For  Reference 
Do  Not  Take 
From  the  Library 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Cod*  of  California 
1915,  Saction  623 


\ 


Stem  Cells: 
The  Bronfi.^  r 


SFPTFMRFR  I 


HEADLIGHTS  THAT  MOVE 
IN  THE  DIRECTION 
YOU  ARE  TURNING. 

:  TECHNOLOGY  CATCHES  UP 
TO  .COMMON  SENSE. 


AN  ENTIRELY  NEW  ES.  THE  LEXUS  ES  350. 

The  idea  was  simple,  almost  obvious.  Instead  of  having  headlamps  point  directly  ahead,  have  both  lights  turn  in  the  same 
direction  that  the  car  is  turning.  That  way,  light  is  cast  around  corners-helping  to  make  the  road,  and  everything  on  it, 
more  visible.  It's  called  the  Dual-swivel  Adaptive  Front  Lighting  System,  and  you'll  find  that  kind  of  innovative  thinking' 
offered  throughout  the  all-new  2007  ES  350;  from  the  MP3  port,  to  the  rain-sensing  wipers,  to  the  over  100  onboard  1 
sensors.  To  learn  more,  visit  AIINewES.com.  You're  sure  to  find  it  quite  illuminating. 


THE  PASSIONATE  PURSUIT  OF  PERFECTION. 


phy  or  photography.  Dell,  the  Dell  logo  and  PowerEdge  are  trademarks  of  Dell  Inc.  Intel,  Intel  logo,  Intel  Inside,  Intel  Inside  logo, 
ed  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries.  ©  2006  Dell  Inc.  All  rights  reserved. 
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PURE  PRODUCTIVITY 

Pure  Dell.  It's  an  uncomplicated  approach  to  increased 
productivity.  With  scalable  Linux  and  data-management 
solutions,  you  can  get  more  real-time  information  to 
streamline  your  supply  chain.  And  faster  returns  on  your  IT 
dollar.  So  growth  isn't  just  a  goal,  it's  a  given.  That's  the 
direct  path  to  success.  That's  Pure  Dell. 


PURE 


www.dell.com/proven/forbes 


1.866.224.2202 
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CREATING  BETTER  PARMESAN 
TAKES  DISCRIMINATING  TASTE 
PARTICULARLY 
ON  THE  PART  OF 
THE  COW. 


Italian  cheese  makers  take  pride  in  Parmigiano  Reggiano, 
a  cheese  so  distinctive  that  law  dictates  it  come  only  from 
select  provinces.  Parmesan.makers  wanted  more  productivity 
while  maintaining  this  legendary  quality.  Cargill  brought 
animal  nutrition  experts  into  the  process,  who  understood 
that  dairy  cows  fed  certain  feeds  give  milk  with  better  yields  of 


Parmesan.  We  created  speeial  feeds  and  a  supply  chain  that 
ensures  traceability  of  the  milk  furnished  by  producers  to  the 
Parmesan  makers.  Now  there's  more  ,of  the  famed  cheese 
for  all  to  enjoy.  This  is  ho|v  Cargill  works  with  customers. 


collaborate   >   create    >  succeed 


Cargill 


Nourishing  Ideas.  Nourishing  People: 


Since  1856,  we  have  focused  on  bringing  new  perspectives  to  our  clients.  It's  a  tradition  of  looking 
at  opportunities  from  a  global  platform.  Because  unlocking  your  potential  and  creating  innovative 
solutions  suited  to  your  goals  requires  more  than  a  single  viewpoint.  Which  is  how  we  help  you  to 
get  to  the  right  place  at  the  right  time. 

www.credit-suisse.com 


Thinking  New  Perspectives. 


Breguet.  La  passion  laisse  des  traces. 

Wristwatch  Classique  in  18-carat  yellow  gold.  Self-winding  extra-thin  movement  engraved  by 
hand  with  perpetual  calendar.  Power-reserve  indicator.  Silvered  gold  dial,  hand-engraved  on  a 
rose  engine.  Sapphire  caseback.  Water-resistant. 


Depuis  1775 


Breguet  Boutique,  779  Madison  Avenue,  New  York,  (212)  288-4014 
Breguet  Boutique,  280  North  Rodeo  Drive,  Beverly  Hills,  (310)  860-9911 
www.breguet.com 
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The  adoption  of  enterprise  mobility  has  reached  the  mainstream,  as  shown  by  impending  dramatic  increase 
in  investment.  Greater  productivity,  enhanced  customer  service  and  improved  workflow  are  the  top  drivers  fo 
businesses  that  intend  significant  investments  in  mobile  computing  over  the  next  12  months,  according  to  ai 
extensive  new  research  study  conducted  on  behalf  of  Forbes  Inc. 


The  2006  Enterprise  Mobility 
Megatrend  study  was  conducted 
by  Management  Insight  for 
Forbes  in  March  among  851 
business  and  IT  decision  makers,  IT  imple- 
mented and  C-suite  officers  (including 
owners,  CEOs  and  CIOs)  at  small,  midsize 
and  large  companies.  Among  the  study's 
key  findings: 

•  Mobile  computing  is  a  top  investment 
priority  —  56%  project  mobile  com- 
puting (MC)  investment  increases  over 
the  next  year;  44%  of  those  expect 
investment  increases  of  10%  to  24%. 

•  The  top  three  mobile  computing  pri- 
orities are  productivity,  real-time  infor- 
mation and  improved  customer  service. 

•  The  top  technical  and  business  trends 
in  enterprise  mobility  computing  are 
security  and  rapid  "real-time"  access  to 
corporate  information. 

Target  applications  for  those  projecting 
major  investments  are  e-mail/messaging, 
field  data  retrieval  and  CRM,  with  smart 


Top  Mobile  Computing  Priorities 

Among  Business  Decision  Makers  (BOMs) 


Productivity 
Real-time  Info. 
Cust  service 
Mobile  e-mail 
Sales  support 
Access  corp.  info. 
Secure/protect  data 


J54% 


]40% 


^28% 


^19% 


□  BDMs 


phones,  wireless  laptops  and  handhelds  as 
the  most  likely  device  purchases.  They  see 
e-mail  as  an  entry  point  for  strategic 
mobility,  which  leads  to  demand  for  access 
to  deeper  corporate  data  that  supports  key 
processes  such  as  customer  management. 

Companies  identifying  themselves  as 
innovators  indicated  they  were  already  pur- 
suing advanced  mobility  applications  such 
as  supply  chain  and  sales-related  tools. 

Enterprise  mobility  is  being 
adopted  company-wide  and  is 
delivering  on  productivity  today. 

Three-quarters  of  respondents  sup- 
port mobile  computing  in  either  specific 
operational  areas  or  enterprise-wide. 
Ninety-six  percent  of  early  adopters  are 
currendy  meeting  many  of  their  produc- 
tivity objectives.  By  contrast,  42%  of 
innovators  believe  they  already  have 
reached  productivity  goals,  which  indi- 
cates market  maturation  of  enterprise 
mobility7  in  businesses. 


Security  remains  the  top  concern,  bu 
solution  selection  priority  is  based  o 
enterprise  application  enablement. 

Connectivity,  device  costs,  and  datt 
management  and  synchronization  were  alsi 
major  concerns  for  IT  and  business  deci 
sion  makers.  The  critical  attributes  whe| 
selecting  a  mobile  computing  vendor  an 
security,  easy  integration  with  enterpris 
applications  and  easy  management.  Fq 
those  planning  to  increase  their  investmer 
in  the  next  12  months,  real-time  mobil 
experience  and  an  integrated  platform  fc 
mobile  solutions  gained  importance. 

Enterprise  mobility  creates 
an  information  edge. 

The  study  makes  it  clear  that  productiv 
ity,  security,  rapid  decision  making  an 
enhanced  CRM  add  up  to  competitiv 
advantage,  and  those  who  adopted  mobil 
computing  earlier  are  enjoying  the  benefit 
sooner.  For  enterprises  that  want  to  gro\ 
and  thrive,  developing  a  mobility  strategy  i 
of  paramount  importance.  I 


Enterprise  Mobility 
Megatrend  Webcast 
On  Forbes.com 

To  view  a  Webcast  on  how 
businesses  are  adopting  and 
using  enterprise  mobility  for 
competitive  advantage,  visit 
www.forbes.com/sybase. 


[    You're  finally  getting  your  enterprise 
information  under  control. 

NOW,  YOUR  MOBILE  USERS  WANT 
TO  ACCESS  IT  ON  ANY  DEVICE. 


When  businesses 
get  serious  about 

INFORMATION 

MOBILITY 

they  get  Sybase. 


Ready  to  get  serious  about  mobilizing  your  enterprise?  Choose  the  company  that  81  of  Fortune  100  organizations 
rely  on  to  securely  deliver  decision-ready  information  to  the  point  of  action  while  giving  you  the  IT  control  you  need: 
Sybase.  Leveraging  proven,  industry-leading  software,  our  powerful,  new  Information  Anywhere8  Suite  provides 
modular  components  for  email/PIM,  heterogeneous  device  management  and  security,  and  enterprise  application 
enablement.  So  if  you're  ready  to  make  the  Unwired  Enterprise  a  reality,  Sybase  can  help  you  deliver  some  serious 
results. To  learn  more,  visit  www.sybase.com/getserious3 


Copyright  €2006  Sybase,  Inc.  All  rights  reserved.  Sybase,  the  Sybase  logo,  and  Information  Anywhere  are  trademarks  of  Sybase,  Inc. 
<6  indicates  registration  in  the  United  States  of  America.  AH  product  and  company  names  are  trademarks  of  their  respective  owners. 
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VIDEO  HIGHLIGHTS 
The  Adventurer  With  Jim  Clash 

Apollo  1 1  astronaut  Buzz  Aldrin 
recalls  his  voyage  to  the  moon  and 
suspicious  sightings  in  outer  space. 

RIM's  Fruitful  Future 

Research  in  Motions  co-chief 
executive,  Mike  Lazaridis,  hints  at  what 
will  be  new  in  the  next  generation  of 
BlackBerrys. 

Vahan  Janjigian's  MoneyMasters 

Portfolio  Manager  Barbara  Marcin  of 
Gabelli  Blue  Chip  Value  Fund  says 
large-cap  financials  like  Citigroup  are 
great  value  buys. 

GET  AN  EDGE 

Gain  from  the  FORBES  perspective 
throughout  the  business  day  with 
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these  services  on  our  site: 

Forbes.com  Attache.  Latest  stock 

prices,  industry  news,  your  favorite 
FORBES  writers,  sports  and  weather. 

News  Alerts.  Sign  up  from  any  arti- 
cle to  get  immediate  e-mail  notifica- 
tion of  new  stories  of  interest  to  you. 

E-Mail  Newsletters,  choose  from 
35  daily,  weekly  or  monthly  collections 
of  our  articles. 

RSS  Feeds.  More  than  50  RSS  feeds  of 
FORBES  topics  are  now  available. 

FOR  INVESTORS 

Stock  picks  and  pans  from  Guru 
Picks,  Streetwalker,  our  Stock  Focus 
team  and  investment  experts,  plus 
commentary  from  41  subscription 
and  6  free  investment  newsletters. 
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Least  Reliable 
Luxury  Cars 

Dan  Lienert 

When  you  spend  $76,000  for  a  car,  you  expect  it  to  be  bul- 
letproof. What  you  don't  expect  is  for  Consumer  Reports  to 
call  your  new  vehicle  "unreliable"  or  for  J.D.  Power  & 
Associates  to  give  it  below-average  ratings  across  a  range 
of  manufacturing  quality  measures.  Had  you  bought  a 
2006  Land  Rover  Range  Rover  SUV,  both  would  be  the 
case.  Indeed,  the  latest  figures  on  automotive  reliability 
show  that  just  because  you  spend  large  sums  on  a  car  does 
not  necessarily  mean  it  won't  break  down  or  that  you  won't 


have  to  make  frequent  visits  to  the  dealership.  Go  to 
www.forbes.com/vehicles  to  see  other  luxury  models  with 
the  lowest  possible  scores  for  predicted  reliability  and 
below-average  ratings  for  overall  manufacturing  quality. 

CAREERS 

Surprising  Six- 
Figure  Salaries 

Tom  Van  Riper 

Think  you  have  to  go  to  law  school  or  get  a  medical 
degree  to  earn  more  than  $100,000  a  year?  Nope.  In  fact, 
as  long  as  you  can  type  200  words  a  minute  (court 
reporter),  can  give  great  advice  (professional  coach)  or  can 
keep  the  pedal  to  the  metal  (long-haul  trucker),  you  don't 
even  need  a  college  degree  to  make  an  annual  six-figure 
income.  Go  to  www.forbes.com/careers  to  see  some 
surprising  $100,000  jobs. 
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FORBES  MAGAZINE 

The  2006  E-Gang 

Follow  up  on  our  cover  story  (p.  88) 
by  going  to  www.forbes.com/egang 
for  expanded  coverage,  including 
videos  of  the  world's  smartest 
machines  in  action.  Peruse  a  time- 
line of  robots  through  the  ages  and 
pay  a  return  visit  to  past  E-Gangs. 

Forbes  Lists.  All  of  our  annual  lists, 
including  the  Forbes  Global  2000, 
the  World's  Billionaires,  the  200  Best 
Small  Companies  and  the  Best  Places 
for  Business,  are  available  at 
www.forbes.com/lists. 

Forbes  on  FOX.  Catch  clips  on  our 
Web  site  of  our  provocative  weekend 
financial  TV  program. 

Forbes  Asia.  Neusoft  Grows  Up 
and  Out.  An  erstwhile  professor  has 
turned  a  pioneering  Chinese  soft- 
ware maker  into  a  schoolmaster  for 
20,000  aspiring  engineers. 
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Keep  the  CEO's  dream  of  growth  from 
becoming  the  ClO's  integration  nightmare. 


INTRODUCING  THE  SHARP  MX-SERIES.  Sharps  Open  Systems  Architecture 
delivers  the  first  truly  customizable  multifunction  product  With  its  seamless  integration,  Sharp 
OSA  offers  a  broad  array  of  value-added  functionality.  It  also  gives  you  Unparalleled  control, 
right  at  the  LCD  screen.  All  of  which  makes  the  MX-Series  a  powerful  resource  that  grows  with 
your  business.  It's  no  wonder  Sharp  won  the  BLI  award  for  "IT  Friendliness"  and  the  BERTL  5-Star 
Exceptional  rating  for  product  usability. To  learn  more,  visit  sharpusa.com/documents 


COLOR 
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SECURITY 


As  an  ENERGY  STAR" 
Partner.  Sharp  has 
dPlermined  that  this 
product  meets  the 
ENERGY  STAR*  guidelm 
lor  energy  efficiency. 
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mericans  spend  over  one  million  dollars 
on  energy  every  minute. 


■ 


So  who  has  the  power  to  change  that? 


jse  of  surging  economies  in  the  developing  world  and 
nued  growth  among  the  industrialized  nations,  global 
3y  use  is  climbing.  As  a  result,  supplies  are  tight. 
.'S  are  rising.  And  energy  users  are  calling  for  viable 
natives. 

good  news  is  we've  got  a  huge  source  of  alternative 
gy  all  around  us.  It's  called  conservation,  and  it's 
owest  cost  new  source  of  energy  we  have  at  hand, 
duction  of  just  5%  of  global  energy  use  would  save 
ie  equivalent  of  over  10  million  barrels  of  oil  a  day. 
irly,  saving  energy  is  like  finding  it.  So  how  do  we  do  it? 


irporating  energy  efficient  technology  into  new 
struction  could  reduce  consumption  by  40%. 
'ernments  and  businesses  must  reduce  their  own 
rgy  use  and  promote  conservation  to  their  citizens 
employees.  Further  improvements  in  fuel  efficiency 
play  a  crucial  role,  too.  And  the  average  person 
•Ids  incredible  power  when  it  comes  to  conserving 
?rgy,  from  driving  slower  to  switching  to  more  efficient 
ne  appliances. 

course,  not  only  does  using  less  energy  mean  there's 
>re  fuel  to  go  around,  it  also  means  fewer  greenhouse  gas 
lissions.  The  fact  is,  if  everyone  began  conserving  today, 
''d  see  results  immediately.  We've  taken  some  of  the 
?ps  needed  to  get  started  but  we  need  your  help  to  get 
?  rest  of  the  way. 


Conservation  Facts: 

If  everyone  reduced 
their  driving  speed  from 
65  to  55mph,we'd  save 
three  million  gallons 
of  gas  a  day. 

• 

Replacing  one 
incandescent  lightbulb 
with  a  compact  fluorescent 
lamp  would  save  500 
pounds  of  coal  and  over 
a  1/2  ton  of  COz  emissions. 

• 

If  just  one  in  10  homes 
used  ENERGY  STAR  " 
qualified  appliances,  the 
environmental  benefit  would 
planting  1.7  million 
acres  of  trees. 
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Hassle-Adjusted  COLA 

ARE  YOU  BETTER  OFF  THAN  YOUR  FORBEARS?  PEOPLE  VVHC 
talk  wistfully  of  the  good  old  days  get  a  scolding  from  Virginia  Postrc 
(see  "The  American  Standard  of  Whining"  on  p.  118).  Governmen 
statistics  on  the  economy  and  inflation  tell  us  that  output  per  persoi 
is  up  by  a  factor  of  3.7  since  the  end  of  World  War  II.  If  anything 
Postrel  says,  the  official  numbers  understate  the  bonanza  from  mod 
em  conveniences,  electronic  gadgets  and  discount  retailers. 

For  balance,  let  me  put  in  a  word  in  defense  of  the  whiners 
However  accurately  the  numbers  measure  inflation,  they  utterl; 
miss  the  phenomenon  of  modern  inconveniences.  What  this  coun 
try  needs  is  a  hassle-adjusted  cost  of  living. 

Officially,  the  money  you  spend  on  gasoline  idling  in  a  traffi« 
jam  on  the  way  to  work  is  consumption.  The  two  hours  in  the  lin« 
to  take  away  toothpaste  at  the  airport  is  part  of  your  vacation.  Yoi 
fill  out  medical  claims  and  tax  forms  for  fun,  and  you  are  enrichec 
by  the  complexity  of  your  DVR  instructions. 

It  is  axiomatic  among  economists  that  mechanized  farming 
caused  a  huge  gain  in  living  standards.  You  traded  in  your  great- 
grandfathers horse  and  plow  for  a  high-salaried  office  job.  But  wait 
How  much  of  your  salary  are  you  spending  on  your  health  club 
membership  and  your  daughter's  riding  academy?  Net  out  the  fresh 
air  and  exercise  that  farm  families  had  for  free  and  the  gains  are  not 
so  impressive. 

Adjusted  for  inflation,  health  care  outlays  per  person  are  up 
sevenfold  since  1960.  Are  we  seven  times  as  healthy?  Nope.  Life 
expectancies  have  inched  ahead  a  few  years. 

The  average  new  home  today  is  better  than  twice  as  roomy  as  ai 
new  home  of  1950.  Computers  are  a  million  times  as  fast.  But 
remember  that  computers,  even  houses,  are  a  means,  not  an  end. 
For  the  end  point,  we  would  be  better  off  measuring  the  ability  of 
people  to  sit  on  the  front  porch  and  drink  a  mint  julep. 

This  year  Mark  Aguiar  of  the  Federal  Reserve  and  Erik  Hurst  of 
the  University  of  Chicago  published  an  analysis  of  how  people 
spend  their  time.  Since  1965  average  work  time  (defined  to  include 
commuting)  has  fallen  from  34  to  33  hours  a  week.  Leisure  time, 
narrowly  defined  (to  exclude  doctor  visits,  for  example)  was  up 
from  3 1  to  36  hours. 

We're  better  off  than  our  grandparents.  But  certainly  not  3.7 


times  as  well  off. 


EDITOR 
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ALL-WEATHER  PERFORMANCE 


Mutual  Shares  Fund— A  History  of  Strong  Performance  with  Lower  Volatility 


Mutual  Series  fund  managers  don't  try  to  forecast 
the  market.  Their  disciplined,  deep-value  approach 
to  investing  focuses  on  finding  out-of-favor 
investments  with  significant  upside  potential  and  reduced 
downside  risk.  The  result— historically  solid  long-term  performance 
and  lower  relative  volatility  across  market  cycles. 

Uncovering  opportunities  that  the  market  has  overlooked 
requires  a  unique  perspective.  At  Mutual  Series,  that  comes 
from  over  50  years  of  searching  for  hidden  values  in  all  types 
of  markets.  For  details  on  how  this  perspective  may  benefit 
your  portfolio,  see  your  financial  advisor,  call  1-800-FRANKLIN 
or  visit  franklintempleton.com/mutualseries. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  FROM  OUR  PERSPECTIVE®  > 


MUTUAL  SHARES  FUND 

As  of  6/30/06 

rong  Performance     Lower  Volat 


Before  investing  in  Mutual  Shares  Fund,  you  should  carefully  consider  the  fund's  investment 
goals,  risks,  charges  and  expenses.  You'll  find  this  and  other  information  in  the  fund's 
prospectus,  which  you  can  obtain  from  your  financial  advisor.  Please  read  the  prospectus 
carefully  before  investing.  Past  performance  does  not  guarantee  future  results.  Investment 
return  and  principal  value  will  fluctuate  so  that  your  shares,  when  redeemed,  may  be  worth 
more  or  less  than  the  original  cost.  Performance  data  guoted  includes  the  maximum  5. 75% 
initial  sales  charge,  and  represents  past  performance,  which  does  not  guarantee  future 
results.  More  recent  returns  may  differ  from  figures  shown;  for  most  recent  month-end 
performance  figures,  please  visit  franklintempleton.com.  The  fund  may  charge  a  2%  fee  on 
redemptions  within  seven  days. 

Franklin  Templeton  Distributors,  Inc.,  One  Franklin  Parkway,  San  Mateo,  CA  94403. 


Investing  in  companies  involved  in  mergers,  reorganizations  and  liquidations  involves  special  risks.  Foreign  investing  involves  special  risks  including  currency  fluctuations  and 
political  uncertainty. 

t  The  fund  offers  other  share  classes,  subject  to  different  fees  and  expenses,  which  will  affect  their  performance.  Prior  to  11/1/96,  only  a  single  class  of  fund  shares  was  offered 
without  sales  charge  and  Rule  12b-1  expenses.  Returns  shown  are  a  restatement  of  the  original  class  to  include  both  the  Rule  12b-1  expenses  and  maximum  initial  sales  charge 
as  though  in  effect  from  the  fund's  inception.  Average  annual  total  returns  represent  the  average  annual  increase  in  value  of  an  investment  over  the  indicated  periods  and  assume 
reinvestment  of  dividends  and  capital  gains  at  net  asset  value. 

tt  Beta  is  a  measure  of  a  fund's  volatility  relative  to  the  S&P  500  Index.  A  beta  lower  than  1.00  indicates  volatility  lower  than  the  markers.  Source:  Thomson  Financial  6/30/06. 
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12.33% 

0.72 

5-Year 
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0.60 
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A  Real  Gusher 


"Shell  Shocked'YA«£.  14,  p.  92)  is  an  excellent  story,  but  it  unfairly  cites 
decisions  taken  by  Sir  Mark  Moody-Stuart,  a  previous  Shell  chairman,  as  the 
cause  of  the  company's  recent  setbacks.  As  secretary  to  the  directors  of  the 
Royal  Dutch  Shell  Group  (now  Royal  Dutch  Shell)  during  Sir 
Mark's  tenure,  I  was  in  the  boardroom  when  the  restructuring 
decisions  of  the  late  1990s  were  made.  At  the  time,  Shell  was 
managed  by  a  bloated  bureaucracy  of  committees,  shielding 
everyone  from  accountability.  Oil  was  $10 
per  barrel,  and  directors  were  concerned 
about  dividend  sustainability.  Sir  Mark 
shrank  the  bureaucracy,  established  accounta- 
bility by  replacing  committees  with  business-line 
chief  executives,  spearheaded  the  effort  to  make  natural 
gas  equal  to  oil  in  Shell's  future  and  ramped  up  invest- 
ment in  Canadian  tar  sands. 

Hand  it  to  the  Dutch:  Jeroen  van  der  Veer,  JAMES  W.  KOPP 
Royal  Dutch  Shell's  chief  executive.  Naples,  Fla. 


Push-button  Politics 

From  the  Side  Lines  ("Boondoggle  in  the 
Boondocks,"  Aug.  14,  p.  16)  it's  easy  for 
William  Baldwin  to  confuse  political  slush 
funds  with  essential  funding  to  support 
affordable  phone  service  to  rural  Amer- 
ica. The  Universal  Service  Fund  (USF)  he 
discusses  pays  the  huge  cost  of  building 
and  maintaining  telephone  and  Web  ac- 
cess to  these  faraway  areas.  Without  this, 
millions  of  rural  consumers  would  pay 
hundreds,  perhaps  thousands,  of  dollars  in 
monthly  fees  for  service  that  most  of  us 
enjoy  for  less  than  $50  per  month.  Bald- 
win's extreme  examples  do  not  represent 
the  vast  majority  of  Americans  who  ben- 
efit from  universal  service.  To  his  credit, 
he  correctly  observes  that  the  USF  helps  pay 
for  Internet  access  in  schools.  He  notes  that 
a  "widow  living  in  a  cabin  in  Arkansas" 
may  need  to  call  the  hospital  in  an  emer- 
gency. Right  again.  But  the  full  story  is 
much  bigger. 

WILLIAM  ROHDE 
General  Manager 
Mark  Twain  Rural  Telephone  Co. 

Hurdland,  Mo. 

Seasick 

In  "A  Billion  Pill  Poppers"  (July  24, 
p.  170)  we  recommended  the  Fidelity 


China  Focus  Fund  as  a  means  to  buy 
locally  traded  shares  in  Chinese  compa 
nies.  In  fact,  this  fund  is  not  available  to 
U.S.  investors.  We  said  in  "Sarboxed 
(Aug.  14,  p.  73)  that  the  Sun-Times 
Media  Group,  formerly  Hollinger  Inter- 
national, has  not  yet  resumed  reporting 
its  financial  results.  The  group  actually 
resumed  such  reporting  in  2005.  In 
"Croc  Tears"  (Aug.  14,  p.  52)  we  incor- 
rectly stated  that  shares  for  Crocs 
dropped  5%  on  their  first  day  of  trading; 
in  fact,  they  closed  up  36%. 

Our  cover  story  on  Oracle  Chief 
Executive  Larry  Ellison,  "Irreplaceable" 
(Aug.  14,  p.  83),  repeated  an  Ellison 
claim  that  Oracle  co-president  Safra 
Catz  graduated  from  the  Harvard  Law 
School;  her  law  degree  is  from  the  Uni- 
versity of  Pennsylvania.  The  story 
misidentified  a  sailing  race  Ellison  made 
in  1998  as  part  of  the  America's  Cup;  it 
was  actually  the  Sydney-Hobart  Race. 
We- also  referred  to  Texas  engineering 
and  architectural  firm  Carter  &  Burgess 
as  being  headquartered  in  Houston;  it  is 
in  fact  in  Fort  Worth. 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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VISA  COMMERCIAL  SOLUTIONS.  When  it  comes  to  cash  flow,  timing  is  everything.  Visa  gives  you  business  payment  tools 
to  pay  or  get  paid  almost  any  way  you  want,  for  just  about  anything  you  want.  So  time  is  always  on  your  side.  Learn  more  at 
visa.com/commercial,  or  contact  your  commercial  banker.  Your  business  is  your  life.  Life  takes  Visa. 


©2006  Mercedes-Benz  USA, 


One  man.  One  engine..  One  ideal. 


MORE  POWERFUL.  MORE  ADVANCED.  THE  VEHICLES  OF  AMG  ARE,  SIMPLY,  MORE. 


Each  engine  is  personally 
signed  and  certified. 


lies  at  the  heart  of  AMG.  It  is  there  in 
equipment  and  tools  that  are  state-of-the- 
art  and  designed  specifically  for  the  task. 
It's  there  around  every  bend  of  the  famed 
Nurburgring  test  track  -  a  facility  so  grueling 
it  has  entered  the  realm  of  myth. 


A  technician  will  hone  his  craft  for  years 
before  even  being  considered  for  AMG.  Should 
he  pass  muster,  he'll  then  join  the  select 
group  of  master  technicians  who  build  every 
Mercedes-Benz  AMG  engine.  Each  engine 
assembled  by  hand,  in  Affalterbach,  Germany. 
Each  assembled  by  a  single  individual. 

It  is  there  in  a  passion  for  detail  and  quality  so 
This  reverence  for  individual  craftsmanship,  the      intense,  only  around  50  people  in  the  world  are  trained 
highest  standards  and  advanced  technology  is  what      to  build  our  engines. 

The  results  are  automobiles  that  transform  high  performance  into  high  art.  Vehicles  in  which  so  much  pride 
is  taken,  they  are,  like  works  of  art,  signed  by  the  technician  who  created  them. 


W7//AMI 

Unlike  any  other. 


Mercedes-Benz 


MBUSA.com 


?007  E63  AMG  shown  with  optional  Premium  2  Package. 


act  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


Forwarding  Fast 


AN  EXCITING  NEW  ERA  IS  BEGINNING  AT  FORBES  THAT  WILL  BE 
marked  by  cutting-edge  innovation  and  growth  like  never  before. 
We  recently  announced  that  Elevation  Partners,  a  private  equity 
firm,  has  become  a  minority  shareholder  in  a  newly  formed 
company  Forbes  Media,  now  the  publisher  of  this  magazine, 
Forbes.com  and  our  other  media  properties. 

The  opportunities  for  expansion  are  enormous.  Both  the 
magazine  and  Forbes.com  lead  their  categories.  The  magazine  is 
the  core  and  spirit  of  this  company.  Its  excellent  editorial  content, 
as  you  well  know,  has  been  the  gold  standard  in  the  business  field 
for  decades.  Its  superb  marketing  has  made  it  the  envy  of  our 
competitors.  Our  advertising  market  share  compared  with  that 
of  our  principal  print  competitors  is  the  highest  it's  ever  been. 

At  a  time  of  print-media  gloom,  we  are  moving  forward  and  can 
now  accelerate  our  plan  to  expand  overseas.  We  currently  have  eight 
local-language  editions,  as  well  as  Forbes  Asia.  The  number  of  these 


editions  should  grow  impressively.  The  political  changes  in  the  last 
generation  are  creating  a  rapidly  growing  class  of  entrepreneurial  cap- 
italists around  the  world — in  India,  China,  Brazil  and  eastern  and 
central  Europe.  There  is  an  enormous  thirst  for  trustworthy  busi- 
ness information,  insight  and  analysis.  Forbes  has  that  credibility. 

Many  in  the  traditional  media  see  the  rise  of  the  Web  as  a 
threat.  We  see  it  as  a  chance  to  grow. 

My  grandfather  B.C.  Forbes,  the  founder  of  this  company, 
liked  to  say  you  learn  more  about  the  prospects  of  an  enterprise 
by  looking  at  its  management  than  at  its  balance  sheet.  Our  team 
has  achieved  great  things  during  the  most  turbulent  period  in 
modern  media  history.  The  six  partners  in  Elevation  have  unique 
backgrounds  in  entertainment,  media,  technology  and  finance. 
The  firm  provides  both  fiscal  and  metaphysical  capital.  Forgive 
me  my  excitement,  but  our  future  looks  boundless,  and  all  of  us 
here  can't  wait  to  make  it  happen. 


Why  Are  We  Still  I 

NORTH  KOREA'S  JULY  4  MISSILE  TESTS  AND  HEZBOLLAH'S  IRAN- 
ian-supplied  rocket  reign  of  terror  against  Israel  underscore  why 
the  U.S.  must  quickly  ramp  up  its  missile  defense  efforts.  Four  years 
ago  President  Bush  withdrew  the  U.S.  from  the  1972  Anti-Ballistic 
Missile  Treaty  because  it  severely  hobbled  our  development  efforts. 
Yet,  since  then,  there  has  been  a  strange  lack  of  urgency  to  rapidly 
develop  a  robust  series  of  systems  that  can  destroy  missiles  of  any 
size  at  any  phase  of  deployment.  Yes,  we  are  developing  ground- 
based  missile  defense  sites  in  California  and  Alaska,  and  we  do  have 
ship-based  Aegis  missile  defense  systems  that  theoretically  could 
shoot  down  a  North  Korean  missile.  But  given  the  growing  threat 
of  terrorist  forces  getting  their  hands  on  more  and  more  sophisti- 
cated rockets,  with  greater  ranges  and  the  ability  to  carry  chemical 
or  biological  warheads,  and  given  that  North  Korea  and  Iran  will  in 
the  not  too  distant  future  have  ballistic  missiles  capable  of  reach- 
ing U.S.  shores,  a  crash  program  should  be  of  the  highest  priority. 

The  Independent  Working  Group  (IWG)  on  Post- ABM  Treaty 
Missile  Defense  &  the  Space  Relationship,  formed  in  2002  to 


ocket-  Vulnerable? 

examine  missile  threats  to  the  U.S.  and  its  allies  and  what  we  should 
be  doing  to  meet  those  threats,  recendy  released  a  sobering  report. 
IWG  encompasses  a  dazzling  and  impressive  group  of  experts. 

While  diplomatically  worded,  the  reports  bottom  line  is  simple:  We 
are  not  doing  nearly  enough.  It  lists  a  variety  of  recommendations,  in- 
cluding reviving  the  early  1990s  Brilliant  Pebbles  system,  which  entailed 
deploying  an  array  of  small,  advanced  kill  satellites  in  space.  It  was  to 
be  a  cheap,  effective  way  to  destroy  ballistic  missiles  in  all  phases  of  flight 

Naturally,  the  Clinton  Administration  put  Brilliant  Pebbles  in 
the  deep  freeze  for  fear  of  being  accused  of  "militarizing  space." 
The  Bush  Administration  should  defrost,  develop  and  upgrade 
this  system  immediately.  We  should,  among  other  things,  also 
fund  a  system  to  defend  against  shipborne  SCUD  missiles 
launched  off  our  coasts  at  U.S.  cities. 

Democrats  will  howl  about  increased  military  spending.  But 
the  American  people  would  overwhelmingly  support  such  an 
accelerated  effort.  The  nightly  news  reminds  us  that  the  day  of 
our  vulnerability  to  terrorist  missiles  is  nigh. 


Blasting  the  Blob 


WHAT  COULD  BE  THE  MOST  IMPORTANT  EDUCATION  LAWSUIT 
since  Brown  v.  Board  of  Education  of  Topeka  was  filed  recently  in 
New  Jersey.  The  Brown  case  led  a  unanimous  Supreme  Court  in  1 954 
to  rule  that  legally  enforced  segregation  in  our  schools  was  uncon- 
stitutional. The  New  Jersey  case,  Crawford  v.  Davy,  could  ultimately 
make  America's  K- 12  school  systems  the  finest  in  the  world,  enabling 
kids  from  the  poorest,  most  deprived  backgrounds  to  get  a  sound 


education  and  have  a  realistic  chance  of  realizing  the  American  Dream. 

What  is  truly  revolutionary  about  Crawford  is  the  proposed  rem- 
edy: Parents  of  kids  attending  failing  schools  would  be  permitted  to 
take  the  pro  rata  share  of  public  money  spent  on  their  children  and 
use  it  to  pay  for  them  to  attend  other  schools,  public  or  private.  Pre- 
viously, remedies  focused  only  on  giving  school  systems  more  money. 
Clint  Bolick,  head  of  the  Alliance  for  School  Choice,  one  of  the  organ- 
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izations  supporting  this  suit,  compared  the  old  solution  to  a  car  com- 
pany's selling  a  lemon  to  a  buyer  and  being  rewarded  with  more  money. 
In  the  real  world  the  buyer  would  get  his  money  back  and  be  free  to 
use  it  to  get  a  car  elsewhere.  Why  shouldn't  parents  have  the  same  right 
in  procuring  an  education  for  their  children? 

New  Jersey's  public  schools  in  cities  such  as 
Newark  and  Camden  are  an  abomination.  Most 
of  the  students  in  those  systems  don't  acquire  even 
the  barest  skills  in  reading  and  writing.  Dropout 
rates  are  horrific.  The  lead  plaintiff  in  this  class 
action,  Van-Ness  Crawford,  has  three  sons  who 
are  forced  to  attend  a  high  school  at  which  more 
than  80%  of  the  students  are  failing  mathemat- 
ics. Such  failing  schools  are  hardly  underfunded. 
Newark's  public  school  system  spends  about 
$17,000  per  pupil,  more  than  twice  the  national 
average  of  $8,300.  Teachers  are  not  underpaid — 
the  average  salary  exceeds  $76,000  a  year. 

The  property  taxes  of  New  Jersey's  noncity  homeowners  are 
funding  two  school  systems — their  own  and  those  of  places  like 
Camden  and  Elizabeth.  Camden's  local  taxes  pay  for  only  2%  of  the 
city's  school  budget.  Student  performance  is  abysmal,  one  reason 
that  Camden  has  the  highest  murder  rate  in  the  U.S. 

Since  the  1970s  state  courts  around  the  country  have  cited 
clauses  in  their  state  constitutions  that  guarantee  quality  educa- 
tion for  all  students  in  public  schools  to  try  to  equalize  the  spend- 
ing in  poor  and  higher-income  districts. 

But  30  years  of  throwing  money  at  schools  clearly  has  not  worked. 
Only  through  accountability — and  an  underperforming  schools  los- 
ing money— will  all  children  get  the  education  they  deserve.  Real  choice 
would  quickly  force  bad  schools  to  shape  up.  The  prospect  of  losing 
money  would  focus  administrators'  minds— and  actions— wonderfully. 


Van-Ness  Crawford  has  filed  an 
historic  lawsuit  to  free  three  sons 
ensnared  in  a  sickly  school. 


It's  no  surprise  that  teachers  unions  and  their  Democratic— 
and  occasionally  Republican— Party  lapdogs  fiercely  oppose 
school  choice.  Monopolies  don't  give  up  their  destructive  privi- 
leges without  a  fight,  which  is  why  school  choice  programs  are 
few  and  far  between.  In  the  early  1990s  Mil- 
waukee became  a  pioneer.  This  year  some  20% 
of  its  public  school  enrollment  is  expected  to 
attend  nonpublic  schools,  and  the  public 
schools  themselves  have  enacted  reforms  that 
would  have  otherwise  never  been  put  in  place. 

A  couple  of  years  ago  the  Bush  Adminis- 
tration successfully  pushed  for  a  scholarship 
program  for  kids  in  Washington,  D.C.'s  miser- 
able school  system.  The  D.C.  Opportunity 
Scholarship  Program  has  become  a  popular 
success.  There  are  2.5  times  more  applicants 
than  there  are  available  scholarships.  Yet  the 
education  blob,  in  cahoots  with  allies  such  as 
Senator  Edward  Kennedy  (D-Mass.),  is  furiously  waging  rear- 
guard actions  to  restrict  or  gut  this  program. 

Charter  schools,  part  of  the  public  school  system  but  free  from 
onerous  union  and  bureaucratic  rules,  have  proliferated.  But  most 
state  education  bureaucracies  and  their  political  minions  do  their 
best  to  hobble  them.  New  York's  legislature  has  so  far  refused  to  lift  its 
cap  of  100  charter  schools,  even  though  most  have  been  successful. 

We  will  see,  starting  in  New  Jersey,  if  state  jurists  can  move  be- 
yond their  love  of  government  spending  to  allow  parents  to  wield  the 
most  effective  tool  available  to  make  those  quality  education  guaran- 
tees in  state  constitutions  a  reality.  There  is  a  precedent  of  sorts  set  by 
the  Supreme  Court-approved  Individuals  with  Disabilities  Education 
Act,  under  which  schools  that  don't  provide  disabled  students  with  an 
"appropriate"  education  are  required  to  pay  their  tuition  in  private  schools. 


Green-Colored  Communism 


V*Ji  Say 


^  N0*  ji 


THIS  MAILING  FOR  THE  ALASKA  WILDERNESS  LEAGUE  UNDER- 
scores  why  this  country  still  doesn't  have  a  serious  energy  policy. 
For  more  than  20  years  Congress  has  blocked  drilling  for  oil  and 
natural  gas  on  a  tiny  piece  of  the  19-million-acre  Arctic  National 
Wildlife  Refuge  in  Alaska,  even 
though  experts  estimate  that  this 
2,000-acre  area  has  10  billion  barrels 
or  more  of  oil.  Most  of  the  Outer 
Continental  Shelf  is  also  off  -limits 
to  drilling,  despite  the  fact  that 
estimated  reserves  there  exceed  85 
billion  barrels  of  oil  and  even 
greater  amounts  of  natural  gas. 

Environmentalists  portray  the  ANWR  dispute  as  a  big-oil  plot 
to  desecrate  a  beautiful,  pristine  area.  This  image  is  preposterous. 
That  2,000-acre  lot  is  bleak,  even  in  summer.  The  size  of  the  drilling 
area  would  be  about  the  equivalent  of  a  sugar  cube  in  a  football 
stadium.  And  the  technology  exists  to  do  the  job  in  an  absolutely 
environmentally  sound  way.  This  is  not  theory.  Oil  and/or  gas  drilling 
already  takes  place  in  more  than  30  wildlife  refuges  in  the  U.S. 


NO"  to  oii  drilling  in  the 
Arctic  National  Wildlife  Refuge! 


Worries  about  oil  spills  is  what  fuels  opposition  to  opening  up 
the  bulk  of  the  Outer  Continental  Shelf.  Environmentalists  are  mute 
about  the  fact  that  last  summer's  devastating  hurricanes,  including 
Katrina,  which  literally  blew  away  offshore  platforms,  did"  not  lead  to 

oil  spills  like  that  of  the  Exxon  Valdez. 

Similarly  ill-informed  emotion- 
alism has  severely  retarded  the 
development  of  nuclear  power  in  the 
&  Vifcv  ♦  :*>  U.S.  If  all  of  the  nuclear  plants  that 

were  on  the  drawing  board  had 

~-.~»..~  — uuub.  been  built  (before  1979's  Three-Mile 

Island  accident  effectively  shut 
down  new  construction),  we  might 
actually  be  in  compliance  with  Al  Gore's  beloved  Kyoto  Protocol. 

Sadly,  environmental  extremists  are  not  using  the  green 
movement  to  give  us  cleaner  air  and  a  higher  standard  of  living  as 
we  grow  and  expand  economically  but  to  halt  economic  progress 
altogether.  Socialism  and  communism  are  dead,  discredited  by 
the  ghastly  experiences  of  the  20th  century.  But  the  socialist 
agenda  lives  on  in  this  perversion  of  environmentalism.  F 
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E*  TRADE 

FINANCIAL' 


bu  should  consider  the  investment  objectives,  risks,  charges  and  expenses  of  a  mutual  fund  carefully  before  investing, 
he  fund's  prospectus  contains  this  ana  other  important  information.  For  a  current  mutual  fund  prospectus,  please  visit 
ttrade.com/mutualfunds.  Read  the  prospectus  carefully  before  investing. 

For  important  information  and  details  about  the  lowest  cost  E*TRADE  Index  Funds,  please  visit  www.etradefunds.etrade.com.  As  commissioned  by  E*TRADE  Asset  Management, 

ic,  Upper  determined  that  the  E*TRADE  Index  Funds  had  the  lowest  effective  expenses  as  of  June  29,  2006  by  comparing  them  to  other  Pure  Index  Funds  in  the  same  Lipper  Investment 
lassifications/Objective,  while  excluding  institutional  and  other  mutual  funds  requiring  minimum  investments  of  $100,000  or  more  and  exchange-traded  funds.  The  E*TRADE  Index 
unds  expenses  are  the  lowest  because  they  are  contractually  limited  through  April  30,  2007.  Without  the  contractual  limit,  the  expense  ratio  of  the  E*TRADE  International  Index  Fund  is 
.85%  (based  on  the  most  recently  filed  shareholder  report).  There  is  no  assurance  that  the  expense  limit  will  continue  beyond  April  30,  2007. 
.  Industry  average  expense  ratio  as  of  June  29,  2006.  Data  source:  Lipper  Inc. 

lvesting  internationally  involves  risks  such  as  currency  fluctuations,  political  uncertainty,  and  differing  business  and  accounting  practices. 

ecurities  products  and  services  are  offered  by  E*TRADE  Securities  LLC,  Member  NASD/SIPC. 
i  2006  E*TRADE  FINANCIAL  Corp.  All  rights  reserved. 


Other  Comments 


In  the  middle  of  difficulty  lies  opportunity. 


ALBERT  EINSTEIN 


Do  As  I  Say . . .  For  the  United  States,  the  current  phase 
of  this  War  for  the  Free  World  began  on  September  1 1,  2001.  For 
others,  like  Israel,  it  has  been  going  on  for  decades  and  represents 
an  unmistakably  existential  threat.  We  cannot  afford  to  pretend 
that  there  is  an  appropriate  way  for  the  United  States  to  fight 
Islamofascist  totalitarians  and  the  terror  they  wield  against  us, 
then  insist  that  our  allies  must  negotiate  with  and  try  to  appease 
such  groups  when  they  are  in  the  Islamofascists'  cross-hairs. 

— Center  for  Security  Policy 

Managing  Risk  The  twin  nuclear  and  missile  threats  from 
Iran  and  North  Korea  have  transformed  the  missile  defense  debate. 
It  is  no  longer  "should  we  deploy,"  but  "how  should  we  deploy?" 
Policy-makers  face  a  tough  decision:  How  much  to  invest  in  some 
protection  now,  versus  future  complementary  technologies  that  offer 
enhanced  protection?  In  missile  defense,  as  in  finance,  the  best  way 
to  cover  risks  is  not  to  "put  all  your  eggs  in  one  basket."  Instead, 
[you  first]  assemble  a  "balanced,  diversified  portfolio"  of  short-, 
medium-  and  long-term  technologies  that  cover  the  range  of  risks. 
Second,  you  resist  the  temptation  to  "unbalance"  your  investment 
strategy  by  seeing  in  every  test,  whether  successful  or  not,  a  bench- 
mark from  which  all  missile  defense  decisions  should  be  made.  And 
third,  just  as  in  finance,  you  steer  clear  of  those  who  tell  you,  "If 
there  is  not  a  silver  bullet,  don't  buy  anything." 

—PETER  HUESSY,  president,  GeoStrategic  Analysis, 

Washington  Times 

Rescue  Mission  The  U.S.  Department  of  Education 
reported  recently  that  3  million  children  are  attending  chronically 
failing  schools— that  is,  schools  that  have  failed  to  satisfy  minimal 
state  standards  for  at  least  six  consecutive  years.  Under  the  2002 
No  Child  Left  Behind  Act,  children  in  schools  failing  to  make 


"Well,  they  look  pretty  undocumented  to  me." 


adequate  progress  are  entitled  to  transfer  to  better-performing 
public  schools  within  the  district.  Trouble  is,  the  number  of  chil- 
dren eligible  to  transfer  vastly  exceeds  the  number  of  seats 
available  in  the  better  public  schools.  In  Los  Angeles,  for  example, 
only  2  of  every  1 ,000  children  in  failing  schools  have  transferred. 

For  Democrats  who  truly  believe  in  social  justice,  that  pres- 
ents a  terrible  dilemma:  Either  forcing  children  to  remain  in 
schools  where  they  have  little  prospect  for  a  bright  future  or 
enlisting  private  schools  in  a  rescue  mission. 

—CLINT  BOLICK,  president  and  general  counsel, 
Alliance  for  School  Choice,  Wall  Street  Journal 

Minimum  Wage  Socialism  Increasing  the  min- 
imum wage  may  give  "liberal"  legislators  great  pride  and  win 
them  votes,  but  it  does  not  address  the  key  issue  of  how  to  achieve 
economic  growth  and  thus  reduce  poverty.  Hong  Kong  has  no 
minimum  wage  but  is  one  of  the  most  prosperous  economies  in 
the  world — because  it  is  also  the  freest.  Economic  freedom,  not 
minimum-wage  socialism,  is  the  key  to  reducing  poverty,  as  China 
is  learning.  If  legislators  really  want  to  help  the  poor,  the  best  thing 
they  can  do  is  abolish,  not  increase,  the  minimum  wage. 

In  America,  the  majority  of  low-income  earners  typically  move 
up  the  income  ladder  by  improving  themselves,  not  because  of  the 
minimum  wage.  Policies  that  increase  competition  and  choice  in 
public  education,  reduce  marginal  tax  rates  on  capital  and  labor, 
and  protect  private  property  rights  would  be  positive  steps  toward 
increasing  economic  freedom,  workers'  dignity  and  prosperity. 

— JAMES  A.  DORN,  vice  president  for  academic  affairs, 
Cato  Institute,  Examiner.com 

Don't  Kid  Yourself  President  Bush  lived  and  worked 
in  the  oil  patch.  He  knows  very  well  that  oil  is  a  commodity 
whose  price  moves  up  and  down  with  global  changes  in  supply 
and  demand — movements  that  we  can't  affect  all  that  much. 
What  we  can  do  is  remove  political  obstacles  to  a  well-function- 
ing market.  Such  steps  would  increase  supply  and  lower  prices. 
But  we  shouldn't  kid  ourselves.  The  rising  oil  price  is  affected  by 
geopolitical  threats,  but  it  is  mainly  the  result  of  increased 
demand,  which  itself  is  the  result  of  rising  standards  of  living — 
which  are  a  lot  better  than  the  alternative. 

— JAMES  K.  GLASSMAN,  American  Enterprise  Institute, 

TCSDaily.com 

Fascinated  With  Power  The  movie  [Vie  Devil  Wears 

Prada],  while  noting  that  she  can  be  sadistic,  inconsiderate  and 
manipulative,  is  unmistakably  on  Miranda's  side.  How,  really,  could 
it  be  otherwise?  In  Hollywood,  for  one  thing,  an  abused  assistant 
is,  like  a  Toyota  Prius,  an  indispensable  accessory— an  entitlement, 
really — for  anyone  who  even  wants  to  seem  powerful. 

— A.O.  SCOTT,  New  York  Times  F 
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Who  is  accelerating  the  diagnosis 

of  heart  disease? 
We 


aff"\      Innovations  from  Siemens  can  be  found  everywhere.  Our  breakthroughs 
I         •  in  healthcare  technologies  are  setting  new  standards  in  the  diagnosis  and 
treatment  of  cardiovascular  disease,  which  affects  over  71  million  adults 
in  the  US*  Siemens'  SOMATOM®  Definition  is  the  world's  first  dual-source  CT  scanner,  enabling 
doctors  to  acquire  enhanced  cardiac  images  from  virtually  every  heartbeat.  This  means  more 
accurate  diagnosis,  which  can  lead  to  better  patient  care.  At  Siemens,  our  innovations 
help  turn  dreams  into  reality.  " 


To  learn  more  about  how  Siemens  is  improving  patient  care,  visit  usa.siemens.com/heartvievv 


TO  SURVIVE  IN  THIS  DOG-EAT-DOG  WORLD,  SOMETIMES  YOU  NEED  A  LITTLE  PUDDING. 

At  the  end  of  the  day,  even  the  most  battle-hardened  road  warrior 
appreciates  a  cup  of  sweet,  smooth  tapioca.  Or  cool,  creamy  pistachio 
ice  cream.  Or  fresh  ham  and  swiss  on  a  baguette.  Whatever  business 
travelers'  intrepid  hearts  desire,  the  new  24-hour  markets  in 
Courtyard's  redesigned  lobbies  have  what  it  takes  to  satisfy  them. 

NEW  24-HOUR  MARKET  AT  COURTYARD? 
REDESIGNED  BY  BUSINESS  TRAVELERS  FOR  BUSINESS  TRAVELERS?" 


For  reservations,  call  1-8         I  RRIOTT  or  visit  Marriott.com/courtyard. 

Market  items  vary  by  location. 
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Current  Events 


By  Paul  Johnson 


Don't  Practice  Legal  Terrorism 


EAGER  AS  HE  IS  TO  KEEP  AMERICA'S  FREE-ENTERPRISE  ECON- 
omy  healthy,  President  Bush  should  take  a  close  look  at  what's 
going  on  at  the  Department  of  Justice.  Is  an  antibusiness  culture 
developing  there?  In  the  aftermath  of  the  Enron  scandal  has 
America's  law  enforcement  machinery  begun  to  display  a  system- 
atic animus  toward  big  business  and  corporate  bosses? 

Looking  at  this  from  the  outside,  I've  certainly  gotten  the  impres- 
sion that  government  lawyers  are  becoming  too  enthusiastic  in  bring- 
ing dodgy  businessmen  to  justice — or  at  least  in  setting  the  legal  process 
in  motion.  But  the  delays  in  bringing  these  cases  to  trial  are  in  and 
of  themselves  becoming  scandalous.  I  don't  understand  why  the  three 
NatWest  bankers  recently  extradited  from  Britain  (in  circumstances 
causing  more  anti-U.S.  sentiment  in  the  U.K.  than  any  other  corpo- 
rate event  I  can  remember)  could  have  to  wait  until  next  year  before 
getting  their  day  in  court.  It's  also  a  mystery  why  Conrad  Black,  under 
investigation  for  years,  has  to  wait  until  next  March  for  his  trial. 

What's  happened  to  the  spirit  of  habeas  corpus?  Do  big  busi- 
nessmen no  longer  enjoy  its  protection  in  the  U.S.?  Savvy  legal 
friends  in  America  tell  me  that  these  delays  are  not  accidental. 
Government  lawyers  have  a  vested  interest  in  exhausting  the 
financial  resources  of  defendants  before  they  even  get  to  trial. 

A  Change  in  Climate 

Behind  all  this  appears  to  be  a  suspicion,  a  hatred  even,  of  the 
way  big  business  operates  and  of  the  whole  process  of  earning  big 
profits  and  commanding  large  salaries.  I  get  the  feeling  Justice 
officials  think  it  is  morally  wrong  to  make  a  lot  of  money — 
unless,  of  course,  the  person  making  the  money  is  a  lawyer. 

This  attitude  is  something  new  in  the  philosophy  of  Ameri- 
can government.  One  of  the  reasons  America  has  been  able  to 
create  the  world's  most  successful  economy,  with  its  spectacular 
expansion  for  more  than  two  centuries,  is  that  its  government — 
state  and  federal — has  created  a  sympathetic  climate  for  business. 

Next  to  Alexander  Hamilton's  work  in  giving  the  U.S.  a  sound 
currency,  the  man  who  contributed  most  to  making  the  country 
prosperous  was  Supreme  Court  Chief  Justice  John  Marshall.  The 
judgments  he  made  and  inspired  during  his  long  tenure 
[1801-35]  formed  a  firm  legal  basis  on  which  entrepreneurial 
capitalism  could  flourish  mightily.  There  has  been  nothing  to  rival 
Marshall's  creative  work  in  the  entire  world  history  of  jurispru- 
dence— countless  millions  of  ordinary  Americans  enjoy  affluence 
today  because  Marshall  gave  capitalism  the  legal  green  light. 

Because  of  this  grounding  Americans  have  never  been  made  to 
feel  ashamed  of  making  vast  sums  of  money  through  their  enter- 


prise and  industry.  And  that  in  turn  has  led  to  a  philanthropic  gen- 
erosity unique  in  the  world,  which  has  given  America  galleries  and 
libraries,  universities,  parks  and  cultural  institutions  that  have  no  par- 
allel in  number  and  quality  elsewhere.  Andrew  Carnegie  summed 
it  up  when  he  said  that  there  was  nothing  wrong  in  becoming  rich 
but  that  a  "man  who  dies  rich  dies  disgraced."  Carnegie  became  one 
of  the  richest  men  of  his  time — and  he  gave  the  bulk  of  it  away. 

But  philanthropy  requires  there  to  be  accumulation  in  the 
first  place.  As  Margaret  Thatcher  never  tired  of  explaining,  the 
Good  Samaritan  was  able  to  look  after  the  distressed  traveller 
precisely  because  he  was  well-to-do.  Pontius  Pilate's  Justice 
Department  hadn't  harassed  him  out  of  his  wealth. 

Risk-Takers  Are  Not  the  Enemy 

Modern  business  is  infinitely  complicated — and  becoming  more 
so  by  the  hour.  The  opportunities  for  putting  one's  hand  in  the 
till  and  defrauding  the  public  and  shareholders  remain  ample, 
despite  continual  attempts  to  tighten  the  laws.  Law  enforcement 
must  remain  vigilant  in  scrutinizing  the  whole  business  of 
moneymaking  and  must  bring  the  occasional  villains  to  justice. 
But  it  mustn't  develop  attitudes  of  suspicion  that  imply  that  busi- 
ness itself  is  a  fundamentally  unethical  activity  and  that  the  typi- 
cal businessman  is  a  person  who  operates  close  to  illegality. 

In  fact,  the  complexities  of  modern  business — especially  the  speed 
at  which  difficult  financial  decisions  must  be  made — often  create 
gray  areas  in  which  the  law  is  unclear,  and  any  legal  advice  may  turn 
out  to  be  wrong.  In  the  end  it  is  often  a  matter  of  opinion  as  to  whether 
the  law  has  been  broken  or  not.  That,  of  course,  is  precisely  what  a 
jury  has  to  decide.  But  in  complicated  cases  jury  verdicts  can  be  swayed 
by  the  aggressive  tactics  of  law  enforcement  and  by  the  weakening 
of  the  defense  through  long  delays  before  the  case  is  brought  to  trial. 

Businessmen,  of  course,  can  always  play  it  safe.  But  that  is 
contrary  to  the  spirit  of  capitalism,  which,  in  the  pursuit  of  suc- 
cess, depends  on  taking  risks — often  huge  ones. 

The  future  of  free-market  enterprise  depends  on  the  contin- 
ued willingness  of  rank-and-file  entrepreneurs  and  executives  to 
take  risks  to  launch  and  expand  businesses,  as  well  as  to  retain  their 
businesses'  competitiveness  in  increasingly  crowded  world  markets. 

If  businessmen  and  -women  become  scared  of  breaking  laws  they 
imperfectly  understand,  or  if  they  fear  becoming  victims  of  the  De- 
partment of  Justice's  legal  terrorism,  they'll  cease  making  the  kinds  of 
decisions  that  keep  the  U.S.  economy  energetic  and  pushing  forward. 

That  would  be  tragic  for  the  U.S. — and  the  world.  So  let's 
keep  the  legal  bloodhounds  active — but  on  a  sensible  leash.  F 
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Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  and  Ernesto  Zedillo,  director, 
Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico,  rotate  in  writing  this  column. 
To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Dog  Day  Good  News 


MIX  TOO  MUCH  SOUR  HEADLINE  NEWS  WITH  YOUR  SUMMER  BRATS 
and  you'll  wish  the  camp  canteen  had  stocked  more  Zantac.  But  don't 
panic  yet.  There's  plenty  of  good  economic  news  to  pull  us  through. 

First,  let's  go  straight  to  the  heartburn's  source.  The  second 
quarter  slowed  to  2.5%  growth.  Job  growth  sank  to  the  lowest  lev- 
els since  the  third  quarter  of  2003,  according  to  the  Labor  Depart- 
ments payroll  survey.  Housing  starts  have  fallen  18%  this  year. 
The  Fed  made  its  seventeenth  straight  hike  in  June,  yet  core  infla- 
tion hit  an  1 1 -year  high  that  month.  North  Korea  fired  off  missiles 
with  impunity,  Iran  bankrolled  murderous  strikes  into  Israel — and 
laughed — and  Iraq  remains  a  mess.  The  Doha  Round  of  trade 
talks  collapsed.  July  was  the  second-hottest  July  ever  recorded, 
and  August  brought  another  likely  al  Qaeda  airliner  bomb  plot. 

Cold  beer,  anyone? 

Now,  we're  always  in  favor  of  a  cold  beer,  there  being  none 
better  than  Corona  on  ice  (with  a  lime  wedge).  But  let's  drink  to 
slake  our  thirst,  not  to  drown  our  angst.  The  U.S.  economy  is  in 
good  shape.  The  investment  climate  is  opportune.  Consider: 

•  The  second-quarter  slowdown  came  off  of  a  5.6%  first  quarter. 
The  economy  has  averaged  4%  this  year. 

•  Gold  prices  are  down  11%  from  May's  peak.  This  contradicts 
that  1 1 -year-high  inflation  report,  but  remember:  Gold  is  a  lead- 
ing indicator,  the  report  a  lagging  one. 

•  As  commentator  Larry  Kudlow  writes:  "The  bond  market  is  say- 
ing the  Fed  has  tightened  enough.  A  model  of  inflation-indexed 
bonds  now  shows  the  real  fed  funds  rate  to  be  above  the  real  ten- 
year  bond  rate.  This  suggests  that  money  is  becoming  scarce  and 
that  inflation  is  much  less  of  a  threat  than  it  was  a  year  ago." 

•  Productivity,  profits  and  investments  are  all  strong.  As  First  Trust  Ad- 
visors Chief  Economist  Brian  Wesbury,  writes:  "Productivity  bounces 
around  from  quarter  to  quarter,  but  nonfinancial  corporate-sector  pro- 
ductivity is  up  4%  at  an  annual  rate  in  the  past  five  years.  This  is  why 
the  economy  is  so  resilient." 

More  Wesbury  figures: 

•  Corporate  profits  are  at  an  alltime-high  share  of  GDP,  with 
most  reporting  companies  ahead  of  analysts'  estimates. 

•  Commercial  and  industrial  loans  are  up  at  an  annual  rate  of  15.3% 
so  far  this  year,  a  level  of  growth  not  seen  since  the  go-go  Nineties. 

•  Excluding  transportation,  new  orders  for  durable  goods  are  up 
9.6%  at  an  annual  rate  in  the  first  five  months  of  2006  while 
unfilled  orders  are  up  12.8%. 

•  Industrial  production  jumped  0.8%  in  June:  The  U.S.  manufac- 
turing sector  has  never  produced  more  "stuff" 

•  Private  nonresidential  construction  is  up  12.7%  in  the  past  year, 
and  lodging  construction  (hotels)  has  surged  51%.  All  of  this  is 
offsetting  the  slowdown  in  housing  starts. 

Good  news  is  also  seen  by  David  Malpass,  chief  economist 


for  Bear  Stearns.  "Third-quarter  growth  is  starting  out  strong, 
continuing  the  seesaw  strong-weak  pattern  of  recent  quarters." 
More  Malpass: 

•  U.S.  sales  of  domestically  produced  cars  and  trucks  rose  to 
13  million  in  July,  4.5%  above  the  second -quarter  average.  This 
provides  a  strong  start  to  the  third  quarter's  GDP. 

•  The  Institute  for  Supply  Management  manufacturing  index 
rose  to  54.7  in  July,  which  the  ISM  estimates  is  associated  with  a 
4.4%  real  GDP  growth  rate. 

•  Pending  sales  of  existing  homes  rose  0.4%  in  July,  going  against 
expectations  of  a  decline. 

•  Federal  tax  receipts  rose  approximately  13%  year  over  year  in 
July.  For  fiscal  year  2007  the  deficit  looks  like  it  might  fall  to 
$200  billion  due  to  burgeoning  tax  receipts. 

What  about  the  collapse  of  the  Doha  Round?  Is  this  Smoot- 
Hawley  redux?  Does  it  portend  another  global  depression?  Supply- 
sider  Bruce  Bartlett  thinks  so.  The  former  Reagan  economic  ad- 
viser and  drafter  of  the  historic  pro-growth  Kemp-Roth  tax  bill 
writes:  "Future  historians  may  well  conclude  that,  of  all  the  Bush 
Administration's  economic  mistakes,  this  was  the  biggest.  That  is 
because  we  may  have  just  seen  the  end  of  the  free-trade  consen- 
sus that  has  been  at  the  core  of  U.S.  international  economic  policy 
for  both  parties  since  World  War  II.  The  result  may  be  a  new  era 
of  protectionism  that  could  be  extraordinarily  costly  and  painful." 

Don't  believe  it.  First,  Bartlett  has  every  incentive  to  bash  Bush. 
In  February  Bartlett  published  a  book  titled  Imposter:  How  George 
W.  Bush  Bankrupted  America  and  Betrayed  the  Reagan  Legacy.  The 
book  bombed — it  ranks  41,266  on  Amazon  as  I'm  writing  this — but 
it  did  pay  off  in  other  ways.  Bartlett  became  the  favorite  (and  only) 
supply-side  guest  columnist  on  the  New  York  Times'  online  Op-Ed 
page.  He  lectures  through  the  same  agency  that  books  Al  Franken 
and  Anita  Hill.  Count  on  Bartlett  to  issue  the  bleakest  of  forecasts. 

While  the  collapse  of  the  Doha  Round  can't  be  read  as  good 
news,  trade  will  go  on.  As  Michael  Barone  points  out:  "The  zone 
of  free  trade  continues  to  expand  as  the  U.S.,  during  this  admin- 
istration, negotiates  one  free-trade  agreement  after  another— 
Oman  and  Jordan,  Central  America  and  Australia,  Peru  and 
Colombia.  All  are  increasing  connectivity." 

The  mother  of  all  "connectivity  increasers"  is  technology  and 
the  Internet.  How  much  trade  today — in  ideas,  services,  software, 
capital — is  occurring  electronically  yet  being  missed  by  the  coun- 
ters? Way  more  than  anyone  knows  is  my  guess.  That's  a  good  thing. 

Yep — it's  the  dog  days.  Everybody  feels  doggy.  But  its  a  good 
time  to  invest.  F 


Forbes 


Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  visit 
his  home  page  at  www.karlgaard.com. 
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How  do  you  ensure  compliance  and  manage  costs  when  your  security  is  less  than  certain? 
Even  "zero-day"  solutions  aren't  fast  enough  to  protect  against  losses  once  an  Internet  attack  hits. 
The  alternative  is  preemptive  security  from  Internet  Security  Systems.  Because  our  enterprise  solutions 
are  based  on  the  world's  most  advanced  vulnerability  research,  only  ISS  can  can  offer  preemptive  security  anc 
stop  threats  More  they  impact  your  business.  So  why  rely  on  "reaction"  when  security  can  be  a  sure  thin 

Need  proof?  Get  a  free  whitepaper,  Preemptive  Security:  Changing  the  Rules, 
at  www.iss.net/proof  or  call  800-776-2362. 

NETWORK  &  HOST  INTRUSION  PREVENTION        MANAGED  SECURITY  SERVICES    |    VULNERABILITY  MANAGEME* 


1MWJU, 


Q  INTERNET  |  SECURITY  |  SYSTEMS* 

Ahead  of  the  threat!" 


Short  stuff:  Mark  Cuban. 


Informer  

INFORMER@FORBES.COM 

Read  the  Second  Item 

In  backing  Sharesleuth.com,  a 
Web  site  devoted  to  exposing 
dubious  stocks,  Dallas  billionaire 
Mark  Cuban  provocatively  said 
he  might  short  shares  before  the 
release  of  a  negative  story.  Sub- 
ject of  the  first  expose,  posted 
Aug.  7:  Xethanol,  a  New  York 
City  firm  in  the  suddenly  trendy 
ethanol  field;  it  sported  a  lofty 
market  cap  despite  no  apparent 
business,  shaky  finances  and  a 
dubious  corporate  provenance 
that  includes  a  reverse  merger  with  a  firm  named  Zen  Pottery 
Equipment.  Sound  familiar?  You  read  all  that  right  here  in  the 
Apr.  24  issue,  put  online  Apr.  6  amid  a  sharp  one-month  share 
price  rise  from  $5.60  to  an  alltime  high  of  $16.18  on  Apr.  18. 
Xethanol,  which  defends  itself,  has  since  retreated  to  a  recent 
$5.08.  In  the  far-longer  Sharesleuth  article  Cuban  said  he  shorted 
10,000  shares  at  "around"  $12.65  each.  The  flamboyant  Cuban, 
48,  who  started  Broadcast.com,  ducked  the  Internet  bust  and 
now  owns  the  Dallas  Mavericks,  acknowledges  on  his  blog  he 
started  shorting  Xethanol  May  10  but  says  he  learned  about  the 
firm  from  Chris  Carey,  his  journalist-turned-Sharesleuth 
researcher.  Why  such  a  delay  in  spreading  the  word?  "We  wanted 
to  make  sure  we  got  it  right,"  Cuban  e-mails  FORBES.  "Wouldn't  u 
love  that  luxury?"         —Matthew  Rand  and  William  P.  Barrett 

Read  the  First  Item 

Right  in  Cuban's  home  city,  shares  of  Manchester  Inc.  have  risen 
222%  in  the  past  21  months  to  a  recent  $6.35,  generating  a  $210 
million  market  cap  on  paper.  That  looks  fluffy  for  a  young  com- 
pany with  (a)  few  employees,  (b)  no  revenues,  (c)  a  negative  net 
worth,  (d)  just  $1 16,000  in  the  bank  and  (e)  an  abrupt  change  in 
business.  After  unsuccessfully  trying  to  become  a  copper,  nickel 
or  platinum  miner,  Manchester  last  year  rechristened  itself  a 
used-car  dealer — but  has  yet  to  operate  even  a  single  lot.  A 
Manchester  official  tells  FORBES  an  acquisition  is  in  the  offing 
and  investors  see  an  "exceptional  business  opportunity."  — M.R. 

A  Little  Portfolio  Diversification? 

While  investor  infatuation  with  things  digital  springs  anew, 
Timberland  Markets  reports  rumors  that  Michael  Dell,  whose  $18 
billion  net  worth  placed  him  fourth  on  last  year's  Forbes  400  list, 
was  among  the  buyers  when  International  Paper  earlier  this  year 
unloaded  hundreds  of  millions  of  its  trees.  The  trade  journal  sug- 
gests that  Dell,  41,  who  left  college  two  decades  ago  to  start  Dell 
Computer,  was  part  of  a  deal  fronted  by  Atlanta  forestland  invest- 
ment manager  TimberStar  to  pay  $1.1  billion  for  900,000  acres  in 
three  southern  states,  including  his  native  Texas.  TimberStar  and 
MSD  Capital,  Dell's  personal  investment  arm,  had  no  comment. 
International  Paper  says  it  doesn't  know.  —Kerry  A.  Dolan 


That  Could  Take  a  While 

In  late  June  South  Dakota's  richest  person,  banking  billionaire 
T.  Denny  Sanford  of  Sioux  Falls,  announced  a  $70  million  gift  tc 
help  turn  the  old  Homestake  Mine  into  an  underground  lab.  But 
his  huge  generosity  was  crowded  out  of  national  publicity 
because,  on  the  very  same  day,  Warren  Buffett  staged  a  New  York 
City  press  conference  about  his  $30  billion  gift  to  the  Gates  Foun- 
dation. Laughs  Sanford:  "A  few  people  kidded  me,  but  it  really 
doesn't  bother  me."  He  owns  92%  of  holding  company  United 
National  Corp.  (estimated  2004  profit:  $180  million).  Sanford,  70, 
also  gave  away  $70  million  last  year  and  plans  to  continue  large- 
scale  philanthropy.  His  intended  goal:  "die  broke."        —  W.RB. 

The  Mailroom  Gets  Blamed  Again 

The  Better  Business  Bureau  Wise  Giving  Alliance  says  the 
famous  Simon  Wiesenthal  Center  in  Los  Angeles  (latest  yearly 
donations,  $18  million)  flunked  a  third  of  its  20  charitable 
accountability  standards.  Among  shortcomings  a  recent  report 
cited:  inadequate  board  procedures,  poor  financial  disclosure  and 
failure  to  protect  donor  privacy.  The  nonprofit  watchdog  says  it 
will  review  the  Holocaust- remembrance  organization's  assertions 
that  many  criticisms  are  unfounded.  But  the  Wiesenthal  Center 
backed  off  a  claim  that  it  hadn't  been  given  a  chance  to  dispute 
BBB  concerns  after  the  BBB  said  it  twice  sent  draft  reports  via  cer- 
tified mail  and  had  recipient  signatures  as  proof.  — W.RB. 

Heigh  Ho,  If  s  Off  to  Mel  We  Go 

Walt  Disney  Co.  might  be  one  of  the  few  in  Hollywood  stand- 
ing to  benefit  from  businesses  ties  with  new  industry  whipping 
boy  Mel  Gibson  (right).  After  his 
anti-Jewish  rant  made  worldwide 
news,  the  Mouse  House  canceled 
a  planned  Holocaust  television 
miniseries  with  Gibson  at  a  cost 
of  no  more  than  $100,000  in 
research  and  writing  fees.  And 
though  it  could  still  bail  out, 
the  studio  stands  to  collect  a  big 
fee  based  on  gross  receipts  to  distrib- 
ute Gibson's  upcoming  Mayan- 
language  movie,  Apocalypto. 
—Brett  Pulley 


easons for 


A  measure  of  satisfaction  with  governmen 
Postal  Service  received  59,450  complaints  nationwide 
during  the  single  week  of  Oct.  10,  2005.  Such  widespread 
displeasure  became  known  only  after  advocates  fighting  a 
higher-postage  proposal  at  the  Postal  Rate  Commission 
randomly  picked  that  week  and  asked  for  "every  con- 
sumer complaint."  The  post  office  formally  objected,  in  a 
filing  that  revealed  the  gripe  count  and  argued  that  mak- 
ing copies  after  redacting  personal  data  would  take  thou 
sands  of  staff  hours  and  be  an  "undue  burden."    — W.P. 
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I  want  solutions  for 


What  do  you  want?  We  can  help  get  you  there.  The  Power  of  the  Pyramid' 

Every  business  has  its  own  unique  needs  and  challenges.  And  because  one  size  doesn't  fit  all, 
Transamerica  offers  flexible  retirement  planning,  executive  benefit,  and  insurance  strategies  designed 
with  one  thing  in  mind — helping  you  get  what  you  want.  Even  admiration  from  the  person  in  the  mirror. 


Contact  your  financial  professional,  or 

Call  1-800-PYRAMID 
www.transamerica.com 


Transamerica 

1906  ★  100  YEARS  *  2006 
The  Power  of  the  Pyramid 


Insurance  products  underwritten  by  Transamerica  Occidental 
Life  Insurance  Company,  Cedar  Rapids,  IA,  founded  in  1906, 
and  its  affiliates  outside  New  York.  In  New  York,  insurance 
products  underwritten  by  Transamerica  Financial  Life  Insurance 
Company,  Purchase,  NY.  Not  available  in  all  jurisdictions. 

TBC113F0906 


Member  of  the  AEGON®  Group 


On  My  Mind 


By  Aviel  Rubin,  professor  of  computer  science  at  Johns  Hopkins  university  and  author  of  Brave  New  Ballot. 

The  Battle  to  Safeguard  Democracy  in  the  age  of  electronic  Voting. 


Pull  the  Plug 

You  don't  like  hanging  chads?  Get  ready  for  cheating  chips  and  doctored  drives. 


I  AM  A  COMPUTER  SCIENTIST.  I  OWN 
seven  Macintosh  computers,  one 
Windows  machine  and  a  Palm  Treo 
700p  with  a  GPS  unit,  and  I  chose  my 
car  (Infiniti  M35x)  because  it  had 
the  most  gadgets  of  any  vehicle  in  its 
class.  My  7-year-old  daughter  uses 
e-mail.  So  why  am  I  advocating  the 
use  of  17th-century  technology  for 
voting  in  the  21st  century — as  one  of 
my  critics  puts  it? 

The  2000  debacle  in  Florida 
spurred  a  rush  to  computerize  vot- 
ing. In  2002  Congress  passed  the 
Help  America  Vote  Act,  which 
handed  out  $2.6  billion  to  spend  on 
voting  machines.  Most  of  that  cash 
was  used  to  acquire  Direct  Record- 
ing Electronic  voting  machines. 

Yet  while  computers  are  very 
proficient  at  counting,  displaying 
choices  and  producing  records,  we 
should  not  rely  on  computers  alone 
to  count  votes  in  public  elections. 
The  people  who  program  them 
make  mistakes,  and,  safeguards 
aside,  they  are  more  vulnerable  to 

manipulation  than  most  people  realize.  Even  an  event  as  com- 
mon as  a  power  glitch  could  cause  a  hard  disk  to  fail  or  a  mag- 
netic card  that  holds  votes  to  permanently  lose  its  data.  The 
only  remedy  then:  Ask  voters  to  come  back  to  the  polls.  In  a 
2003  election  in  Boone  County,  Ind.,  DREs  recorded  144,000 
votes  in  one  precinct  populated  with  fewer  than  6,000  regis- 
tered voters.  Though  election  officials  caught  the  error,  it's  easy 
to  imagine  a  scenario  where  such  mistakes  would  go  unde- 
tected until  after  a  victor  has  been  declared. 

Consider  one  simple  mode  of  attack  that  has  already  proved 
effective  on  a  widely  used  DRE,  the  Accuvote  made  by  Diebold. 
Its  called  overwriting  the  boot  loader,  the  software  that  runs  first 
when  the  machine  is  booted  up.  The  boot  loader  controls  which 
operating  system  loads,  so  it  is  the  most  security-critical  piece  of 
the  machine.  In  overwriting  it  an  attacker  can,  for  example,  make 
the  machine  count  every  fifth  Republican  vote  as  a  Democratic 
vote,  swap  the  vote  outct  me  at  the  end  of  the  election  or  produce 
a  completely  fabricate .      •  lit.  To  stage  this  attack,  a  night  janitor 


We  should  not  rely  on 
computers  alone  to  count 
votes  in  public  elections. 


at  the  polling  place  would  need  only 
a  few  seconds'  worth  of  access  to  the 
computers  memory  card  slot. 

Further,  an  attacker  can  modify 
what's  known  as  the  ballot  definition 
file  on  the  memory  card.  The  out- 
come: Votes  for  two  candidates  for  a 
particular  office  are  swapped.  This 
attack  works  by  programming  the 
software  to  recognize  the  precinct 
number  where  the  machine  is  situ- 
ated. If  the  attack  code  limits  its 
execution  to  precincts  that  are  statis- 
tically close  but  still  favor  a  particu- 
lar party,  it  goes  unnoticed. 

One  might  argue  that  one  way  to 
prevent  this  attack  is  to  randomize 
the  precinct  numbers  inside  the  soft- 
ware. But  that's  an  argument  made  in 
hindsight.  If  the  defense  against  the 
attack  is  not  built  into  the  voting  sys- 
tem, the  attack  will  work,  and  there 
are  virtually  limitless  ways  to  attack 
a  system.  And  let's  not  count  on  hir- 
ing 24-hour  security  guards  to  pro- 
tect voting  machines. 

DREs  have  a  transparency  prob- 
lem: You  can't  easily  discover  if  they've  been  tinkered  with.  It's 
one  thing  to  suspect  that  officials  have  miscounted  hanging 
chads  but  something  else  entirely  for  people  to  wonder  whether 
a  corrupt  programmer  working  behind  the  scenes  has  rigged  a 
computer  to  help  his  side. 

My  ideal  system  isn't  entirely  Luddite.  It  physically  separates 
the  candidate  selection  process  from  vote  casting.  Voters  make 
their  selections  on  a  touchscreen  machine,  but  the  machine  does 
not  tabulate  votes.  It  simply  prints  out  paper  ballots  with  the  vot- 
ers' choices  marked.  The  voters  review  the  paper  ballots  to  make 
sure  the  votes  have  been  properly  recorded.  Then  the  votes  are 
counted;  one  way  is  by  running  them  through  an  optical  scan- 
ner. After  the  polls  close,  some  number  of  precincts  are  chosen  at 
random,  and  the  ballots  are  hand  counted  and  compared  with 
the  optical  scan  totals  to  make  sure  they  are  accurate.  The  beauty 
of  this  system  is  that  it  leaves  a  tangible  audit  trail.  Even  the 
designer  of  the  system  cannot  cheat  if  the  voters  check  the 
printed  ballots  and  if  the  optical  scanners  are  audited.  F 
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If  we  managed  their  contract  workers, 
they  could  have  afforded  a  better  grade  of  marble. 


ontact  Lisa  Quattrim,  Executive  V,ce  President,  at  1-888-828-2750.  w>     t        c  I 

<ti  Axium  International  Company/Certified  MBE.  ensemblemsp.com  Workforce  Solutions. 


Follow-Through 

SEPTEMBER  5,  200S 


Data  Mining  2.0 


The  2005  E-Gang  (left  to  right):  Stewart  Butterfield,  Caterina  Fake,  Peter  Norvig, 
Jimmy  Wales,  Ellen  Siminoff,  Barry  Oilier,  John  Markus  Lervik,  Jeffrey  Jonas. 


In  last  year's  FORBES  E-Gang  issue  (see 
p.  88  for  this  year's  group),  we  highlighted 
eight  "Masters  of  Information"  who  were 
building  fortunes  by  mining  the  Internets 
mounds  of  data.  What  strides  have  they 
made  since? 

Diner's  Dip 

Our  E-Gang  cover  story  described  how 
Barry  Diller,  the  boss  of  IAC/Interac- 
tiveCorp,  had  come  to  control  an  enviable 
array  of  Web  sites  with  overlapping  sweet 
spots  in  retail,  home  buying  and  dating. 
IAC  has  since  focused  on  integrating  its  60 
autonomous  brands.  The  most  recent 
quarter  was  a  rough  one,  with  net  income 
plummeting  91%.  In  the  same  quarter  last 
year,  IAC  had  sold  pieces  of  two  businesses 
and  reaped  one-time  gains.  To  boost 
underperforming  units,  including  Home 
Shopping  Network,  and  to  streamline  oth- 
ers, Diller  has  named  four  new  managers 
and  appointed  Douglas  Lebda,  founder  of 
IAC's  Internet  mortgage  company 
LendingTree,  as  president  and  chief  oper- 
ating officer  overseeing  all  IAC  properties. 
Ask  Jeeves,  IAC's  entrant  in  the  search 
race,  has  been  rebranded  as  Ask.  It  has  a 
2%  market  share. 

—Brett  Pulley 


The  Big  Picture 

Caterina  Fake  and  Stewart  Butterfield 
have  gone  from  Internet  mavericks  to 
media  darlings.  Since  our  story,  the  pairs 
accomplishments  as  founders  of  cult 
photography  Web  site  Flickr  have  been 
highlighted  in  four  more  national  publi- 
cations, including  Newsweek,  which  put 
them  on  the  cover.  Six  months  before 
our  piece,  Yahoo  bought  Flickr  for  an 
estimated  $35  million.  In  the  last  year 
the  site  has  grown  from  storage  for  32 
million  photos  to  214  million,  while  its 
mostly  free  membership  quadrupled  to 
4  million.  Butterfield,  33,  still  manages 
Flickr.  His  wife,  Fake,  37,  was  promoted 
to  lead  Yahoo's  technology  development 
group. 

— David  Whelan 

Search  and  Enjoy 

Google's  director  of  search  quality,  Peter 
Norvig,  has  gotten  a  promotion  to 
research  director.  Just  what  does  the  new 
job  entail?  "Good  question,"  says  Norvig. 
"I'm  the  director  of  'none  of  the  above.'" 
He  manages  some  90  wonks,  much  of 
whose  work,  like  speech  recognition  and 
searching  images  graphically  rather  than 


with  tag  words,  does  not  yet  fit  into  a 
Google  business.  When  he  is  not  recruit- 
ing more  talent,  Norvig  looks  at  new 
ideas,  like  a  hierarchical  clustering  algo- 
rithm (a  statistical  method  of  establishing 
similarities).  As  one  of  the  first  200  or  so 
employees  of  Google,  Norvig  agrees  that 
his  six-figure  salary  amounts  to  a  round- 
ing error  against  the  millions  he  has  made 
on  stock  options,  but  he  has  no  plans  to 
hit  the  beach.  "Why  walk  out  of  a  movie 
when  it's  just  getting  to  the  exciting  part?" 
he  says. 

—Quentin  Hardy 

Quality  Vs.  Quantity 

After  a  year  that  included  a  high-profile 
embarrassment,  Wikipedia  and  its 
founder,  Jimmy  D.  Wales,  have  found 
steady  footing.  The  November  contro- 
versy over  an  inaccurate  entry  on  veteran 
newsman  John  Seigenthaler  highlighted 
the  problems  with  the  popular  online 
encyclopedia's  format,  which  allows  users 
to  edit  entries.  Since  then  Wales,  40,  has 
vowed  to  put  a  premium  on  quality.  A 
growing  number  of  articles  can  only  be 
significantly  altered  by  registered  users  of 
the  site.  Even  so,  the  number  of  Wikipedia 
entries  has  grown  from  2.2  million  in  100 
languages  to  4.6  million  in  150.  Wales,  a 
former  Chicago  options  trader,  still  draws 
no  salary,  but  donors  upped  their  contri- 
butions to  the  nonprofit  Wikimedia 
Foundation,  which  runs  the  site.  The 
foundation  raised  $320,000  in  a  fourth- 
quarter  2005  funding  drive,  more  than 
double  what  it  received  in  all  of  2004. 

—Elizabeth  Corcoran 

Adding  Intelligence 

Ellen  Siminoff's  privately  held  firm, 
Efficient  Frontier,  relies  on  dauntingly 
complex  calculations  to  help  clients  get  a 
better  return  on  the  ads  they  buy  on  Web 
search  engines.  It  uses  algorithms  that 
sort  through  more  than  10  billion  vari- 
ables in  a  matter  of  seconds.  Siminoff,  39, 
reports  that  business  is  booming.  Effi- 
cient Frontier  is  now  managing  $250  mil- 
lion in  advertising,  up  $100  million  from 
last  year.  The  growth  comes  in  part  from 
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a  product  aimed  at  small  and  midsize 
businesses  and  from  a  push  into  the 
global  market.  Efficient  Frontier,  she  says, 
now  counts  70  of  the  top  500  search 
advertisers  as  customers,  up  from  40  when 
our  story  ran. 

-Q.H 

Finders  Keepers 

When  we  wrote  about  John  Markus 
Lervik,  the  cofounder  of  nine-year-old 
Norwegian  search  company  FAST  had 
seen  revenues  grow  at  an  annual  rate  of 
70%.  Growth  has  slowed  slightly,  to  60%, 
on  second-quarter  revenues  of  $38.5  mil- 
lion. But  after  building  a  base  of  corporate 
clients,  FAST  continues  to  sign  up  new 
clients,  including  Live  Nation  and  Ampd 
Mobile,  who  like  FAST  s  ability  to  weave 
global-positioning  data  and  profiles  of 
a  user's  past  searches  to  yield  location- 
sensitive  results.  The  company  doesn't 
trade  in  the  U.S.;  its  share  price  on  the 
Oslo  exchange  has  held  steady. 

-Q.H. 

Private  Eye 

Jeffrey  Jonas  made  his  name  in  the  soft- 
ware business  by  building  algorithms  that 
spot  Las  Vegas  casino  cheats,  money 
launderers  and  terrorists.  Now  an  IBM 
Distinguished  Engineer,  Jonas  has 
morphed  from  crook  catcher  to  con- 
sumer advocate.  Since  our  story,  he  has 
testified  before  the  Department  of  Home- 
land Security  on  behalf  of  privacy  rights 
and  co-written  an  influential  paper  on 
how  best  to  share  information  to  prevent 
terrorism.  Jonas  was  also  made  a  senior 
adviser  at  the  powerful  Center  for  Strate- 
gic &  International  Studies  in  Washing- 
ton, D.C.  Jonas'  new  mantra:  If  you  are 
going  to  share  information,  do  it  anony- 
mously. Several  government  agencies  (the 
tight-lipped  IBM  won't  say  which  or  how 
many)  have  recently  bought  Jonas'  newest 
analytics  tool  to  merge  once  separate 
databases  and  catch  anomalies  and  sus- 
picious links  without  revealing  the  iden- 
tities of  individuals.  The  product  is  still 
in  its  infancy,  but  two  health  care  organ- 
izations have  also  bought  the  software. 

— Bruce  Upbin 
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85  YEARS  AGO  IN  FORBES  | 
JULY  23.  1921 

Mother  of  Invention  Hatching 

an  idea  is  only  the  beginning  of  the 
battle.  The  foundation  for  nearly  every 
conspicuous  American  achievement, 
organization  or  institution  was  laid  by  . 
the  sweat  and  sacrifice  and  unconquer- 
able perseverance  of  some  man  pos- 
sessed by  an  idea  he  was  willing  to  give 
his  life  for,  if  necessary.  Don't  make  the 
mistake  of  imagining  that  an  idea, 
no  matter  how  good,  can  win  its  way 
in  the  world  unless  you  have  grit 
enough,  backbone  enough,  enthusiasm 
enough  to  get  behind  it  and  push  with 
all  your  might. 

25  YEARS  AGO  IN  FORBES  | 
APRIL  13,  1981 

Sour  Apple  Apple  Computer,  its 
resources  stretched  taut,  is  facing  sig- 
nificant problems.  It  is  having  a  difficult 
time  bringing  a  heavily  promoted  new 
computer  to  market.  There  are  morale 
problems  after  the  firing  of  40  middle- 
and  low-level  managers  early  last 
month.  Sales  are  booming,  but  the 
company's  runaway  growth  rate  is 
leaving  its  factories  hard-pressed  to 
keep  pace  with  that  demand.  That's 
the  story  behind  the  recent  announce- 
ment that  the  Cupertino,  Calif,  per- 
sonal computer  maker  is  reshuffling  its 
top  management. 

Apple  just  introduced  a  new  computer, 
a  new  server  and  a  new  operating 
system. 

15  YEARS  AGO  IN  FORBES  | 
APRIL  1, 1991 

No  Stopping  Gates  Bill  Gates 

has  the  laws  of  eco- 
nomics stacked  in  his 
favor.  He  is  selling 
items  that  have  next 
to  no  marginal  unit 
costs  of  production. 
The  first  copy  of  a 
program  might  cost 
$20  million;  subsequent  copies,  $20  for 
the  diskettes  and  manual.  Should  he 
have  to  in  order  to  meet  competition, 
Gates  could  give  away  $1  billion  worth 
of  word  processing  software  and 
scarcely  dip  into  his  bank  account. 


The  endless  hustle  and  stress  of  the  modern  world  -  many  people 
accept  it  as  part  of  the  game.  But  it  doesn't  need  to  be  that  way. 
When  technology  helps  life  run  more  smoothly,  the  modern  world 
can  be  unbelievably  peaceful. 

Meet  LC  Electronics  and  enjoy  it  all: 
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FORD 


Familial  Relations 

Ford's  worried  directors  are  prodding  Henry  Ford's  heirs  to  consider 
the  unthinkable:  giving  up  control  of  the  struggling  automaker. 

By  Joann  Muller  and  Jonathan  Fahey 


HEN  FORD  MOTOR  WENT  PUBLIC  50  prevailed.  The  family  kept  5%  of  the  common  stock  but  took 

years  ago,  Henry  Fords  grandchildren  debated  40%  of  the  voting  rights  through  their  Class  B  shares.  They've 

how  much  control  the  family  should  retain,  been  calling  the  shots  ever  since. 

Chief  Executive  Henry  Ford  II  was  content         But  now,  amid  a  deepening  crisis  at  the  number  two  U.S. 

with  25%,  but  his  youngest  brother,  William  automaker,  there  are  signs  that  William's  only  son,  49-year-old 


Clay  Ford,  pushed  for  more.  "I  don't  think  25%  will  keep  us  in  William  Clay  Ford  Jr.,  could  be  the  last  of  Henry  Ford's  heirs  to 
the  position  of  calling  the  shots,"  argued  William,  who  eventually     run  the  company.  Bill  Ford  and  his  cousin  Edsel  Ford  II,  are  the 
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Ford  in  the  Future? 

Henry  Ford  had  only  one  child,  but  his  extended 
family,  now  in  the  fifth  generation,  continues  to  have 
influence  on  the  company.  How  long  will  that  last? 


ALESSANDRO 


ALLEGRA 


only  family  members  on  the  12-member  board.  The  40%  vote 
gives  the  family  immense  power  (the  next-largest  holder, 
Brandes  Investment  Partners,  has  an  8.6%  voting  stake).  But 
still,  the  board's  patience  with  Bill  Ford  appears  to  be  wearing 
thin,  and  the  Sarbanes-Oxley  rules  of  corporate  governance 
don't  make  exceptions  for  family  domination.  Even  as  Bill  Ford 
scrambles  to  salvage  his  six-month-old  turnaround  plan  for 
North  America,  the  company  has  hired— at  Bill  Ford's  sugges- 
tion, the  company  says — a  mergers  and  acquisitions  specialist 
named  Kenneth  H.M.  Leet  to  review  its  business  and  explore 
strategic  alternatives. 

Leet's  first  move  may  be  to  find  a  buyer  for  Ford's  unprof- 
itable Jaguar  brand.  But  Ford's  biggest  problem  by  far  is  its  bleed- 
ing North  American  operations.  To  fix  that,  the  board  may  have 
no  choice  but  to  push  for  even  more  drastic  steps — an  alliance  or 


merger— that  could  dilute  the  family's  control  and  potentially 
lead  to  a  change  in  management.  Indeed,  any  would-be  saviors, 
such  as  private  equity  firms  or  even  Nissan,  might  demand  elim- 
ination of  the  dual-class  structure. 

"The  events  of  the  past  few  months — the  proposed  alliance 
between  General  Motors  and  Nissan,  the  collapse  of  Ford's  market 
share  and  the  disappointing  financial  performance — have  awak- 
ened the  family  to  a  whole  range  of  strategic  options  that  they 
should  consider,"  says  John  Casesa,  a  former  Wall  Street  analyst 
who  is  now  an  industry  consultant  with  Casesa  Strategic  Advisors. 

Such  options  would  have  been  unthinkable  until  just  a  few 
months  ago.  But  Ford's  directors  can't  be  unmindful  of  their  own 
liability.  "Their  fiduciary  responsibilities  are  to  the  shareholders, 
not  the  family,"  says  Charles  M.  Elson,  a  governance  professor  at 
the  University  of  Delaware.  Beth  Young,  who  has  studied  dual- 
class  stocks  for  the  Corporate  Library,  a  corporate  governance 
group,  says:  "The  reason  directors  start  to  freak  out  with  this 
kind  of  situation  is  that  they  are  along  for  the  ride,  no  matter  how 
hard  they  disagree  [with  insiders]." 

At  a  meeting  in  July  the  Ford  board  discussed  the  possible 
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Down  a  Rocky  Road 


Buffeted  by  declining  share  and  rising  gas  prices,  Ford's 
stock  has  taken  a  hit  since  Bill  Ford  became  chairman. 


Ford's  stock  price 


10  \J 

GM-Nissan  alliance.  At  that  time  board  members  wondered 
whether  Ford  needed  a  partner  and,  if  so,  whether  the  Ford  fam- 
ily's voting  control  could  get  in  the  way,  according  to  a  person 
familiar  with  the  discussion.  A  company  spokesman  says  the 
family's  ownership  stake  has  never  been  an  obstacle  to  major 
strategic  moves  in  the  past,  pointing  out  that  Ford  already  has 
alliances  with  Mazda  and  Peugeot. 

Bill  Ford  became  chairman  in  1999  and  took  the  chief  execu- 
tive job  in  2001.  He  moved  quickly  to  restore  profits,  selling  non- 
core  businesses  and  cutting 
35,000  jobs.  But  he  has  struggled 
to  sustain  that  initial  success.  He's 
been  unable  to  settle  on  a  senior 
management  team  or  slow  Ford's 
decadelong  decline  in  market 
share,  which  has  tumbled 
another  point  so  far  this  year,  to 
18%.  The  company's  North 
American  auto  operations  lost 
$2.5  billion  in  2005  and  $1.3  bil- 
lion through  the  first  half  of  this 
year.  In  January  Bill  Ford 
launched  his  second  turnaround 
effort  that  included  plans  to  close 
14  plants  by  2012,  eliminate 
30,000  jobs  and  restore  profits  by 
2008.  In  luly,  as  gas  and  raw 
material  prices  rose,  Bill  Ford 
warned  of  even  more  cutbacks. 

With  so  many  problems  mounting,  what  initially  seemed  an 
advantage — a  Ford  descendant  willing  to  put  his  own  skin  in  the 
game — looks  more  like  a  problem.  For  one  thing,  Ford's  directors 
"made  a  serious  mistake"  when  they  appointed  Bill  Ford  both 
chief  executive  and  chairman,  says  Patrick  McGurn,  executive 
vice  president  of  Institutional  Shareholder  Services,  which 
advises  institutional  holders  like  mutual  fund  companies  how  to 
vote  in  proxy  contests.  The  reason,  he  says,  is  that  Bill  Ford  as 
family  member  and  operational  chief  has  to  serve  two  masters 
that  may  not  always  have  the  same  interests.  A  Ford  spokesman 
denies  that  is  true.  "The  Ford  family  continues  to  keep  the  long- 
term  interests  of  the  company  in  mind,"  he  says. 

Maybe  it  would  be  easier  for  an  outsider  to  take  painful  steps, 
like  sharply  reducing  the  number  of  dealerships,  cutting  manu- 
facturing capacity  beyond  announced  plans  or  even  axing 
smaller  brands  like  Land  Rover.  "The  family  is  the  inhibitor,"  says 
one  former  senior  executive.  "Sooner  or  later  you  need  a  hatchet 
man  [who  is]  not  worried  that  these  workers  are  my  family,  my 
great-grandfathers  legacy." 

Earlier  this  year  Bill  Ford  added  day-to-day  operating  respon- 
sibility to  his  already  heavy  workload  and  named  his  brother-in- 
law  Steve  Hamp,  former  president  of  the  Henry  Ford  Museum,  as 
his  chief  of  staff.  Meanwhile,  the  family's  fifth  generation  is  begin- 
ning to  exert  its  influence  inside  the  company.  Elena  Ford,  Henry- 
Ford  lis  40-year-old  granddaughter,  is  on  a  fast  track  to  senior 


Source:  FT  Interactive  Data  via 
FactSet  Research  Systems. 
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management  and  has  lobbied  publicly  for  a  board  seat.  Her  cousin 
Henry  Ford  III,  26,  recently  joined  the  company's  labor  relations 
department..  Another  cousin,  Al  Uzielli,  39,  is  a  Ford  marketing 
liaison  for  Hollywood.  "It's  awfully  hard  not  to  run  into  family 
interference,"  says  the  former  executive.  "Once  a  family  member 
parachutes  in,  the  problem  is  everybody  kisses  butt." 

Elena  Ford  was  put  in  charge  of  product  strategy  for  the  Lin- 
coln and  Mercury  brands  a  few  years  ago,  at  a  time  when  their 
future  was  in  doubt.  That  effectively  shut  down  debate  inside  the 

company,  says  another  former  sen- 
ior executive.  "People  thought,  'Oh, 
they  just  put  Elena  in  there.  I  don't 
think  I'm  going  to  be  the  person  to 
tell  them  it's  a  waste  of  time."'  Elena 
Ford  responds:  "Yes,  I'm  a  Ford, 
but  as  far  as  I  can  tell,  people  have 
absolutely  no  problem  looking 
right  past  that  when  it  comes  to 
getting  work  done.  I'm  candid  with 
my  colleagues,  as  they  are  with  me, 
especially  when  we're  making  deci- 
sions that  are  in  the  best  interests  of 
our  company." 

Bill  Ford  is  the  first  family  chief 
executive  since  Henry  Ford  II 
stepped  down  in  1979.  He  has 
sometimes  been  a  reluctant  chief 
executive,  having  reportedly 
offered  the  post  to  outsiders,  such 
as  Carlos  Ghosn  of  Nissan.  But  no  one  has  been  willing  to  take 
on  the  job,  in  part  because  of  the  family's  control.  Several  famous 
executives  were  nudged  out  by  the  family,  for  better  or  worse, 
including  Lee  Iacocca,  Phillip  Caldwell,  Donald  Petersen  and, 
most  recently,  Jacques  Nasser. 

At  Motorola,  Christopher  Galvin,  the  grandson  of  the  com- 
pany founder,  was  pushed  out  by  independent  directors,  and  the 
company  has  since  recovered  under  new  Chief  Edward  Zander. 
Drugmaker  Bergen  Brunswig's  founding  Martini  family  con- 
verted their  supervoting  shares  into  common  shares  in  1989.  The 
family  got  a  controversial  premium  for  its  voting  power  (their 
shares  were  valued  at  $240  each  at  a  time  when  common  shares 
were  trading  at  $26)  but  at  least  eliminated  the  dual  class  struc- 
ture. At  the  New  York  Times  Co.  the  Sulzberger  family  remains 
in  firm  control,  with  a  6.6%  equity  stake  but  supervoting  power. 

Ford's  nonfamily  board  members  can  always  vote  with  their 
feet.  "The  last  thing  the  family  wants  to  see  is  a  bunch  of  outside 
directors  jumping  ship  and  citing  the  family's  control,"  says 
McGurn  of  ISS.  But  David  Cole,  chairman  of  the  Center  for  Auto- 
motive Research  in  Ann  Arbor,  doesn't  think  it  will  go  that  far. 
He  believes  Fords  troubles  will  ultimately  push  the  family,  whose 
stake  has  plunged  in  value  from  $2  billion  when  Bill  Ford  became 
chairman  to  a  recent  $700  million,  to  allow  a  change  in  owner- 
ship structure,  even  if  it  means  less  control.  "They'll  do  whatever 
it  takes  to  optimize  Ford's  success  over  the  long  run."  F 
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Fred  Couples  may  be  a  champion,  but  he  thinks  of  himself  as  just  a  guy  who  plays  golf.  Behind  his 
casual  demeanor/however,  are  hours  of  hard,  persistent  work.  For  every  easy  swing  are  hundreds 
of  practice  shots.  For  every  20-foot  putt  are  countless  yards  of  rehearsal.  Fred  Couples  drives 
himself  when  nobody  else  is  looking,  so  he  can  coast  when  they  are. 
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Too  Big  to  Fly? 

In  his  five  years  in  the  top  job  at  Pfizer,  Henry 
McKinnell  built  Lipitor  into  a  $12  billion  behe- 
moth, the  world  s  biggest  drug.  Now  it  could  be  a ' 
millstone  for  Jeffrey  Kindler,  who  replaced  him  in 
late  July.  An  appeals  court  just  cropped  a  year  off 
Lipitor  s  patent  (it  now  lasts  until  2010),  and 
generics  of  rival  Zocor  are  already  siphoning  off 
Lipitor  sales  (see  chart).  Pfizer  says  Lipitor's  track 
record  is  "unmatched,"  but  some  analysts  doubt 
the  drug  can  hit  its  $13  billion  goal  for  the  year. 

—Matthew  Herper 


Market  share  of  prescriptions  for  patients  starting  on 
WM  a  cholesterol  drug. 


6/30/06 


7/21/06 


Source:  IMS  Health  Statin  Watch. 
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Cash,  Cars  and  a  Priest 

A  suit  against  short-sellers  rises  above  the  usual 
humdrum  pleadings.  It  tells  quite  a  tale. 
By  Bernard  Condon 


THE  CURRENT  FASHION  TO  BLAME 
short- sellers  for  a  company's  falling 
stock  has  hit  a  disturbing — and 
loony — peak  a  suit  by  embattled 
insurance  company  Fairfax 
Financial  alleging  that  big 
hedge  funds  tried  to 
destroy  it  with  a 
scheme  that  in- 
cluded trailing  its 
chief  executive's 
car,  harassing  his 
priest  and  engag- 
ing the  services  of 
a  mysterious  man 
named  "Dick  Tracy." 
Less  colorful,  the  rack 
eteering  suit,  filed  in  late 
July  in  Morris  County,  N.J., 
also  accuses  the  funds  of  a  "whole- 
sale manufacture"  of  accounting  problems — 
then  spreading  worry  of  these  "bogus"  issues 
to  investors,  the  media  and  regulators. 

The  supposed  mischief  at  Fairfax  may  in- 
deed be  bogus,  but  note  that  the  Securities 
&  Exchange  Commission  and  the  U.S.  At- 
torney's office  in  Manhattan  did  consider  it 


worth  a  look.  Their  concern:  that  Fairfax  may 
have  bought  insurance  that  should  have  been 
classified  on  its  balance  sheet  as  loans.  How 
amusing  that  two  days  after  Fairfax 
sued  the  hedge  funds  for  $6 
billion  in  damages,  it  an- 
nounced it  would  take 
a  charge  of  as  much 
as  $240  million  for 
bad  bookkeeping 
involving  the  sus- 
picious loanlike 
polices.  The  com- 
pany says  the 
charge  is  "immate- 
rial" and  does  not  re- 
flect at  all  on  its  case. 
Investors  in  Fairfax 
have  been  on  a  wild  ride  of 
late,  and  the  cloak-and-dagger 
maneuvers  of  short-sellers  may  have  helped. 
But  are  sellers  really  to  blame  for  the  shares' 
slump  over  the  past  three  years? 

This  much  is  certain:  The  "dirty  tricks" 
have  led  to  a  personality  change  in  the  usu- 
ally taciturn  Fairfax  Chief  Prem  Watsa.  For 
years  this  Buffett  of  the  North,  as  he  has  been 


called,  shunned  conference  calls  and  press  in- 
terviews in  favor  of  letting  the  numbers  of 
his  Toronto  firm  speak  for  themselves. 

Watsa  has  long  been  a  favorite  of  value 
investors  impressed  with  his  bearish  bets,  as 
when  he  sold  half  of  Fairfax's  stock  holdings 
before  the  1987  crash  and  bought  puts  against 
the  S&P  500  before  the  index  dropped  in 
2000.  But  then  he  acquired  some  bum  in- 
surers and  lots  of  that  suspicious  insurance. 

The  stock  fell,  the  critics  carped  and  this 
reticent  bear  became  a  charging  bull  suddenly 
willing  to  talk  up  his  stock  and  skewer  the 
shorts.  Watsa  did  his  first  press  interview  ever 
three  and  a  half  years  ago,  with  this  magazine. 
We  subsequently  published  a  skeptical  view 
of  the  company  (FORBES,  Feb.  3,  2003).  He 
now  sees  much  of  Fairfax's  negative  press  as 
part  of  a  "massive  and  fraudulent  disinforma- 
tion campaign"  engineered  by  short-sellers. 

The  88-page  suit  in  New  Jersey  state  court 
reads  like  a  John  le  Carre  novel.  It  accuses 
shorts  of  sneaking  into  Fairfax  offices,  try- 
ing to  hack  into  its  computers  and  spread- 
ing a  rumor  that  Watsa  had  "absconded  with 
stolen  company  funds,"  the  Royal  Canadian 
Mounted  Police  in  hot  pursuit.  One  partic- 
ularly curious  section  asserts  that  a  hedge 
fund  hired  a  "shadowy  operative"  to  fire  oft" 
a  letter  to  Watsa's  priest  comparing  the  Fair- 
fax chief  with  one-time  fugitive  Martin 
Frankel.  The  letter's  return  address:  St. 
Patrick's  Cathedral  in  New  York  City.  It  con- 
cludes by  suggesting  the  priest  get  a  "confes- 
sion" from  Watsa. 

How  the  short-sellers  thought  this  would 
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Name:  Bob  Davis 

Age:  36 
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sink  Fairfax  stock  is  not  clear.  Perhaps  it  ex- 
pected the  priest  to  appear  on  CNBC. 

Other  allegations  could  have  led  to  share 
drops,  though  only  short-lived  ones  if  the  com- 
pany truly  had  a  "transparent  and  sound  busi- 
ness plan,"  as  the  suit  contends.  It  says  defen- 
dant Steven  Cohen,  the  superstar  chief  of  $10 


billion  SAC  Capital,  "frequently  directs"  a  par- 
ticularly bearish  Morgan  Keegan  analyst 
when  to  issue  negative  reports  and  what  to  put 
in  them,  profiting  from  the  advance  notice. 

A  Morgan  Keegan  spokeswoman  says  the 
charges  are  "outrageous"  and  "defamatory!'  A 
spokesman  for  SAC  notes  the  charges  are  sim- 


ilar to  ones  filed  against  the  fund  earlier  this 
year  by  beleaguered  drugmaker  BiovaiL  Since 
Biovail  filed  the  suit,  its  stock  has  fallen  39%. 

Fairfax  isn't  faring  well  with  its  noisy  lit- 
igation, either.  Since  filing,  it  has  seen  its 
shares  fall  1 1  %.  Could  its  own  lawyers  be  part 
of  some  short-selling  cabal?  F 


In  1999  Millennium's  former  compli- 
ance officer  accused  Sitomer,  Rome  and 
another  colleague  of  conspiring  to  force 
him  out  and  to  punish  him  by  salting  his 
termination  statement  with  false  informa- 
tion. Arbitrators  sided  with  the  plaintiff, 
and  Millennium  was  ordered  to  pay 
$240,535  in  damages.  "We  were  wronged 
on  that  decision,"  says  Sitomer. 

Millennium  was  also  accused  of  selling 
unregistered  securities  in  Connecticut  and 
trading  without  a  license  in  Missouri  and 
Utah  (for  which  Millennium  was  fined 
$100,000).  Minor  issues,  says  Sitomer.  Re- 
gardless, in  2001,  as  their  NASD  sanctions 
kicked  in,  they  were  on  to  their  next  move: 
Blue  Star.  They  saw  it  as  a  way  to  sell  a  high- 
ticket  item,  not  to  mention  an  opportunity 
"to  meet  superstars,"  says  Rome. 

They  set  up  the  office  like  a  trading  floor: 
an  open,  10,000-square-foot  pit  with  moni- 
tors tracking  air  traffic.  They  pay  salespeo- 
ple on  commission  (top  earners  make  more 
than  $1  million).  The  men  spend  as  much 
as  $1  million  a  month  in  marketing,  buying 
ads  in  luxury  magazines,  spending  $200,000 
to  host  an  annual  society  event  at  Rome's 
Hamptons  estate  and  developing  partnerships 
with  Canyon  Ranch  Spas.  Blue  Star  is  the  ex- 
clusive broker  for  Donald  Trump's  online 
travel  agency.  All  this  has  disrupted  a  hereto- 
fore quiet  business.  Charter  jet  firms,  like  TAG 
Aviation,  complain  that  Blue  Star  pressures 
them  to  fly  their  planes  at  rates  that  barely 
cover  overhead.  Sitomer  is  unapologetic.  "We 
work  for  the  clients,"  he  says.  "Our  job  is  to 
get  the  best  price  for  the  best  aircraft." 

Within  a  year  the  two  men  say  they  plan 
to  take  Blue  Star  public,  make  an  acquisition, 
or  both.  Incidentally,  they  named  Blue  Star 
after  the  1987  movie  Wall  Street,  in  which 
Michael  Douglas'  Gordon  Gekko  buys  Blue- 
star  Airlines  using  inside  information — and 
his  informant  is  sent  to  jail.  F 


MILE  HIGH 

Gordon  Gekko:  Role  Model 

Wall  Street  exiles  Todd  Rome  and  Ricky  Sitomer  are 
rocking  the  jet  charter  business  with  outsize  egos, 
flashy  marketing  and  a  questionable  past. 
By  Helen  Coster 

the  competition 
would  be  so  fierce." 

Profitability  isn't 
the  only  thing  that 
distinguishes  Blue 
Star.  Sitomer  and 
Rome  are  ruffling 
feathers  by  discount- 
ing prices,  dissing 
competitors  and  com- 
porting themselves 
with  a  swagger  better 
suited  to  a  trading 
floor  than  to  a  hangar. 
"We're  gonna  go  in  for 
the  kill,"  says  Rome. 
The  men  met  in  1990,  when  they  were 
living  at  home  and  working  at  the  same  small 
brokerage  on  Long  Island  "We  were  the  only 
people  who  were  still  there  at  1 1  [p.m.],  cold- 
calling,"  brags  Sitomer.  Four  years  later  they 
struck  out  on  their  own  and  founded  Mil- 
lennium Securities,  a  retail  broker  in  Man- 
hattan. Their  reputations  didn't  exactly  soar. 
According  to  the  National  Association  of  Se- 
curities Dealers,  in  1996  Sitomer  and  Rome 
sold  stock  in  a  company  they  were  under- 
writing, then  repurchased  the  stock  and 
resold  it  at  a  higher  price.  In  April  200 1 ,  with- 
out admitting  liability,  the  men  each  paid  a 
$100,000  fine  and  were  required  to  disgorge 
$1.1  million.  The  NASD  banned  the  firm  from 
Wall  Street.  Sitomer  says  that  they  decided 
to  settle  after  fighting  for  a  few  years. 


One  day  hawking  stock,  the  next  brokering  aircraft:  Sitomer,  Rome 

TO  HEAR  TODD  ROME  AND  RICHARD 
(Ricky)  Sitomer  tell  it,  the  two  co- 
founders  of  Blue  Star  Jets  have  created 
a  new  business  model  for  private  aviation: 
"We're  the  superbroker  of  the  industry''  says 
Sitomer,  37.  What's  more,  they  claim,  they're 
profitable — to  the  tune  of  seven  figures  on 
sales  of  over  $  1 00  million — unlike  fractional 
jet  companies  like  Warren  Buffett's  Netjets, 
which  lost  $80  million  last  year.  Blue  Star  is 
a  broker  between  people  who  want  to  char- 
ter a  plane  or  helicopter  and  owners  or  man- 
agers of  some  4,000  aircraft.  Customers  pay 
from  $1,000  an  hour  for  a  turboprop  to 
$  1 2,000  for  a  Boeing  business  jet.  Since  Blue 
Star  owns  no  aircraft,  it  needn't  worry  about 
costs  like  pilot  training  and  maintenance. 
Rome,  also  37,  crows,  "Buffett  didn't  think 
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DEALS 


Values 

Billionaire  Philip  Anschutz  tries 
to  stay  away  from  sin,  but 
he'll  make  an  exception  for 
gambling  j  By  Phyllis  Berman 


PHILIP  ANSCHUTZ  IS  A  DEVOUT 
conservative  Christian  who,  after 
making  billions  in  oil,. real  estate 
and  telecommunications,  turned  to 
making  uplifting  family  movies.  His 
most  successful,  coproduced  with  Dis- 
ney, was  The  Chronicles  of  Narnia:  'The 
Lion,  the  Witch  and  the  Wardrobe, 
which  grossed  $748  million  worldwide 
last  year. 

So  it  is  surprising  that  Anschutz  is 
now  caught  up  in  a  lobbying  imbroglio 
involving  the  not-so-wholesome  activ- 
ity of  gambling.  It's  not  that  Anschutz 
wants  to  own  a  casino.  In  2002  he  signed 
a  lease  with  the  British  government  to 
From  uplifting  spend  $500  mil- 

movies  to  a  casino  Hon  to  develop  a 
in  London:  Anschutz.  shuttered  sta- 
dium then  called  the  Millennium  Dome 
in  a  rundown  section  of  London.  The 
new  23,000-seat  concert  arena  would  be 
surrounded  by  an  entertainment  area 
that  would  include  a  theater,  movie 
houses  and  an  ice  rink. 

But  then  Anschutz  and  pioneer 
gambling  impresario  Sol  Kerzner  agreed 
to  the  idea  of  an  adjacent  casino  and 
hotel — all  the  better  to  draw  more  visi- 
tors to  the  entertainment  complex.  The 


casino  would  be  built  on  land  that  An- 
schutz owned;  Kerzner  would  own  and 
operate  the  casino  and  lease  the  land 
Kerzner,  well  known  for  having  a  bevy 
of  wives,  including  a  former  Miss  World, 
made  his  original  fortune  creating  Sun 
City  resort  in  South  Africa  and  is  also 
building  resorts  in  Singapore  and  Dubai: 

Before  any  casino  could  be  built, 
Anschutz  needed  to  get  Britain  to  lib- 
eralize its  30-year-old  gambling  laws 
to  allow  an  unlimited  number  of  slot 
machines  for  the  country's  sole  La^ 
Vegas-style  "super  casino."  That's  when 
he  found  himself  under  scrutiny.  The 
Times  of  London  revealed  that  over 
the  last  three  years  Anschutz  and  his 
people  have  met  with  Deputy  Prime 
Minister  John  Prescott  seven  times, 
once  when  he  hosted  Prescott  for  two 
nights  at  Anschutz'  ranch  in  Colorado. 
A  parliamentary  report  lambasted 
Prescott  for  getting  too  close  to 
Anschutz.  ("We  never  talked  about 
gambling,"  Prescott  said.) 

As  usual,  Anschutz  isn't  talking,  but 
so  far  his  plan  remains  on  track  In  late 
July  a  government  advisory  panel  rated 
the  Anschutz-Kerzner  bid  as  the  best 
among  several.  F 


TELEPHONE  TAG 

Playing  the  Numbers 

The  next  time  you're  in  a  boring 
meeting,  whip  out  your  cell  phone  to 
win  a  new  car.  (Just  don't  call  it 
gambling.)  By  Erika  Brown 

SONDRA  P.  IN  UTAH  WON  A  HUMMER  H3  FOR  $36.65. 
Jason  K.  in  Rapid  City,  S.D.  scored  a  42-inch  plasma  TV 
for  the  price  of  a  grande  latte.  David  C.  in  San  Diego, 
Calif,  got  a  pair  of  diamond  earrings  for  a  fistful  of  change. 

They  all  won  at  Limbo,  a  new,  highly  addictive  cell  phone 
game.  It's  gambling,  kind  of,  but  completely  legal.  The  com- 
pany that  created  it,  Limbo  41414  in  Burlingame,  Calif.,  says 
that  2.5  million  people  have  played  since  its  December  launch. 

To  win  Limbo  you  have  to  be  the  lowest  unique  bidder  for 
a  prize  when  the  contest  expires.  Gamers  join  a  particular  auc- 
tion by  sending  a  text  message  with  the  name  of  the  prize,  such 
as  "HDTV'or  "iPod,"  to  Limbo's  code  41414.  Then  they  text  in 
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Outfront 

their  bid,  expressed  in  cents.  Limbo 
texts  you  back:  "Bummer!  Someone 
got  here  first.  ...  Bid  again?"  So  you 
try  again.  "Aargh!  You  have  to  do  bet- 
ter. ...  Bid  again?"  You  bid  again. 
And  again.  And  again. 

It  can  go  on  like  this  for  days. 
Gamers  place  15  bids  in  a  game  on 
average.  Some  of  the  more  addicted 
players  have  bid  1 ,000  times  a  game. 
Most  games  are  free  to  play,  keeping 
Limbo  well  within  the  limits  of 
gambling  laws.  Limbo  charges  99 
cents  per  bid  for  some  auctions,  like 
one  going  on  now  for  a  Ford  Mus- 
tang GT.  To  make  these  auctions 
legal  Limbo  gives  bidders  virtual 
currency,  called  loot,  which  they 
can  swap  for  prizes,  such  as  DVDs, 
CDs  or  whoopee  cushions. 

Such  companies  as  Procter  & 
Gamble,  Netflix  and  Lifetime  Enter- 
tainment Services  are  paying  Limbo 
for  the  right  to  sponsor  prizes  or 
loot.  Jonathon  Linner,  cofounder 
and  chief  executive  of  Limbo, 
expects  to  sign  a  deal  with  P&G  that 
would  let  Limbo  run  an  auction  for 
a  year  of  free  Pampers  diapers. 
Losers  could  get  coupons.  "Every 
time  you  vote,  chances  are  you'll 
think  of  Pampers  when  you're  in  the 
grocery  store,"  says  Linner,  who 
once  ran  Enpocket,  a  text-messag- 
ing marketing  firm  (FORBES, 
Oct.  18,  2004).  He  hopes  to  bring  in 
$5  million  in  revenue  this  year,  80% 
of  it  from  sponsors,  the  rest  from 
game  fees.  Limbo  has  raised  $9  mil- 
lion from  Azure  Gapital  and  Draper 
Fisher  Jurvetson. 

For  wireless  operators  Limbo  is 
like  a  gateway  drug.  People  who  text 
more  may  be  willing  to  try  other 
mobile  games  and  services.  In  the 
U.S.  only  25%  of  mobile  users  send 
messages  at  least  once  a  week. 
In  Europe  and  Asia  it's  80%.  In  the 
long  run  wireless  firms  hope  to 
make  money  selling  mobile  ads. 
Christopher  Black,  director  of  mobile 
marketing  at  Cingular,  says,  "It's  one- 
to-one,  interactive  advertising.  You 
can't  get  better  than  that."  F 


Red  Alert 

Software  maker  Red  Hat  is  used  to  playing  the  underdog  to  Microsoft,  pushing 
its  distribution  of  the  low-cost  Linux  operating  system  as  an  alternative  to  Win- 
dows. But  now  the  disrupter  is  being  disrupted,  as  a  pack  of  its  top  engineers — 
guys  who  got  in  early  and  made  a  fortune  on  Red  Hat  stock — have  left  and 
formed  a  company  whose  mission  is  to  kill  off  operating  systems  altogether. 

"We  don't  think  anyone  should  have  to  think  about  the  operating  system," 
says  Billy  Marshall,  founder  and  chief  executive  of  Rpath,  situated  just  4  miles 
from  Red  Hat's  headquarters  in  Raleigh,  N.C.  Marshall  walked  away  with  stock 
worth  $3  million  at  todays  price. 

Rpath's  big  idea  is  this:  Instead  of  worrying  about  which  applications  run  on 
which  operating  systems,  wouldn't  it  be  better  if  each  application  came  with  its 
own  operating  system  already  attached?  That  way  you  just  plug  it  in  and  it 
runs.  Today  those  software  makers  have  to  create  multiple  versions  of  every 
application  they  sell  so  that  they  can  run  on  as  many  operating  systems  as  pos- 
sible. This  wasteful  effort  gobbles  up  50%  of  R&D  dollars  at  some  software 
shops,  Marshall  claims. 

So  Rpath  has  created  a  specialized  version  of  Linux  that  application  devel- 
opers can  attach  to  their  programs  instead.  Launched  in  February,  Rpath  has 
signed  6  customers,  including  database  maker  Ingres.  Marshall  aims  to  have  30 
by  the  end  of  this  year. 

If  Rpath  succeeds,  it 
will  be  bad  news  for  Red 
Hat,  whose  business 
involves  persuading  cus- 
tomers to  put  a  single 
version  of  Red  Hat  Linux 
on  all  their  machines, 
then  finding  applications 
that  can  run  on  that 
operating  system. 

Matthew  Szulik,  chief 
executive  of  Red  Hat, 
which  netted  $80  million 
on  $278  million  in  rev- 
enue last  year  and  boasts 
a  $4.3  billion  market 
value,  says  he  wishes  the 
fellas  all  the  luck  in  the 
world.  "Those  kids  won 
the  lottery,  and  they 
wanted  to  become  entre- 
preneurs. That's  fantas- 
tic." Yeah,  right 

— Daniel  Lyons 
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VIDEO 

Teensy  TV 

Jarred  by  the  explosion  of  short  amateur  videos  on  the  Web,  media  giants 
try  the  small  screen  |  By  Brett  Pulley 


I  N  THE  SUDDEN  EXPLOSION  OF 
I  amateur  video  clips  on  the  Web, 
I  "The  Easter  Bunny  Hates  You"  is  a 
I  hilarious  hit.  Only  two  minutes 
Hi  long,  it  shows  a  guy  in  a  bunny  cos- 
tume traversing  city  streets  harassing, 
attacking  and  beating  up  people.  "Do 
you  know  what  the  Easter  Bunny  is 
doing  the  other  364  days  of  the  year?" 
the  closing  credits  ask.  "Kicking  ass." 

More  than  3  million  Internet  users  in 
two  weeks  viewed  "The  Easter  Bunny," 
which  is,  like  much  of  this  new  medium, 
gloriously  sophomoric  and  assiduously 
amateurish.  But  this  short-lived  burst  of 
crudity  came  from  the  digital  studios  of 
NBC  Universal.  Although  it's  racy  fare  for 
a  company  like  NBC,  it  is  "a  real  example 
of  what  can  happen  when  you  get  it 
right,"  says  Beth  Comstock,  president  of 
digital  media  at  the  General  Electric 
subsidiary. 

Big  Media  is  startled  by  the  sudden 
popularity  of  short  bits  on  Web  sites  such 
as  YouTube.com  (FORBES,  Mar.  13)  and 
MySpace.com  and  on  millions  of  tiny 
screens,  from  Apple  iPods  to  the  next  gen- 
eration of  cell  phones.  What  started  as  a 
fad  may  be  a  revolution:  YouTube,  at  15 
million  clips  offered  daily  and  20,000  new 
posted  clips  a  day  when  FORBES  first  wrote 
about  it  in  March,  is  now  at  well  over  100 
million  videos  and  climbing;  its  fans  post 
65,000  new  shorts  a  day. 

Now  NBC  Universal  is  trying  to  surf 
this  wave.  It  is  being  joined  by  a  spate  of 
other  oldline  giants,  from  the  Sci  Fi  chan- 
nel to  the  iconic  cable  channel  that  first 
shortened  America's  attention  spans  25 
years  ago:  MTV.  They  are  spending  mil- 
lions of  dollars — a  pittance  compared  with 
bloated  prime-time  programming  budg- 
ets—to create  short  shows  for  the  tiny 
screen.  Some  are  even  considering  giving 


up  control  to  let  users  download  these 
Webisodes  and  recut  them  to  form  their 
personal  versions.  A  Time  Warner  unit  just 
began  letting  fans  do  that  with  some  movie 
trailers. 

"Our  legal  department  is  having  fits 
over  some  of  this  stuff!'  says  Craig  Engler, 
a  senior  vice  president  at  SciFi.com,  the 
Sci  Fi  channel's  online  unit.  The  folks  at 


Sci  Fi,  Which  is  owned  by  NBC  Universal, 
just  completed  ten  episodes  of  a  fleeting 
miniature  "reimagined"  version  of  the 
1970s  series  Battlestar  Galactica. 

Battlestar  Galactica:  The  Resistance  is 
first-run  fare  tailored  to  handheld 
screens.  Characters  are  shot  in  tight  close- 
ups,  and  wide  landscape  scenes  and  quick 
pans  are  avoided— too  much  for  a  2-inch 
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screen.  Captions  are  written  in  extra-large 
type.  Each  clip  runs  two  to  three  minutes 
and  reportedly  costs  $  1 2,000  to  shoot.  On 
sibling  unit  NRC  in  prime  time,  the  hospi- 
tal drama  E.R.  costs  up  to  $13  million  for 
a  one-hour  episode  and  $286  million  for 
a  full  season. 

Some  media  giants  began  dabbling  in 
teensy  TV  several  years  ago,  producing  slick 
online  videos  that  were  repurposed  from  reg- 
ular television  shows;  Disney's  ESPN  has  run 
sports  highlights  online  since  2001 .  The  new 
fare  is  far  edgier,  the  pace  is  quicker,  and  the 
feel  is  raw  amateur,  just  like  millions  of  home- 
made videos  online. 

At  the  offices  of  Viacom's  MTV  Networks 
in  Times  Square  in  New  York,  two  entire 
floors  have  been  handed  over  to  a  burgeon- 
ing digital  media  business.  Employees  craft 
various  types  of  fast-blitz  bits  for  Web  sites 
run  by  MTV,  VHl  and  other  channels.  "It's 
like  programming  for  the  attention  deficit 
disorder  generation,"  says  MTV  Networks  film 


and  music  executive  Van  Toffler.  "Give  it  to 
them  quick,  because  they're  going  to  watch 
it  on  the  run." 

MTV  Networks  just  struck  a  deal  with 
Google,  which  will  distribute  MTV's  video 
programs  to  hundreds  of  other  Web  sites. 
MTV  also  has  made  one  of  the  biggest  early 
bets  on  Web  shorts,  agreeing  to  pay 
$200  million  to  acquire  Atom  Entertain- 
ment, which  specializes  in  short-form  com- 
edy and  animation. 

In  international  markets,  where  MTV 
is  a  big  presence  and  where  broadband 
mobile  phones  are  more  advanced  than 
in  the  U.S.,  short-form  has  been  catching 
on  for  a  few  years.  Still,  even  MTV  suits 
aren't  sure  how  much  of  the  content  is 
merely  a  fad,  how  slick  the  productions 
should  look,  whether  viewers  will  tire  of 
tiny  screens  and  how  advertisers  will  take 
to  the  new  market. 

"We're  gathering  teams  of  people  on  this," 
says  Toffler,  "but  we  don't  know  what's  going 


to  work.  This  is  akin  to  what  was  done 
the  early  days  of  television."  Thus  son 
shows,  including  a  series  developed  by  ti 
Disney-ABC  Television  Group's  Soapn 
channel,  have  struck  single-sponsor  dea 
for  an  entire  series  run,  a  la  the  Texaco  Stc 
Theater  in  the  1950s. 

"Advertisers  are  clamoring  for  this  stufl 
says  Sci  Fi's  Engler. 

That's  why  brevity  is  beauty  in  televisio 
these  days.  Some  of  the  most  hotly  courts 
producers  specialize  in  abbreviated  pro 
grams.  Adam  Dolgins,  a  partner  in  the  Nev 
York  City  production  company  Fracture< 
Hip,  just  completed  a  two-minute  pilot  fo 
MTV  and  is  now  working  on  one  for  Yahoc 

"No  one  is  really  sure  what  the  viewer, 
want,  but  everyone  is  calling  and  talking,' 
Dolgins  says.  "We're  excited  about  not  beinj 
locked  into  the  22-minute  format  of  televi- 
sion." Still,  the  price  that  Fractured  Hip  car 
demand  from  studios  is  very  low.  "No  one 
is  spending  a  lot,"  he  says.  Not  yet.  F 


Slope 


In  August  2005  entertainment  blogger  Jeremy  Smith  asked  actor  Samuel  L.  Jackson  about  his  upcoming  New  Line 
Cinema  movie  called  Pacific  Air  121.  "Snakes  on  a  Plane,  man!"  Jackson  interrupted,  referring  to  the  films  original 
self-explanatory  name,  "We're  totally  changing  that  back.  That's  the  only  reason  I  took  the  job:  I  read  the  title." 
Smith  posted  the  interaction  on  his  blog.  In  days  "snakes  on  a  plane"  became  a  Net  buzzword,  a  full  year  before  the 
$35  million  (production  cost)  horror  movie  about— what  else? — snakes  terrorizing  passengers  would  be  released  on 
Aug.  18.  Soon,  up  sprouted  Web  sites,  video  parodies  and  proposed  sequels  (Snakes  on  a  Bus,  Bears  on  a  Train). 
Snakes  on  a  Plane  went  from  nearly  discarded  movie  title  to  potentially  industry-changing  paradigm:  Scenes  were 
reshot  to  include  suggestions  from  bloggers.  Here,  a  year  in  the  life  of  an  Internet  phenomenon.  —Amanda  Schupak 


Aug.  14,  2005 
Hollywood  blogger 
Jeremy  Smith 
delights  in  the 


Jan.  13,  2006 
The  Snakes  on  a  Plane 
Wikipedia  page  edited 
100  times.  Today  there  are 
1,600  revisions. 


Aug.  17, 2005 
Blogging  in 
response, 
screenwriter  Josh 
Friedman  coins  an 
R-rated  catchphrase 
that  producers 
wrote  into  the 
script. 


"Snakes  on  a 
plane"  added  to 
Urban  Dictionary, 
an  online  slang 
dictionary 
compiled  by  users. 
Definition  sent 
from  Sydney, 
Australia. 


Oct.  3, 2005 
First  entry  for 
Snakes  on  a 
Plane  put  up  on 
Wikipedia. 


<0  * 


Mar.  17, 2006 
Snakes  on  a  Plane 

featured  on 
VH1's  pop  culture 
talking  heads  show 
Best  Week  Ever. 


|  Feb.  19,  2006 
First  spoof 
W    movie  trailer 
posted  on 
YouTube.com, 
the  video- 
sharing  site. 


July  31,  2006 
Entertainment  Weekly  hits 
newsstands  with  a  Snakes 
on  a  Plane  cover  story. 
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e've  built  the  top-ranked  car  in  the  world 

jt  still  managed  to  keep  all  four  wheels  on  the  ground. 


nner  of  AutoPacif ic's  Best  in  Class  Vehicle  Satisfaction  Award.  According  to  AutoPacif ic,  the  Azera  is  "the  highest  scoring  passenger  car, 
3ad  of  vaunted  Premium  Luxury  Cars  like  the  Lexus  LS,  Jaguar  XJ  and  Mercedes  S-Class.  The  fact  that  these  cars  are  twice  the  price  of  an  Azera 
ust  icing  on  the  cake."  We  couldn't  agree  more.  Of  course  we  also  believe  we  shouldn't  let  all  that  praise  go  to  our  heads.  thenewAzera.com 


A 
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PRO-PLANET  PUSH 

A PREGNANT  WOMAN  STOOPS 
to  pick  vegetables  from  her 
garden  in  a  TV  commercial 
for  Scotts  Miracle-Gro  Co.'s 
Organic  Choice  Garden 
Soil.  "Lately  we  started  growing  vegetables 
organically,"  she  says,  as  her  mate  spreads 
dirt  on  the  ground.  A  child  frolics  along- 
side a  white  picket  fence.  The  ad  ends  by 
saying  the  all-natural  product  will  make 
flowers  and  vegetables  grow  "twice  as  big," 
just  what  you'd  expect  from  one  of  the 
company's  less  natural  offerings  for  the 
garden.  The  unspoken  message:  Unlike 
the  regular  stuff,  this  dirt  is  chemical  free, 
so  expectant  moms  and  their  kids  can 
muck  around  in  it  without  a  care. 

It's  a  precautionary  diversification  for 
Scotts.  Organic  Choice  is  the  first  national 
brand  trumpeted  as  "organic"  by  the  main- 
stream gardening  giant.  It  is  part  of  a  quiet 
move  by  the  company  to  be  less  dependent 
on  synthetically  created  chemicals,  which 
include  the  main  components  in  Scotts' 
distinctive  blue  Miracle-Gro  plant  food. 

Scotts  plans  to  gradually  introduce 
more  gardening  soil,  fertilizer  and  bug 
killer  made  with  natural  ingredients, 
including  animal  manure  and  Sri  Lankan 
coconut  husks.  The  key  additives  in 
Organic  Choice  soil:  chicken  manure  and 
yucca  plant  extract,  a  wetting  agent.  Scotts 
paid  $20  million  last  year  for  Rod  McLel- 
lan  Co.,  the  parent  company  of  Whitney 
Farms,  a  regional  organic  gardening  brand. 
It  also  intends  to  reduce  phosphorus  in  its 
Turf  Builder  lawn  fertilizer  products  by 
50%  by  the  end  of  2008  and  introduce  a 


natural  lawn  fertilizer  line  next  year  under 
the  Scotts  brand.  The  goal,  under  Chief 
Executive  James  Hagedorn,  is  for  half  of 
Scotts'  fertilizer  and  pesticides  to  be  natu- 
rally derived  within  as  few  as  three  years. 
"No  one  has  had  a  commercial  success  in 
natural  lawn  and  garden  products,  but  I 
think  it's  a  place  where  we  can  lead  and 
innovate,"  says  Hagedorn,  50. 

It's  a  tricky  maneuver.  Scotts  can't 
market  natural  products  in  a  way  that  will 
spook  gardeners  who  buy  the  chemical- 
soaked  stuff  that  helps  them  grow  foot- 
ball-size tulips  and  tomatoes.  Scotts' 
earnings  were  flat  at  $101  million  on 
$2.4  billion  in  revenue  for  the  year  ended 
Sept.  30.  Almost  all  of  that  came  from  dirt, 
fertilizer,  bug  spray  and  weed  killers  sold 
under  brand  names  Scotts,  Miracle-Gro, 
Ortho — brands  it  owns — and  Roundup, 
marketed  through  an  agreement  with 
Monsanto.  Organic  Choice,  introduced 
nationally  last  year,  will  bring  in  less  than 
$20  million  this  year. 

The  balancing  act  is  a  concern  for 
many  executives  at  Scotts.  Some  of  its  cus- 
tomers assume  that  its  products  are 
already  chemical  free,  it  learned  through 
focus  groups.  Perhaps  gardeners  haven't 
bothered  to  scrutinize  the  label  on  their 
tub  of  Roundup:  Many  apparently  don't 
want  to  know  what  goes  into  these  prod- 
ucts even  when  the  ingredients  are  natural. 
Scotts  execs  were  surprised  that  con- 
sumers were  turned  off  when  told  Organic 
Choice  soil  contained  pasteurized  chicken 
waste,  which  Scotts  gets  from  a  Perdue 
factory  in  Seaford,  Del.  The  packaging 


now  reads  "derived  from:  pelletized  poul- 
try litter  and  manure." 

Horace  Hagedorn,  the  father  of  James, 
and  a  partner  (bought  out  long  ago) 
started  Miracle-Gro  in  1951.  It  was  a 
clever  mix  of  chemistry  and  salesmanship. 
They  hired  a  scientist  to  come  up  with  a 
formulation  of  chemicals  that  delivered 
nitrogen,  potassium  and  phosphorus  in 
highly  water-soluble  form,  so  that  an 
impatient  gardener  could  give  plants  an 
instant  shot  to  the  leaves,  so  to  speak.  A 
onetime  adman  at  NBC  Radio,  Horace 
pitched  Miracle-Gro  for  its  steroidlike 
effect  on  gardens.  Why,  Miracle-Gro 
could  produce  gigantic  strawberries  in 
just  90  days.  A  typical  publicity  stunt  had 
the  company  offering  $100,000  to  the  gar- 
dener who  could  grow  a  world-record- 
size  tomato  using  Miracle-Gro. 

In  1995  Horace  merged  his  privately 
held  firm  into  the  publicly  traded  Scotts. 
Scotts  had  much  higher  revenue  but  a 
much  lower  profit  margin,  and  the  Hage- 
dorn family  wound  up  with  42%  (now 
31%)  of  the  stock.  Horace,  who  died  last 
year,  installed  his  son  in  the  corner  office. 

Is  the  urea  in  animal  waste  different 
from  the  urea  that  comes  from  a  retort? 
No,  as  proven  in  a  famous  experiment  by 
the  German  scientist  Friedrich  Wohler  that 
redefined  the  field  of  organic  chemistry. 
That  was  in  1828.  News  of  the  result  hasn't 
yet  reached  everyone  in  the  organic  farm- 
ing crowd,  but  why  disabuse  them?  If  they 
want  natural  urea  rather  than  the  synthetic 
kind,  let  them  have  it.  Salesmanship. 

When  it  comes  to  herbicides,  there  is  a 


Organic  Miracle 
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God  forbid— the  people 

who  make  your  lawn  green  are 

going  green  \  By  Emily  Lambert 
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more  substantive  difference  between 
chemical  and  organic  farming.  The  active 
ingredient  in  Scotts  Turf  Builder  with  Plus 
2  Weed  Control  is  2,4-d,  which  is  made 
from  dichlorophenol  and  acetic  acid.  It) 
can  kill  dandelions,  but  it's  nasty  stuff, 
capable  of  causing  nervous  system,  kidney1 
and  liver  damage  in  humans.  It  would  alsoi 
be  a  bad  idea  to  ingest  acephate,  used  M 
Ortho  Orthene  Fire  Ant  Killer.  That  couldjl 
cause  nausea,  dizziness  and  confusion. 

Hagedorn  insists  that  Scotts'  products  are 
safe  when  used  as  directed.  Still,  he  admits 
the  public's  suspicion  of  chemicals  means  that 
Scotts,  which  surrounds  its  company  green- 
house in  Marysville,  Ohio  with  a  razor- wire 
fence  because  of  its  controversial  biotech 
research,  must  "reduce  the  target"  on  its  back. 
It  must  also  compete  with  such  rivals  as 
Spectrum  Brands,  a  $2.4  billion  consumer 
products  vendor  that  sells  a  line  of  garden 
products  called  Garden  Safe.  Its  granular  plant 
foods  contain  poultry  litter.  Woodstream 
Corp's  Concern  brand  is  one  of  two  dozen 
companies  offering  an  alternative  to  Turf 
Builder  in  a  lawn  fertilizer  weed-control  prod- 
uct that  is  derived  from  corn  (but  kills  weeds 
like  crabgrass  only  as  they  germinate). 

The  new  products  don't  make  Scotts 
bulletproof.  The  Perdue  chickens  that  pro- 
duce the  magic  ingredient  for  Organic 
Choice  soil  don't  eat  organic  feed.  The 
dirt,  like  other  Miracle-Gro  soil,  includes 
peat  from  a  "precious  wildlife  habitat," 
says  Craig  Bennett,  a  senior  corporate 
campaigner  for  Friends  of  the  Earth.  Even 
Hagedorn  says  products  with  animal 
waste  aren't  necessarily  better  for  the  envi- 
ronment than  chemical-laced  alternatives. 

Scotts'  biggest  natural  product  is  Earth- 
gro,  a  line  of  composted  mulch  and  topsoil 
that  brought  in  $75  million  last  year,  15% 
of  the  company's  dirt  sales.  In  2004  Scotts 
pulled  the  plug  on  Nature's  Care,  a  small 
line  of  organic  products  it  tested,  because  of 
lackluster  consumer  response.  Still,  Hage- 
dorn says  he  is  committed  to  the  natural 
push  at  Scotts,  which  also  sells  Smith  & 
Hawken  patio  furniture,  even  if  it  takes 
years  to  make  money.  "I  think  there's  a  big 
market  for  people  who  say,  'I  am  concerned 
about  chemicals  around  my  home,'"  says 
Hagedorn.  "We  want  to  own  that  space,  if 
it's  ownable,  and  not  be  painted  into  a  box 
of  being  a  chemical  company."  F 


THE  SCIENCE  OF  SHOPPING 


The  Eyes  Have  It 

How  to  sell  more  soda  pop  and  soap?  Track  what 
consumers  see  in  stores  |  By  Michael  Freedman 


A CONVENIENCE  STORE  IN 
the  unremarkable  middle- 
class  town  of  Stoke-on- 
Trent,  England  is  called  the 
"Perfect  Store"  by  Unilever 
and  store  operator  United  Co-operatives 
Ltd.  The  companies  recently  redesigned 
the  3,000-square-foot  outlet  after  scruti- 
nizing 140  hours  of  videotape  recorded  as 
shoppers  selected  ice  cream  and  shampoo. 
The  overhaul  included  moving  products 
and  displays  after  the  companies  learned 
that  shoppers  ignored  85%  of  the  in-store 
ads  and  many  parts  of  the  store;  less  than 
2%  of  visitors  strolled  through  more  than 
half  of  it.  Result:  In  the  first  six  months 
after  reopening  last  November,  sales  at  the 
store  jumped  10%. 

Siemon  Scamell-Katz,  founder  of  ID 
Magasin,  the  consumer  researcher  that 
worked  with  Unilever  and  the  conven- 
ience-store chain,  says  retailers  and  in- 
store  marketers  will  sell  more  stuff  when 
they  learn  what  consumers  notice  when 
they  are  blitzed  with  product  come-ons. 
The  Leicestershire,  England  company  says 
it  can  help  marketers  do  that  by  observing 
what  customers  see  and  do  in  the 
moments  before  they  make  a  purchase. 
Among  its  findings:  Many  shoppers 
ignore  products  placed  at  eye  level.  The 
optimum  location,  says  Scamell-Katz,  is 
between  their  waist  and  their  chest.  And 
money  spent  creating  elaborate  promo- 
tional displays  at  the  end  of  store  aisles  is 
evidently  wasted.  Most  shoppers  just 
cruise  by  them  without  a  glance.  "The 
industry  is  full  of  myths,"  he  says.  "We  are 
trying  to  establish  some  truths." 

The  company's  insights  come  from 
several  newfangled  gadgets.  Eye  Contact 
is  a  pair  of  glasses  with  a  small  camera 


He  likes  to  watch:  Siemon 
Scamell-Katz  and  (below) 
ID  Magasin's  EyeMark. 


affixed  to  the  nosepiece.  When  a  con- 
sumer dons  the  specs,  developed  by  the 
research  company,  everything  he  or  she 
sees  or  hears  is  recorded.  The  view  for 
marketers  isn't  always  rose-colored:  When 
45  trendsetting  teens  and  young  adults 
were  each  outfitted  with  the  spyware  and 


tracked  not  long  ago,  ID  Magasin  and  an 
undisclosed  advertiser  in  Taiwan  learned 
that  the  folks  most  often  learned  about 
new  products  in  nightclubs  and  through 
real-world  social  chatter,  not  in  stores, 
through  ads  or  over  the  Internet,  where 
the  company  placed  its  messages. 

Another  gogglelike  device,  EyeMark, 
records  what  consumers  see.  It 
also  projects  an  infrared  beam 
onto  the  wearers  retina  to  track 
his  eye  movements.  A  unit  of 
Cadbury  Schweppes,  which 
markets  Dandy  gum,  has  used  it 
to  study  consumer  response  to 
displays  in  stores  in  Europe. 
Camelot,  the  outfit  that  sponsors 
the  United  Kingdom's  National 
Lottery,  used  the  device  to  boost 
sales  of  its  scratchcard  games. 
ID  Magasin  dispatched  120 
subjects,  all  wearing  EyeMark 
glasses,  to  corner  shops,  news- 
stands and  grocery  stores  in 
Kenilworth  and  Dunstable. 
Scamell-Katz  says  fixation — the 
time  when  the  eye  is  engaged  by 
a  visual  stimulus — is  typically 
from  50  milliseconds  to  500 
milliseconds. 

By  studying  the  movement 
of  an  eye-tracking  white  dot, 
frame  by  frame,  researchers  fig- 
ured out  that  busy  displays  pre- 
vented customers  from  focusing 
on  the  scratchcards.  Privately 
held  ID  Magasin,  which  charges 
$120,000  for  a  6-to-12-week 
project,  suggested  that  Camelot 
put  a  frame  around  its  displays 
to  reduce  clutter.  It  also  encour- 
aged Camelot  to  identify  games 
by  numbers  so  lottery  buffs 
could  simply  ask  for  a  "No.  2  game." 
Camelot  rolled  out  new  displays  to  its 
25,000  outlets  after  scratchcard  sales  at  the 
5,000  stores  in  tests  increased  by  4%. 

The  big  insight  Scamell-Katz  took  away 
from  consumers'  eyes:  "Most  of  the  time, 
marketers  overcomplicate  things."  F 
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ANUEL  VALDES, 
looking  out  of  place  in  the  kitchen  in 
slacks  and  a  button-down  shirt,  had  an 
idea  of  how  to  salvage  the  desiccated  pie 
pulled  from  the  pizza  oven:  lay  on  slices  of 
chicken  sausage  to  replace  the  bone-dry 
pieces  of  chicken  breast.  Rick  Bayless,  in  a 
chef's  jacket,  snorted  in  derision  but 
added  the  meat.  "It  looks  like  a  hot  dog 
pizza,"  he  ridiculed,  as  his  two  culinary 
colleagues,  also  in  white  coats,  cracked  up. 
But  Valdes  wasn't  backing  down,  insisting 
that  with  a  more  textured  sausage  the  hot 
dog  effect  would  disappear.  In  the  end 
they  agreed  to  do  a  full  test  of  chicken 
sausage  pizza. 

Lots  of  young  enterprises  depend  on 
partners  with  complementary  skills.  This 
one  thrives  on  conflict.  "We  are  very  dif- 
ferent," concedes  Bayless.  His  talents  come 
out  in  the  kitchen;  Valdes  has  the  business 
sense.  This  year  the  trio  of  companies  they 
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cofounded  and  run  t 
Foods,  Frontera  Med 
Frontera  Fresco — wi 
million  on  $15  millio| 
separately  owns  two  re; 
cookbooks,  which  b 
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the  making.  A  lingu 
University  of  Michig; 
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That  led  to  a  cookbo 
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Salsa  smackdown:  When  Rick  Bayless  (left)  and  Manuel  Valdes  can  final! 
agree  on  a  product,  they  figure  American  eaters  are  bound  to  like  it. 
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Frontera's  private-label  salsas,  sauces  and 
in  venues  like  Crate  &  Barrel  and  Wi 


bean  dips  are  sellir 

Iliams-Sonoma.  


at  Northwestern  and  met  with  friends 
every  month  to  drink  beer  and  brain- 
storm plans  for  various  businesses,  micro- 
brewing  and  artisanal  cheese  making 
among  them.  He  ended  up  at  Kraft,  work- 
ing on  nonartisanal  Velveeta  and  Kraft 
Singles. 

The  two  met  a  dozen  years  ago  when 
Valdes,  a  regular  at  Frontera  Grill,  intro- 
duced himself.  Later,  to  talk  business,  he 
came  with  a  stack  of  marketing  research 
about  American  taste  buds;  Bayless 
wanted  to  hear  about  Valdes'  family. 
Turned  out  both  had  entrepreneurial 
roots:  Valdes'  Cuban  parents  had  run  a 
bodega  in  Chicago,  Bayless'  folks  a  barbe- 
cue joint  in  Oklahoma.  Could  the  two  of 
them  collaborate  to  bring  Mexican  food 
into  peoples  homes? 

In  late  1995  they  formed  a  food  market- 
ing and  distribution  company  independent 
of  Bayless'  restaurants  and  cookbooks. 
Control  of  Frontera  Foods  would  be  split 
down  the  middle,  against  the  advice  of 
their  lawyers,  who  thought  someone 
should  be  in  charge.  But  weighing  his  rep- 
utation as  a  chef  against  Valdes'  business 
savvy,  Bayless  says,  "It  was  very  clear  there 
was  no  way  to  determine  which  of  those 
things  was  more  valuable." 

Valdes  asked  Bayless  for  20  ideas  for 
salsa  products,  thinking  he'd  winnow 
them.  But  Bayless  gave  him  only  5,  all 
heavy  on  ingredients  like  tomatillos  that 
are  foreign  to  U.S.  tongues.  "Jesus,  how 
am  I  going  to  sell  this?"  Valdes  balked. 
He  thought  they  should  launch  with  a 
consumer-friendly  roasted  tomato  salsa. 
Bayless  pushed  back  with  one  based  on  a 
mild  dried  red  chile,  which  became 
Frontera's  bestselling  salsa  for  five  years 
running.  Later  on,  Valdes'  suggestion  of 
Americanized,  Southwest-style  salsas  to 
boost  sales  horrified  Bayless.  The  com- 
promise was  to  make  the  salsas  under  a 
different  name,  Salpica.  "If  you  have 
another  brand,  you  just  splintered  your 
resources,"  complains  Valdes.  But  within 
two  years  it  accounted  for  half  the  com- 
pany's salsa  sales. 


Under  Valdes,  Frontera's  private-label 
salsas, -sauces,  bean  dips  and  drink  mixes 
are  selling  in  venues  like  Crate  &  Barrel 
and  Williams-Sonoma.  Bayless  has 
devoted  himself  to  coming  up  with  new 
ideas,  training  staff  at  the  restaurants, 
writing  cookbooks  and,  beginning  in 
2000,  starring  in  a  public  television  show, 
Mexico — One  Plate  at  a  Time.  Frontera 


By  the  Numbers 


Eat  Up 

III 

Amount  spent  at  fast-food 
restaurants  in  2005. 


Amount  spent  at  all  restaurants 
in  2005. 


Amount  spent  at  supermarkets 
and  food  stores  in  2005. 


Number  of  overweight 
Americans. 


The  number  one  pizza 
topping?  Pepperoni. 

Sources:  Plunkett  Research;  National 
Restaurant  Association;  American  Obesity 
Association;  PizzaMarketplace.com. 


Media  Productions  manages  the  si 
Valdes  says  it  breaks  even.  Restaurant 
sultant  Clark  Wolf  notes  that  this  is 
such  a  bad  deal,  since  it  provides 
advertising  to  Frontera  Foods.  (The 
pie  behind  Barney  made  a  fortune 
merchandising,  not  the  show  itself.) 

Chicken  sausage  aside,  the  pizza  t 
ness  has  been  an  example  of  remark 
collaboration.  After  trying  a  Bayless 
coction  with  Mexican  ingredients,  Va 
suggested  that  Frontera  market  fn 
pizzas.  This  Mexican- Italian  fusion 
sine  led  to  chorizo  and  roasted  per. 
pizzas.  The  line  contributes  25%  of  F: 
tera  sales. 

The  partners  continued  to  butt  he 
Valdes  had  always  wanted  to  ope 
quick-service  restaurant,  an  idea 
stuck  in  Bayless'  craw.  Never  mind 
Bayless  took  a  lot  of  guff  for  starring 
2003  Burger  King  commercial.  (Bay 
who  gave  the  proceeds  to  charily,  says 
issue  was  blown  out  of  proportior 
bloggers.)  Last  year  Valdes  and  Bay 
decided  to  go  ahead  with  a  food-a 
restaurant  at  Chicago's  Marshall  Fie 
department  store,  but  naturally  they  c; 
to  loggerheads.  Bayless  didn't  wan 
open  a  taqueria  because  it  was  too  pro; 
Valdes  pushed  tortas,  the  Mexican  ver; 
of  a  sandwich.  Bayless  countered  that  t 
were  "too  ordinary."  They  both  li 
tamales — corn  husks  or  banana  lea 
wrapped  around  such  fillings  as  chic 
or  pork — but  also  decided  to  add  m 
familiar  fare  like  quesadillas  to  the  me 
"I  said,  'Wouldn't  it  be  awesome  if 
could  do  huaraches?'"  says  Valdes,  v 
got  his  wish  for  the  open-face-sandwi 
like  item  he  loves  but  realized  they  nee 
a  crowd  pleaser.  Frontera  Fresco,  the  fo 
court  eatery,  opened  in  October  an< 
attracting  1 ,500  customers  a  week  witr 
average  meal  ticket  in  the  vicinity  of 
Frontera  is  in  talks  to  open  several  m 
Frescos  in  Illinois  and  California.  But 
creative  tug-of-war  continues.  "I'm  re 
to  kill  an  idea,"  says  Valdes,  "and  he's  re 
to  do  it  another  way." 
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STRATEGIES 

Follow  the  Activists 

Pirate  Capital's  Thomas  Hudson  is  one  of  those  malcontents  aiming  to  shake 
up  stodgy  companies.  You  can  invest  alongside  him  By  Bernard  Condon 


VULTURE  INVESTORS  BUY 
sick  companies  with  valu- 
able assets,  hoping  that 
somebody  will  take  them 
out  at  a  premium.  Takeover 
tycoons  buy  whole  companies  and  do  the 
dirty  work  themselves.  Between  these 
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extremes  lies  a  world  of  activist  investors. 
They  buy  large  but  not  controlling  stakes 
in  companies  and  clamor  for  changes. 
Tweedy,  Browne  played  this  role  at 
Hollinger  International,  the  newspaper 
chain  with  the  unsavory  management. 
Carl  Icahn  did  the  same  at  Time  Warner. 


For  two  years  one  of  these  gadflies, 
hedge  fund  Pirate  Capital,  has  pushed  for 
an  overhaul  at  GenCorp,  an  aerospace  and 
weapons  developer,  shelling  out  $70  mil- 
lion for  a  9%  stake.  Pirates  goal:  to  reener- 
gize the  stock  by  getting  GenCorp  to  sell 
12,000  acres  of  undeveloped  land  outside 
Sacramento.  So  far  Pirate  has  won  some 
board  seats  but  no  bonanza;  the  stock  is 
up  from  $11,  around  the  time  it  started 
buying,  to  $  1 3  now. 

One  hedge  fund  with  a  minority  stake 
can  sometimes  have  a  big  impact,  particu- 
larly if  like-minded  investors  follow  it  in. 
Pirate's  kindred  spirits  include  Atticus 
Capital,  Jana  Partners,  Bulldog  Investors, 
Barrington  Capital,  Third  Point  and  Steel 
Partners.  When  one  of  this  bunch  gloms 
on  to  a  company,  others  often  follow,  thus 
magnifying  their  power.  Steel,  with  7%  of 
GenCorp,  votes  with  Pirate. 

Matters  came  to  a  head  at  GenCorp's 
annual  meeting  in  April  when  Pirate  put  up 
its  slate  of  board  nominees.  Strangely,  Gen- 
Corps  chief  executive  walked  into  the  ten- 
sion-jazzed meeting  and  lulled  everyone  into 
a  stupor  with  a  long-winded  speech  about 
the  company's  90-year  history.  As  the  fellow 
droned  on,  Pirate's  man  on  the  scene, 
David  Lorber,  realized  that  management  was 
delaying  the  vote  while  it  contacted  investors 
to  change  their  minds.  So  Lorber  fired  off 
two  dozen  e-mails  from  his  BlackBerry  to 
shore,  up  support  and  alerted  colleagues  at 
Pirate's  headquarters  in  Norwalk,  Conn,  to 
work  the  phones.  In  the  end  Pirate  ousted 
three  of  GenCorp's  ten  directors. 

But  victory  seldom  yields  instant  gratifi- 
cation. GenCorp  hasn't  sold  any  land  recendy. 
Pirate  says  the  acreage  is  worth  20  times  the 
estimated  $50  million  at  which  it's  carried  on 
the  books. 
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Morc    &  asting 

Investing  in  companies  targeted  by 
activists  can  bring  disappointment.  Peren- 
nial agitator  Icahn  made  killings  years  ago 
shaking  up  the  management  at  Texaco 
and  USX.  His  furious  campaign  last  year 
aimed  at  ousting  management  at  Time 
Warner  and  breaking  apart  the  world's 
largest  media  company  in  hope  of  realiz- 
ing some  shareholder  value  from  a  stock 
long  mired  in  a  $16-to-$19  trading  band. 
He  didn't  succeed. 

Time  Warner  fought  Icahn  to  a  stand- 
still and  made  him  agree  to  go  away  by 
tossing  him  a  few  tidbits:  a  share  buyback 
and  a  cost-cutting  drive.  At  $16  today  the 
stock  is  unbudged.  Nelson  Peltz's  Trian 
(target:  H.J.  Heinz),  Kirk  Kerkorian's 
Tracinda  (General  Motors)  and  William 
Ackman's  Pershing  Square  (McDonald's) 
have  had  mixed  results. 

Run  by  Thomas  Hudson,  40,  a  former 
Goldman  Sachs  trader,  Pirate  has  expanded 
assets  in  four  years  from  $2  million  to  $1.8 
billion.  Its  flagship  lolly  Roger  fund  claims 
a  30%  annual  return  after  fees.  Hudson  is 


part  dispassionate  money  man,  part  tough 
guy.  He  once  traded  distressed  bank  debt, 
leases  and  trade  claims  at  Merrill  Lynch  and 
then  Goldman,  from  which  he  was  fired; 
Goldman  alleged  that  he'd  lied  about  an 
extramarital  affair  with  a  co-worker.  He  said 
he  hadn't  lied  and  then  sued  for  $100 
million,  noting  that  Goldman  hadn't  forked 
over  $5  million  in  stock  owed  him  that  year. 
He  lost  the  suit  but  did  marry  the  woman. 

Soon  after,  in  2002,  he  started  Pirate 
with  $1.5  million  of  his  own  money  and 
$500,000  from  his  parents.  After  real 
estate  owner  Shelbourne  Properties  went 
public,  he  scooped  up  shares  from  old 
limited  partners,  then  watched  as  a  bid- 
ding war  helped  double  prices  in  a  year. 
Jolly  Roger's  assets  jumped  to  $500  mil- 
lion in  two  years. 

Next  came  a  big  activist  win:  In  April 
2004  he  started  buying  stock  in  prison 
operator  Cornell  Cos.,  then  called  for  the 
chief  executive's  head.  The  company  had 
been  plagued  by  building  delays  and  costly 
fumbles,  like  not  making  sure  South 


Dakota  would  pay  it  enough  to  house  juve- 
nile offenders  before  opening  a  jail  there. 
Pirate  spent  $30  million  for  a  16%  stake 
and  upped  the  rhetoric.  In  one  conference 
call  a  Pirate  analyst  told  the  chief  executive: 
"Next  year  we're  going  to  be  here,  but  you 
won't."  Pirate  now  has  seven  of  nine  seats. 
The  stock  is  up  19%  in  the  past  year. 

If  you  want  to  play  along,  you  can  buy 
into  a  hedge  fund,  but  it's  an  expensive 
proposition.  Pirate  takes  a  2%  annual  fee 
and  20%  of  profits.  Minimum  investment 
is  $2  million.  Alternatively,  you  can  copy- 
cat activist  funds  by  tracking  their  13-D 
filings.  A  holder  has  to  file  this  disclosure 
statement  on  acquiring  a  stake  of  5%  or 
more  in  a  company.  Some  Web  services 
can  alert  you  to  same-day  filings.  For  $250 
yearly,  Streetlnsider.com  will  send  you 
e-mails  of  filings.  And  for  $199  a  year, 
10-K  Wizard  will  do  the  same  thing  or  let 
you  into  its  Web  page  that  lists  them. 

Pirate  and  its  ilk  screen  for  vulnerable 
small  prey,  ones  with  market  caps  from 
$  1  billion  to  $4  billion.  It  tends  to  go  after 
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Pirate's  Treasure 


Hudson's  group  has  taken  stakes  in  these  companies,  hoping  to  engineer  better  performance.  Using  Web  alert  services  monitor- 
ing 13-D  filings  (made  when  an  investor  buys  5%  or  more  of  a  stock),  you  can  track  what  he  and  other  activists  are  doing. 


PRICE/ 
FREE 


PRICE/ 


COMPANY/BUSINESS 

RECENT 
PRICE 

P/E 
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COMMENTS 

 1 

ALLIED  DEFENSE  GROUP/weapons 

$18.23 

NM 

58 

1.2 

Accounting  troubles  delay  10-K  filing,  again 

ANGELICA/hospital  linen 

16.21 

NM 

69 

1.6 

 _ 

Plans  to  cut  costs,  sell  businesses 

\  CEC  ENTERTAINMENT/restaurants 

29.73 

$16 

22 

2.8 

Plans  fewer  new  restaurants,  but  stock  still  falling 

CUTTER  &  BUCK/sportswear 

10.40 

18 

15 

1.6 

Though  has  new  chief  executive,  earnings  remain  weak 

OSI  RESTAURANT  PARTNERS/restaurants 

28.75 

18 

NM 

2.0 

Margins  falling  for  three  years 

PEP  BOYS/auto  parts 

9.95 

NM 

NM 

0.9 

High  gas  prices  hurting  all  auto  parts  chains 

Prices  as  of  Aug.  7.  'Operating  cash  flow  less  capital  expenditures.  NM:  Not  meaningful.  Sources:  Pirate  Capital;  Reuters  Fundamentals  via 
FactSet  Research  Systems. 
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companies  that  are  cheap  by  one  or  both  of 
two  value  measures.  One  is  the  ratio  of  price 
to  tangible  book — assets  minus  liabilities, 
goodwill  and  other  intangibles.  Pirate  likes 
stocks  with  ratios  below  2;  S&P  500  com- 
panies, by  contrast,  go  for  4.7  times  their  col- 
lective tangible  book  value.  In  some  cases 
Pirate  makes  an  upward  adjustment  to  tan- 


gible book  for  assets,  like  GenCorp's  land, 
that  are  worth  far  more  than  book  value.  The 
other  value  measure  for  Pirate  is  free  cash, 
usually  defined  as  operating  cash  flow 
minus  capital  expenditures. 

Corporate  structure  is  a  factor.  Pirate 
wants  a  company  that  has  no  poison  pills 
and  whose  board  members  are  elected  all 


at  once;  staggered  boards  force  an  activist 
to  mount  several  proxy  fights  for  seats. 
Further,  Pirate  likes  to  see  ready-made 
allies  in  place  (other  hedge  funds  among 
the  biggest  holders)  and  weak  entrenched 
ownership  (insiders  owning  less  than 
15%).  The  table  displays  a  few  of  the  com- 
panies where  it  is  making  moves.  F 
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STOCK  FOCUS 


A  Great  Gulf 


At  the  moment  demand  is  high  and  supply  is  tight 
for  drilling  rigs  off  the  coast  of  Texas  and  Louisiana. 
Owners  of  rigs  are  raking  it  in  By  Mary  Crane 


THESE  ARE  BOOM  TIMES  FOR 
people  who  turn  drill  bits.  Over 
the  past  four  years  the  four  con- 
tract well  drillers  in  the  S&P  500 
have  shown  a  price  appreciation 
of  24%  annualized  versus  11%  for  the 
broader  index. 

Booms  lead  to  busts  in  the  oilfields  as 
much  as  they  do  in  real  estate,  but  at  the 
moment  there's  no  sign  of  a  bust  in 
drilling.  The  115  rigs  sinking  holes  in  the 
Gulf  of  Mexico  are  booked  up,  and  the 
market  will  only  get  tighter  as  oil  compa- 
nies pull  19  of  them  away  this  year  to  work 
on  better  prospects  in  South  America,  the 


Middle  East  and  West  Africa.  If  the  House 
goes  along  with  the  Senate-passed  legisla- 
tion to  open  up  more  federal  acreage  to  the 
drill  bit,  the  domestic  demand  will  pre- 
sumably pick  up. 

ODS-Petrodata,  a  Houston  outfit  that 
tracks  the  oil  and  gas  markets,  says  that 
from  1998  to  2005  the  Gulf  of  Mexico  suf- 
fered a  net  loss  of  14  jack-up  rigs,  which 
are  mobile  drilling  rigs  that  can  work  in 
water  depths  of  400  feet.  Continuing  the 
exodus,  GlobalSantafe  decided  in  late  May 
to  send  four  jack-up  rigs  to  the  Middle 
East  for  contracts  with  Saudi  Aramco. 
Once  those  depart,  GlobalSantafe  will  have 


only  9  units  remaining  in  the  gulf  out  of  an 
active  fleet  of  59. 

Ole  Slorer,  an  analyst  at  Morgan  Stan 
ley,  says  Ensco  International  and  Rowan  Cos. 
stand  out  for  their  conservative  balance  sheets 
and  their  exposure  to  trends  in  the  Gulf  of 
Mexico.  Ensco  reported  at  the  end  of  July  that 
second-quarter  profits  had  nearly  doubled 
on  higher  prices  for  its  jack-up  rigs.  Ensco, 
which  operates  16  rigs  in  the  Gulf,  generated 


ENSCi 


W. 

Price  i 
Item 


2600  DESTINATIONS:  MORE  HOTELS.  MORE  LOCATIONS.  MORE  REWARDIN 


MO 


Harriott. 

HOTELS  S  RESORTS 


JW  MARRIOTT. 

HOTELS  4  RESORTS 


RENAISSANCE. 

HOTELS  &  RESORTS 


$528  million  ($3.43  a  share)  in  profit  on  $  1 .45 
t  billion  in  revenue  for  the  12  months  ended 
■i  in  June.  The  company  trades  at  seven  times 
.■  earnings  expected  over  the  next  12  months, 
modest  relative  to  the  sectors  average  forward 
multiple  of  nine. 

Standard  &  Poors  equity  research  ana- 
lyst Stewart  Glickman  says  that  Rowans 
more  technically  challenging  deep-shelf 
drilling  capabilities  set  it  apart.  In  the  sec- 
ond quarter  Rowan  said  it  collected  an 
laverage  day  rate  of  $143,900  per  rig,  more 

Contract  Drillers  


than  double  its  second-quarter  rate  in 
2005.  Rowan  shares  go  for  seven  times 
their  Thomson  IBES  consensus  earnings 
forecast  for  the  coming  12  months. 

Diamond  Offshore  Drilling  has  22 
rigs  in  the  Gulf  of  Mexico.  It's  cleaning  up 
now  (net  was  $176  million  on  $512  mil- 
lion in  revenue  in  the  last  quarter)  but 
will  suffer  the  most  when  lease  rates  col- 
lapse there.  No  telling  when  that  day  will 
come.  Assuming  no  bust,  analysts  are 
expecting  earnings  of  $1.1  billion,  or 


Oil  at  $75  a  barrel  makes  life  good  for  companies  like  these. 
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COMPANY 


RECENT 
PRICE 


CHANGE 
FROM 
52-WK  HIGH 


DIAMOND  OFFSHORE  DRILLING 


$72.09 


-26% 


ENSCO  INTERNATIONAL 


42.34 


-28 


ROWAN 


32.47 


-33 


TODCO 


33.85 


-37 


ESTIMATE        ESTIMATED  MARKET 
IEXT  12  MONTHS  LONG-TERM  VALUE 
GROWTH 


EPS 


PE 


7.21 


10 


5.93 


4.76 


4.58 


40 


29 


32 


Prices  as  of  Aug.  10.  'Annualized,  next  three  to  five  years.  Sources:  FT  Interactive  Data,  Reuters  Fundamentals  and 
Thomson  IBES  via  FactSet  Research  Systems. 


$7.21  a  share,  over  the  next  12  months. 

Todco,  a  $534  million  (revenues)  driller, 
broke  off  from  its  parent,  Transocean,  in 
2004.  In  the  breakup,  Todco  took  on  the 
shallow- water  drilling  operations,  and  has 
been  able  to  expand  its  active  fleet  on  the 
cheap  by  reactivating  three  rigs  (a  fourth  is 
in  process)  it  inherited  from  Transocean.  If 
the  market  eases,  this  might  not  be  such  a 
good  thing.  Given  the  choice,  producers  are 
apt  to  pass  over  older  equipment  for  newer, 
more  technically  capable  rigs.  So  Slorer  pegs 
Todco  as  riskier  than  Ensco 
or  Rowan. 

For  the  moment  Todco 
is  doing  fine.  It  gets  $104,100 
a  day  for  its  rigs  in  the  Gulf 
of  Mexico  and  $37,200  for 
its  inland  drilling  barges, 
used  to  find  gas  along  the 
coasts  of  Louisiana  and 
Texas.  It  reported  a  net  of 
$34.7  million  on  $226  mil- 
lion in  revenue  for  the  sec- 
ond quarter.  F 
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BEYOND  THE  BALANCE  SHEET 

Land-Ho 

Many  companies  carry  real  estate  on 
their  books  at  far  less  than  it's  worth. 
We  found  five  stocks  that  are 
bargains  based  on  their  adjusted 
book  values  By  Jack  Gage 
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■■HAT  TREASURES,  WHAT 
In  mm  pitfalls  lie  in  the  murky 
■  I  hm  territory  beyond  a  com- 
fllflf  panys  balance  sheet?  In 

wkm  Hi  earlier  installments  of  this 
series  (see  forbes.com/bbs)  we  looked  at  such 
matters  as  intellectual  capital,  earnings  qual- 
ity and  employee  training.  This  time  we 
focus  on  real  estate.  With  help  from  analysts, 
real  estate  professionals  and  private  equity 
dealmakers,  we  mined  for  real  estate  value 
at  non-real  estate  companies. 

First  an  accounting  primer:  Companies 
generally  carry  real  estate  at  historic  cost, 
with  no  obligation  to  reveal,  even  in  a  foot- 
note, what  the  fair  market  value  of  that  real 
estate  is.  In  this  regard  real  estate  is  unlike 
inventory,  investment  securities  and  receiv- 
ables. The  march  of  time  (and  in  some  cases 
deductions  for  depreciation)  make  the  book 
value  of  long-held  real  property  a  fiction. 

Asset  strippers  and  takeover  tycoons 
make  fortunes  unlocking  value  hidden  in 
real-estate-rich  corporations.  A  quarter- 
century  ago  Carl  Lindner  did  that  by  acquir- 
ing control  of  the  previously  bankrupt 
Perm  Central,  which  owned  plenty  of  urban 
real  estate.  In  1995  Steven  Roth  snapped  up 
Alexanders,  an  inept  department  store 
chain,  thereby  getting  his  hands  on  a  block 
of  Manhattan  that  housed  the  firm's  flagship 
store;  Roth's  Vornado  recendy  put  a  55-story 
skyscraper  on  the  site.  Hedge  fund  opera- 
tor Edward  Lampert  is  a  billionaire  in  large 
part  because  he  saw  value  in  Kmart.  After 
getting  control  of  the  firm  during  bank- 
ruptcy proceedings,  he  sold  the  deeds  (or 
leaseholds)  for  600  of  its  stores,  reaping  large 
gains,  and  moved  in  on  Sears,  Roebuck,  an- 
other retailer  that  had  seen  better  days. 

We  have  assembled  a  list  of  potentially 


r 


cheap  stocks  based 
on  their  undervalued 
land  and  buildings. 
In  the  table  (seep.  86) 
we  show  the  price/book 
using  official  book  values 
and  the  same  ratio  using  an 
estimate  of  what  the  book 
value  would  be  if  real  estate 
were  carried  at  fair  market 
value.  We  have  not  deducted  for 
the  35%  corporate  capital  gains 
tax  because  a  new  owner  can 
often  duck  the  fee.  One  way: 
Use  tax-loss  carryforwards. 
Another:  Don't  sell  the  land, 
just  develop  it  and  collect 
rent.  That's  what  Vornado 
did  with  the  Alexander's 
property. 

Pep  Boys,  the  $2.2 
billion  (sales)  auto  parts 
chain,  currendy  trades  at 
0.9  times  its  book  value.  It  owns  55% 
of  the  stores  it  uses  and,  depending  on 
specific  lease  agreements,  could  also  sublease 
stores  it  doesn't  own  at  higher  rates,  pock- 
eting the  difference.  Figure  in  current  real 
estate  values  and  you  find  that  Pep  Boys  is 
trading  at  a  30%  discount  to  book  value. 
That's  noticeable  in  a  market  that  collectively 
trades  at  275%  of  book. 

Russell  Glass,  a  protege  of  Carl  Icahn 
and  founder  of  the  private  investment 
firm  RDG  Capital,  spotted  unlocked  real 
estate  value  at  Atmel,  a  maker  of  inte- 
grated circuits  that  is  embroiled  in  a  nasty 
struggle  where  independent  directors  and 
the  chief  executive  are  trying  to  oust  each 
other.  Catching  his  eye  was  a  650,000- 
square-foot  wafer-fabrication  factory  in 


Irving,  Tex.  Turns  out  the  company  hasn't 
turned  the  lights  on  at  the  plant  since 
2002,  two  years  after  booking  its  value  at 
$85  million.  After  depreciation  the  plant  is 
carried  at  $58  million  on  Atmel's  books. 
It's  probably  worth  more  than  that. 

Glass  points  out  that,  even  using  the 
book  value  per  square  foot  at  this  dormant 
plant,  Atmel's  4.5  million  square  feet  of  build- 
ings and  land  would  be  worth  $400  million. 
Redo  the  arithmetic  using  the  price  Atmel 
got  for  an  operational  French  plant — $714 
per  square  foot — and  you  get  $3  billion,  or 
22%  more  than  Atmel's  enterprise  value 
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Recent  management  shake-up  at  tech  firm 
Atmei  could  ignite  monetization  of  land  gains. 


Activist  firms  Pirate  Capital  and  Barington 
Capital  Group  have  been  accumulating 
shares  of  Pep  Boys. 


Carl  Icahn  disclosed  3.8%  stake 
in  BJ's  Wholesale  Club  in  May. 


S.A.C.  Capital  Advisors 
reported  position  increase 
in  MarineMax  stock  in  July. 


Financing  a  potential  management 
buyout  of  Lone  Star  Steakhouse  &  Saloon 
could  be  helped  by  sale-leasebacks. 


Hidden  Values 


These  companies  carry  real  estate  on  their  books  at  far  less  than  it  is  worth.  Adjust  to  fair  market  value  and 
the  price/book  ratio  falls. 


REAL  ESTATE1  VALUE  (SMIL) 

PRICE/BOOK  VALUE 

MARKET 

1  COMPANY/BUSINESS 

REPORTED 

ADJUSTED2 

REPORTED 

ADJUSTED 

RECENT 
PRICE 

VALUE 
($MIL) 

ATMEUsemiconductors 

$791 

$1,051 

2.4 

2.2 

$4.89 

$2,379 

BJ'S  WHOLESALE  CLUB/discount  retailing 

584 

1,025 

1.8 

1.5 

28.01 

1,880 

1  LONE  STAR  STEAKHOUSE  &  SALOON/restaurants 

313 

444 

1.2 

1.0 

24.55 

523 

MARINEMAX/specialty  retailing 

91 

138 

1.8 

1.5 

20.71 

387 

PEP  BOYS  -  MANNY,  MOE  &  JACK/specialty  retailing 

1,174 

1,640 

0.9 

0.7 

9.97 

541 

Prices  as  of  Aug.  8.  'Real  estate  includes  land  and  buildings.  Estimates  of  what  real  estate  could  fetch  in  an  arms-length  transaction. 
Sources:  Reuters  Fundamentals  via  FactSet  Research  Systems;  Goldman  Sachs;  RDG  Capital;  BB&T  Capital;  Oppenheimer. 


(common  market  capitalization  plus  debt, 
minus  cash).  A  precedent:  In  2002  Atmel 
sold  a  parcel  of  land  adjacent  to  its  San  Jose, 
Calif,  headquarters  for  almost  five  times 
its  carrying  value.  James  Costello,  senior 
strategist  at  Torto  Wheaton  Research,  says 
San  Jose's  market  for  commercial  real  estate 
has  only  strengthened  in  the  four  years  since 
then.  Yet  land  and  buildings  are  currently 
carried  at  only  $791  million  on  Atmel's 
balance  sheet. 

Glass  began  buying  Atmel  shares  near 
their  three-year  low  of  $2  in  2005  but  was  re- 
buffed on  a  recent  bid  to  buy  the  company 
at  $5.50.  He  has  reiterated  his  interest  amidst 


the  management  shakeup.  Meanwhile,  de- 
mand for  Atmel's  complex  system-on-a-chip 
devices,  used  in  electronic  storage  and  aero- 
space applications,  is  rising.  Plans  to  outsource 
up  to  50%  of  production  could  mean  an  ad- 
ditional 1.5  million  square  feet  being  sold.  It 
also  has  $384  million  in  working  capital. 

Senior  Goldman  Sachs  analyst 
Adrianne  Shapira  says  discount  retailer  BJ's 
Wholesale  Club  could  pocket  $590  mil- 
lion aftertax  by  selling  its  owned  real  estate 
and  leasing  it  back  despite  $54  million  of 
additional  rental  expense.  A  series  of  sale- 
leasebacks  could  potentially  finance  the 
company's  plan  for  store  expansion,  a  nec- 


essary driver  of  sales  growth  at  big-box 
retailers,  and  a  move,  Shapira  says,  that 
could  help  BJ's  stock  fetch  up  to  $32. 

Lone  Star  Steakhouse  &  Saloon  owns 
148  of  its  250  restaurant  buildings.  The  top 
line  is  weak,  with  a  meager  0.3%  sales  gain 
last  year,  to  $669  million,  which  doesn't  even 
keep  up  with  inflation.  In  March  it  an- 
nounced that  it  would  close  30  stores,  gen- 
erating $20  million  from  the  sale  of  leases 
and  land.  Some  shareholders  pushed  the 
company  to  keep  shedding  real  estate.  But 
Lone  Star  Chief  Executive  Jamie  B.  Coulter, 
who  controls  1 1.3%  of  the  stock,  says  these 
land  sales  have  gone  far  enough.  F 
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-or  1 50  years,  people  have  been  coming  to  Northwestern  Mutual  to  put  their  minds  at  ease.  ^ 


iorthwesternmutual.com 


Northwestern  Mutual 

the  quiet  company' 
insurance  /  investments  /  ideas™ 


WP  f  tech-innovators-to-watch),  we  present  mast 
■fano  Dbotic  innovation:  entrepreneurs  and  researchers  who 
"9%  jse  advances  in  biomechanics,  software,  sensor  tech- 
ology,  materials  science  and  computing  to  create  new 
m  fenerations  of  robotic  assistants. 

The  market  is  still  small:  $6  billion  a  year  for  indus- 
ial  robots,  according  to  the  International  Federation 


f  Robots.  Sales  data  for  service  robots  are  sketc 
growth  predictions  get  dizzying.  The  U.S.  milit 
seeking  machines  to  protect  soldiers,  and  new  ii 
est  is  simmering  in  the  venture  community.  In  June  Mi- 
crosoft announced  it's  working  on  a  robot  operating 
system.  Robots  are  about  to  be  unshackled  from  forced 
labor.  Expect  them  everywhere.     —Elizabeth  Corcoran 


T 


Soren  Lund,  head  of  Lego's  Mindstorms  project,  in  Billund,  Denmark. 
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Rise  of  the  Cyborg 

LIKE  A  LOT  OF  JAPANESE  BOYS  WHO  GREW  UP  IN  THE  1960S,  YOSHIYUKI  SANKAI  SPENT  HOURS 
in  front  of  the  TV  set,  engrossed  by  the  heroics  of  Cyborg  009  and  Astroboy,  half-man,  half-machine  cyborgs. 
He  wanted  to  make  these  fictional  half-breeds  a  reality.  Sankai,  48,  is  one  of  Japan's  foremost  experts  in  cyber- 
netics, the  science  of  merging  man  with  machine.  His  work  is  soon  to  become  a  business,  as  Sankai  begins 
selling  a  suit  known  as  HAL,  the  Hybrid  Assisted  Limb.  (He  picked  that  acronym  to  echo  the  off-the-rails  com- 
puter in  2001:  A  Space  Odyssey.)  "My  basic  motivation  is  to  develop  devices  to  enhance  and  expand  human 
ability,"  he  says  in  an  interview  at  his  office  at  Tsukuba  University,  a  research  hub  north  of  Tokyo. 

HAL  turns  its  wearer,  if  only  temporarily,  into  a  cyborg,  boosting  strength  and  endurance:  Your  arms  can 
lift  an  extra  88  pounds  beyond  what  you  can  lift  without  it.  Nurses  can  move  patients  from  their  beds  with 
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The  Irish  mind. 

The  raw  material  used  by  the  world's 
top  technology  companies. 

The  Irish.  Creative.  Imaginative.  And  flexible.  Agile  minds  with  a  unique  capacity  to  initiate,  and 
movate,  without  being  directed.  Always  thinking  on  their  feet.  Adapting  and  improving.  Generating 
ew  knowledge  and  new  ideas. 

This  innate  flexibility  pervades  the  ecosystem.  Nowhere  else  will  you  find  such  close  and  frequently 
iformal  links  between  enterprise,  education  and  research  facilities,  and  a  pro-business  Government, 
onnected  by  a  dynamic  information  infrastructure. 

It's  this  unique  set  of  competitive  advantages  that  has  made  Ireland  one  of  the  most  attractive 
jcations  for  overseas  investment  by  some  of  the  world's  leading  technology  companies. 

The  Irish  mind,  with  its  innate  knowledge  and  flexibility,  can  be  the  pathway  to  profit  for  your 
^chnology  business  To  learn  more,  contact  the  Irish  Government's  inward  investment  agency, 
DA  Ireland,  345  Park  Avenue,  New  York  on  212  750  4300,  email  idaireland@ida.ie  or  log  on  to 
vww.idaireland.com 


A  IDA 

IRELAND 


The  new  Cayman 


So  much  for  blending  in.  A  distinctly  arched  roofline  slopes  past  muscular  hips.  From  within 
radiates  the  power  of  a  245-hp  mid-mount  engine.  The  new  Cayman.  Self-expression  meets 
performance  art.  Consider  the  urban  landscape  forever  changed.  Porsche.  There  is  no  substitute. 


EG  A  N  G  ■  R  U  B 1 

greater  ease.  One  day  HAL  may  even 
let  recovering  stroke  victims  and  para- 
plegics walk  again.  The  suit,  akin  to  the 
storm-trooper  get-up  in  the  first  Star 
Wars,  doesn't  make  its  wearer  quicker,  but 
it  does  let  him  tire  less,  easing  an  arduous 
hike  up  to  a  summit.  The  suit  acts  by  read- 
ing electrical  pulses  in  nerves  going  to  the 
muscles,  and  it  even  reacts  a  bit  more 
quickly  than  the  body  itself. 

Sankai's  company,  Cyberdyne,  will 
rent  the  full-body  version  for  $1,000  per 
month.  The  catch:  You  have  to  recharge 
the  battery  every  five  hours.  The  first  cus- 
tomer, likely  a  Japanese  man  who  lost  the 


use  of  a  leg  after  a  car  crash,  gets  his  HAL 
in  a  few  months.  Cyberdyne  (named  for 
the  nefarious  robot  manufacturer  in  Ter- 
minator films)  says  it  has  500  orders.  It  is 
courting  investors  for  $17  million  for  a 
factory  and  crew. 

Sankai  says  robots  could  serve  as 
domestic  helpers  for  Japans  aging  popu- 
lation. Like  many  of  his  countrymen,  he 
treats  robots  with  reverence.  Sankai  put 
blue  light-emitting  diodes  on  his  HAL 
suit  to  show  when  it  is  on,  but,  he  admits, 
they  also  make  it  "pretty."  (American  pop 
culture,  he  says,  usually  depicts  bots  as 
villains.)  Japan  holds  more  than  a  third 


of  the  worlds  1  million  industrial  robots; 
the  U.S.  has  an  economy  twice  the  size  of 
Japan's  but  a  robot  population  only  half 
as  big. 

But  Sankai  refuses  to  sell  to  a  lucra- 
tive market:  the  military;  he  wants  no 
army  of  superstrong  soldiers  in  HAL  suits. 
He  says  U.S.  officials  contacted  him  after 
the  Sept.  1 1  attacks,  but  Sankai  ended  the 
conversation  shortly  thereafter.  Scurrying 
over  to  a  bookcase,  Sankai  comes  back 
with  Isaac  Asimov's  book  /,  Robot.  "A 
robot  must  not  injure  human  beings,"  he 
quotes,  pointing  to  the  first  of  Asimov's 
three  laws  of  robotics.  — Tim  Kelly 


Irobot's  Helen 
Greiner  and 
Colin  Angle. 


Fights  Wars,  Lint 


ONE  OF  THE  BESTSELLING  ROBOTS  IN  HISTORY,  ODDLY,  TURNS 
out  to  be  as  ugly  and  impersonal  as  a  bathroom  scale.  And  all 
it  does  is  patrol  the  floor  and  pick  up  lint  from  under  the 
couch.  It's  the  Roomba  vacuum  cleaner. 
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Old  systems  and  productivity 
don't  exactly  go  together. 

(Think  an  upgrade  might  help?) 


HP  Compaq  Business  Notebook  nc6320 

•  Intel®  Centrino®  Duo  Mobile  Technology 

-  Intel®  Core  "  Duo  Processor  T2 400  (1.83GHz) 

-  Intel8  PRO/Wireless  3945  Network  Connection 
(802.11  a/b/g) 

•  Memory:  512MB 

•  CD-RW/DVD-ROM  combo  drive 

•  15"  active-matrix  display 


$1229 
200 


NOTEBOOK 

CDW  876533 

TRADE-IN' 


$1029 


invent 


SMART  BUY-$300 
INSTANT  SAVINGS' 


HP  Color  LaserJet  4700n 

•  Network-ready,  workgroup 
color  laser  printer 

•  Print  speed:  up  to  31  ppm 
black  and  color 

•  Print  resolution:  600  x  600 
dpi  with  HP  ImageREt  3600 


HP  iPAQ  hx2490  Pocket  PC 

•  Intel"  PXA270  Processor  (520MHz) 

•  3.5"  transflective  TFT  64K  color  display 

•  Memory:  64MB  SDRAM 

$399.99  CDW  967500 


EiJ8  $199999 


CDW  846228 


^flfl  MAIL-IN  REBATE 

^Z\J\J  AVAILABLE' 


The  Technology  Solutions  You  Need  When  You  Need  Them. 

With  the  benefits  of  today's  improved  technology,  there's  never  been  a  better  time  to  upgrade  your 
systems.  At  CDW,  your  account  manager  has  all  the  notebook  knowledge  you  need  to  help  you 
become  more  efficient  in  the  office.  And  we  can  deliver  your  technology  to  you  fast.  So  call  CDW 
today  and  get  the  technology  you  need  to  make  the  most  of  your  day. 


The  Right  Technology.  Right  Away." 


CDW.com  •  800.399.4CDW 

In  Canada,  call  888.898.CDWC  •  CDW.ca 


Eligible  processors  include  Intel  Pentium  II,  III  or  Intel  Celeron  Processor;  AMD  processors  do  not  qualify;  trade:in  values  are  estimates  only;  actual  trade-in 
values  may  vary  from  SI  00  to  $500;  all  products  must  be  in  good  working  condition  and  have  a  fair  market  value;  call  your  CDW  account  manager  for  details; 
offer  ends  12/31/06.  HP  Smart  Buy  instant  savings  reflected  in  price  shown;  HP  Smart  Buy  savings  based  on  a  comparison  of  the  HP  Smart  Buy  price  versus 
the  standard  list  price  of  an  identically  configured  product  if  purchased  separately;  savings  may  vary  based  on  channel  and/or  direct  standard  pricing.  'Call 
yourCOW  account  manager  about  available  S200  mail-in  manufacturer  rebate;  offer  ends  10/31/06.  'HP  color  access  control  helps  you  manage  color  printing 
usage.  With  it.  you  can  enable  or-disable  color  printing  by  individual  users  or  groups,  or  you  can  disable  it  entirely.  Centrino,  Centrino  Logo,  Core  Inside,  Intel, 
Intel  Logo,  Intel  Core,  Intel  Inside  and  Intel  Inside  Logo  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States 
and  other  countries.  Offer  subject  to  CDW's  standard  terms  and  conditions  of  sale,  available  at  CDW.com.  ©  2006  CDW  Corporation 
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Roomba  is  what  happens  when  robo- 
wizardry  collides  with  practical  needs.  Its 
chief  creator,  Colin  Angle,  was  an  under- 
graduate at  MIT  when  he  built  his  first 
model,  Genghis,  the  coolest  robot  ever  seen 
up  to  that  time  (it  was  ^^^^^^^ 
1989).  Genghis  had  six 
legs  and  moved  like  a 
cockroach,  using  34  sen- 
sors and  two  micro- 
processors to  wander 
around  and  avoid  obsta- 
cles. It  got  Angle  into 
graduate  school  and 
helped  his  professor  get 
tenure.  Angle's  next 
progeny,  AttiJa,  had  150 
sensors  and  12  micro- 
processors. It  earned  him  a  master's  degree 
and  was  exhibited  at  the  Smithsonian.  Yet, 
Angle  says,  "I  had  made  the  most  sophisti- 
cated, cool,  crazy-ass  robot — and  it  left  me 
with  an  empty  feeling." 

With  his  close  friend  since  freshman 
year,  MIT  ice  hockey  player  Helen  Greiner, 


COLIN  ANGLE, 
HELEN  GREINER 


AGE:  He,  39;  she,  38 
LOCATION:  Burlington,  Mass. 
DOES  FLOORS?  No.  They 
use  the  robots. 


g ROOMBA 
AGE:  4 
LOCATION:  Living 
rooms  everywhere. 
DOES  FLOORS?  Loves  to. 


and  their  professor,  Rodney  Brooks,  Angle 
formed  Irobot  in  1990,  naming  it  in  hom- 
age to  the  1950  novel  by  Isaac  Asimov. 
The  aim  was  to  make  robots  that  made 
money.  It  went  slowly  for  the  first  decade, 
with  a  few  military  con- 
tracts and  toy  designs  here 
and  there.  The  trio  made  a 
doll  that  laughed  when 


tickled  and  a  Jurassic  Parfc-inspired  veloci- 
raptor;  neither  ever  caught  on.  "We  were 
the  longest  overnight  success  story  ever," 
Greiner  jokes. 

Lightning — or  rather,  lint — didn't 
strike  until  2002,  when  Irobot  debuted  the 
Roomba.  It  was  a  vastly  scaled-down  take 
on  a  scrapped  project  to  make  forklift-size 
robotic  floor  scrubbers  for  household- 
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How  far  do  we  go  to  bring  a  steady  supply  of  oil  to  the  U.S.  market? 


"I  made  the  most 
sophisticated,  cool, 

crazy-ass  robot — 
and  it  left  me  with 
an  empty  feeling." 


cleaner  giant  S.C.  Johnson.  The  Roomba 
uses  a  more  powerful  version  of  the  artifi- 
cial intelligence  in  Angle's  original 
Genghis  bug-bot.  It  swerves  around  table 
legs  and  backs  away  rather  than  plunging 
down  a  staircase.  When  it  finishes  clean- 
ing, the  Roomba  finds  its  way  back  to  its 
charging  cradle.  The  company  has  sold 
2  million  Roomba  cleaners  and,  since 
Christmas,  thousands  of  soap-bearing 
Scooba  moppers. 

Greiner,  meanwhile,  focused  on 
military  work.  In  2001  Irobot  came 
out  with  a  line  of  PackBots,  little  tanks 
with  various  mechanical  arm  attach- 


ments. They  cost  $100,000  apiece,  the 
same  as  a  Sidewinder  missile.  PackBots 
dispose  of  bombs  in  Iraq  and  clear  caves 
in  Afghanistan.  One  model  senses  the 
location  of  snipers.  Another  remotely 
spies  on  enemies.  Coming  soon:  a  bomb 


sniffer.  A  bigger  bot  called  the 
R-Gator,  perched  atop  a  John 
Deere  minitruck,  can  be 
programmed  to  patrol  a 
perimeter.  It  now  guards  a 
naval  air  station  near  San 
Diego.  The  military  side  of 
Irobot,  run  by  Vice  Admiral 
Joseph  Dyer  (ret.),  is  now  the 
same  size  as  the  vacuum- 
cleaner  business. 

Last  year  Irobot  went 
public  on  the  Nasdaq  at 
$24  a  share.  Its  stock  has 
slipped  to  $18.70,  giving  the 
company  a  market  value  of 
$440  million.  Sales  for  the 
past  12  months  are  at  $172 
million  and  growing,  but 
profits  are  scarce.  Next  comes  a  robot 
lawn  mower  and  bigger  military  bots 
that  can  go  faster  and  farther.  But  Angle 
avoids  taking  on  industrial  work- 
too  boring.  To  quote  one  Irobot  motto: 
"We  don't  do  Buicks."  —David  Whelan 


Not  very  far  at  all. 


GANG 


Emobots 


CALEB  CHUNG  WANTS  PLEO  TO  PERFORM. 
"Come  on,"  he  coaxes  the  rubbery  toy  dinosaur, 
stroking  its  nose.  Pleo  blinks  its  large  eyes, 
stretches,  wags  its  tail  and  totters  a  few  steps — then  yawns  and  curls  up  for  a  nap. 

Life  is  exhausting  when  you're  a  prototype  robotic  toy,  just  months  away  from  your 
debut.  It's  even  more  exhausting  for  principal  inventor  Chung,  49,  and  his  three  dozen 
colleagues  at  Ugobe  Inc.,  who  are  trying  to  create  a  "designer  life  form,"  a  creature  that 
can  elicit  the  same  cooing  and  warm  fuzzy  feelings  as  a  new  puppy 
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Powerful  mobile  computing  meets  powerful  backup. 

The  HP  Compaq  nx°420  Business  Notebook  with  Intel  8 
Centrino"  Duo  Mobile  Technology,  plus  HP's  exclusive 
3-in-l  NAS  Docking  Station.  The  ideas  that  move  your 
business  are  now  secured,  simply,  in  one  place. 

To  back  up  better,  call  1-800-799-MYHP. 
Find  a  reseller  or  visit  hp.com/go/nx9420d. 
nx9420  starting  at  $1329. 
Docking  Station  starting  at  $349. 


i  n  v  e  n't 


HP.  C0/\ /PERSONAL 


Ej  Copyright  2006  Hewlett-Packard  Development  Company,  L.  R  The  information  contained  herein  is  subject  to  change  without  notice.  Prices  may  vary. 
[Simulated  images.  Wireless  access  point  and  Internet  service  sold  separately.  Dual-Core  is  a  new  technology  designed  to  improve  performance  of 
pertain  software  products.  Check  with  software  provider  to  determine  suitability.  Not  all  customers  or  software  applications  will  necessarily  benefit 
from  use  of  this  technology.  Intel,  the  Intel  logo,  the  Centrino  logo,  and  Centrino  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its 
[subsidiaries  in  the  United  States  and  other  countries.  Microsoft  and  Windows  are  U.S.  registered  trademarks  of  Microsoft  Corporation, 
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So  far,  so  good.  When  Chung  showed 
off  Pleo  earlier  this  year  at  a  tech  confer- 
ence, 200  people  sang  "Happy  Birthday" 
to  the  robot.  Since  then  thousands  have  e- 
mailed  Ugobe  pleading  to  be  among  the 
first  to  pay  $250  for  a  Pleo.  They  need 
patience:  Pleo,  first  planned  for  the  holi- 
days, won't  emerge  until  March. 

Pleo  is  a  technical  marvel,  but  all  the 
wizardry  is  invisible,  designed  to  create  a 
personality.  Chung  knows  how  to 
prompt  feelings  without  using  words.  He 
was  a  street  mime;  he  played  an  orang- 
utan on  TV;  he  taught  himself  to  make 
mechanized  puppets  and  toys.  In  the 
1980s  he  made  a  playful  dinosaur  for 
Mattel,  but  the  company  nixed  the  idea 
as  too  expensive.  Chung  later  cocreated 
Furby,  the  big- eared  fuzz  ball  that  sold  50 
million  units.  He  retired  comfortably  but 
hankered  to  build  a  robotic  dino  pet. 

Working  with  a  friend,  Chung  came 
up  with  software  that  animates  a  four- 
legged  robot  with  balanced,  smooth 
motions.  Soon  entrepreneur  Robert 
Christopher  signed  up  to  be  chief  execu- 
tive of  a  new  company,  which  he  named 
"Ugobe"  (as  in,  "You  go  be  what  you 
want  to  be").  They  have  raised  $2.7  mil- 
lion from  investors  so  far  and  bank  on 
getting  another  $8  million  in  September. 

In  Boise,  Idaho  Chung  and  a  dozen 
collaborators  have  modeled  Pleo  after  a 
plant-eating  baby  camarasaurus  from  the 
Jurassic  period.  Pleo  has  an  operating 
system,  a  microcontroller,  14  motors 
(one  for  each  joint)  and  31  sensors  to 
detect  changes  in  light,  sound  and 
motion.  Skin  has  slowed  Pleo's  arrival; 
Chung  wants  the  rubbery  material  to  fit 
snugly  yet  move  naturally. 

Pleo's  coolest  feature  is  software  that  lets 
it  react  to  stimuli  and  its  environment  in  a 
thousand  different  ways.  Touching  its  head 
can  startle  a  young  Pleo,  make  an  older 
Pleo  wag  its  tail  playfully — and  annoy  a 
hungry  one.  Owners  will  be  able  to  down- 
load new  behaviors  from  the  Web  or  write 
their  own  code.  Young  Pleos  might  even 
pick  up  habits  or  catch  a  cold  by  hanging 
out  with  other  Pleos,  sharing  data  via 
infrared  links.  "Our  job  is  to  create  a  rela- 
tionship between  Pleo  and  a  person," 
Chung  says.  "You'll  interact  with  it,  share 
an  emotional  language  with  it.  Then  you 
can  play'  —Elizabeth  Corcoran 


Robo-docs 

EVEN  IN  THIS  HIGH-TECH  ERA  OF  AMAZING  MEDICAL  TOOLS— MRI  SCAN-  I 
ners  that  can  see  deep  inside  the  body,  gamma-ray  beams  harnessed  to  zap 
tumors,  implantable  defibrillators  that  shock  the  heart  to  keep  it  pumping — 
surgeons  still  wield  an  old-fashioned  blade  to  take  life  into  their  hands.  But  | 
surgery  strains  the  limits  of  human  dexterity.  Maddeningly  tricky  new  proce- 
dures offer  smaller  and  barely  visible  scars  and  potentially  faster  recoveries.  In  I 
a  "keyhole"  prostatectomy,  a  surgeon  carefully  manipulates  chopsticklike 
instruments  through  tiny  slits  in  the  body  to  remove  a  cancer-ridden  prostate 
and  reconstruct  its  surroundings.  Surgeons  liken  it  to  putting  a  tractor-trailer 
into  reverse  gear  and  swerving  flawlessly  through  a  wicked  S-curve. 

Is  there  a  robot  in  the  house?  Surgery  soon  will  become  a  partnership 
between  man  and  machine — and  it  must,  says  Russell  Taylor,  world-renowned 
designer  of  surgical  robots.  "The  average  surgeon  will  become  as  good  as  the 
star  surgeon,  and  the  star  will  have  superhuman  capabilities,"  says  Taylor,  58, 
an  engineering  professor  at  Johns  Hopkins  University.  The  star  in  the  operat- 
ing room  today  is  Da  Vinci,  a  1,200-pound,  $1.5  million  gadget  from  Intuitive 
Surgical  in  Sunnyvale,  Calif.  But  Da  Vinci  is  only  a  slave.  A  surgeon  works  at 
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FREE 

HIGH-SPEED  INTERNET 
& 

FREE 

LONG  DISTANCE 


WHAT'S  YOUR  REQUEST?™  Do  you  want  to  chat  up  old  friends  and  current 
business  associates  every  day?  Or  do  you  want  to  leisurely  surf  the  web  looking  for  the  next 
big  thing  all  night?  We'd  like  to  hear  about  it.  Join  Wyndham's  free  ByRequest  program  and 
enjoy  extras  like  free  long  distance  and  Internet  when  you're  traveling  on  business.  Call  us  or 
your  travel  planner  for  details.    1.800.WYNDHAM  www.wyndham.com 


Wyndham  Phoenix 
Wyndham  Anaheim  Park 
Wyndham  Commerce 

Los  Angeles,  CA 

Wyndham  Orange  County 


Wyndham  Palm  Springs 
Wyndham  Garden  Hotel  -  Pleasanton 
Wyndham  San  Diego  at  Emerald  Plaza 
Wyndham  San  Jose 


WYNDHAM 
HOTELS 
RESORT 


If 


/yndham  ByRequest1  benefits  are  available  at  participating  Wyndharn  Hotels  and  Resorts  and  are  subject  to  certain  restrictions.  For  a  complete  list  of  terms  and  condidons.visitwyndham.com 
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WE  NORMALLY  WOULDN'T 

ENCOURAGE  IT, 

BUT  NOW  YOU  CAN  HAVE  YOUR 

CAKE  AND  EAT  IT  TOO. 


Great  health  care  coverage  or  a  great  bottom  line? 

With  Kaiser  Permanente,  it's  a  choice  you  don't  have  to 
make.  We  have  the  variety  of  plans  you  need  to  find  the 
right  fit  for  all  your  employees.  You  can  choose  from  a 
deductible  plan,  a  PPO,  a  POS,  our  affordable  HMO,  or 
an  HRA.  All  priced  to  help  you  manage  costs  without 
compromising  quality.  And  your  employees?  They 
can  choose  their  personal  physician  from  one  of  our 
top-notch  doctors  or  from  a  doctor  in  their  community. 
That's  a  pretty  sweet  deal  for  everyone.  To  find  out 
more  about  your  choices,  call  your  authorized  Kaiser 
Permanente  broker,  or  log  on  to  kp.org. 


KAISER  PERMANENTE 
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YOU  DON'T  HAVE  ONE  TYPE  OF  EMPLOYEE. 
WHY  SETTLE  FOR  ONE  TYPE  OF 
HEALTH  CARE  PLAN? 


Different  employees  have  different  needs.  Now  you 

can  partner  with  one  health  care  company  and 
satisfy  everyone.  At  Kaiser  Permanente,  we  have  the 
one  thing  everyone  needs:  choice.  PPO.  POS.  HRA. 
Deductible.  Even  an  affordable  HMO.  You  can  choose 
the  plan  that  works  best  for  your  people,  so  they 
can  thrive.  And  all  of  our  options  come  with  your 
bottom  line  in  mind,  so  your  business  can  thrive.  To 
find  out  more  about  your  choices,  call  your  authorized 
Kaiser  Permanente  broker,  or  log  on  to  kp.org. 
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PEOPLE     WHO     MAKE     GREAT     COMPANIES  WORK 
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craigslist 
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The  online  classified  and  community  site,  craigslist,  is  irreverent,  spicy,  humorous,  and  indispensably  practical.  And  it 
garners  more  than  four  billion  page  views  per  month.  Perhaps  no  other  business  in  the  world  has  combined  such  reach 
with  such  extraordinary  sense  of  neighborhood.  How?  "We've  tried  to  make  Internet  transactions  more  personal,  more 
human,"  says  San  Francisco-based  founder  Craig  Newmark.  "craigslist  is  really  a  collection  of  communities,  with  social 
capital  and  trust  in  more  than  200  cities.  My  role  is  to  nurture  and  protect  that  culture  of  trust." 


Perkins  Coie:  Legal  Counsel  to  great  companies  like  craigslist. 


Perkins 
Coie 

attorneys  at  law 


ANCHORAGE  •  BEIJING  •  BELLEVUE  •  BOISE  •  CHICAGO  •  DENVER  •  LOS  ANGELES  •  MENLO  PARK 
OLYMPIA       •       PHOENIX       •       PORTLAND       •       SAN    FRANCISCO       •       SEATTLE       •       WASHINGTON.  DC. 

Contact:  800.586.8441  Perkins  Coie  llp  and  Affiliates 


HELP  US  CELEBRATE 
^5  YEARS  OF  LOW  FAR£S 


FREE  $35 

southwestgiftcard 

after  your  first  purchase* 


Get  Up  To 

9  Credits! 

That's  more  than 
halfway  to  a  Free 
roundtrip  Award! 

after  your  first  purchase  and  balance 
transfers  made  within  90  days  of 
account  opening* 


Low  Annual  Fee  Applies 


!  A  $35  southwestgiftcard  will  be  mailed  to  you  6-8 
weeks  after  your  first  purchase.  Get  four  Rapid  Rewards 
credits  after  your  first  purchase  and  up  to  five  more 
credits  with  balance  transfers  made  within  the  first  90 
days  the  card  is  open.  You  will  earn  1  Reward  Dollar  for 
every  $1  you  transfer  (up  to  a  maximum  of  $6,000  or  5 
credits).  Cash  advances,  any  checks  that  access  your 
account,  unauthorized  charges,  finance  charges 
accrued  on  your  account  balances  or  fees  of  any  kind, 
including  fees  for  products  that  insure  the  balance  of  the 
cardmember's  account,  do  not  earn  Reward  Dollars 
toward  Rapid  Rewards  credits.  All  Rapid  Rewards  rules 
and  regulations  apply.  Subject  to  credit  approval.  The 
Southwest  Airlines  Rapid  Rewards  Visa  credit  card  is 
issued  by  Chase  Bank  USA,  N.A.  and  may  be  serviced  by 
its  affiliates. 

Award  travel  is  subject  to  the  U.S.  government-imposed 
September  11th  Security  Fee  of  up  to  $10  per  roundtrip. 


e 

Rewards 


Get  roundtrip  Awards  faster  with 
the  Southwest  Airlines 
d  Rewards  Visa®  card 


5 visa  or  1-877-SWA-35th 


Mention  offer  code  SQ7  or  offer  code  MX1  for  Business  Card 


LISA  B.  CROSBY,  DIRECTOR  OF  BENEFITS,  TRINET 


USING  IS  BELIEVING. 

At  TriNet,  we  outsource  HR  services  to  over  a  thousand  technology,  financial  and  professional  services  companies.  TriNet 
is  both  a  Health  Net  customer  and  plan  sponsor.  We  needed  a  carrier  that  would  bring  superior  customer  service  and  provide 
web-based  consumer  tools  to  our  highly  compensated,  web-sawy  customer  base. 

:ir  Decision  PowerSM  program.  It  fills  the  breach  when  real  life  health 
ion  Power's  24/7  "on  call"  response  system  answers  TriNet's  goal  of  providing  great  service  when- 
ever and  wherever  web  tools  are  smart,  easy-to-use  and  relevant:  Evidence-based  medicine, 

hospital  comparisons,  independent,  objective  perspectives.  Bottom  line:  Decision  Power  helps  members  develop  informed 
questions  to  ask  their  medical  team  about  their  specific  condition.  Healthcare  needs  this.  And  Health  Net  has  it." 

call  Health  Net  at  1-800-447-8812,  option  1.  Or  visit 

www.heaithnet.com 

Health  Net' 

A  Better  Decision 

Health  Nef  of  California,  Inc. ,  is  a  subsidiary  of  Health  Net,  Inc.  Health  Net,  Inc.  s  HMO,  POS,  EOA,  insured  PPO  and  government  contracts  subsidiaries  provide  health  benefits  to  11  million  members 
nationwide  through  group,  individual,  Medicare,  Medicaid  and  TRICARE  programs.  Health  Net,  Inc.  has  $12  billion  in  annual  revenues.  ©  2006  Health  Net  of  California,  Inc.  Health  Net*  is  a  registered 
trademark  of  Health  Net,  Inc.  Health  Net's  Decision  Power  is  a  service  mark  of  Health  Net.  Inc.  All  rights  reserved. 
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/ 


{the  perfect  green  silk  scarf  -  9.8  minutes} 


{a  green  apple  martini  -  7.3  minutes} 


{the  spot  to  see  the  green  flash  -  3.2  minutes} 


Surround  yourself  with 
everything  you  love. 


WAIKIKI  S  PREMIER  RESIDENCE 


Luxury  awaits  at  the  gateway  to  Waikiki.  Exclusive  2-bedroom,  2-bath  condominiums.  Generous  balconies 
with  expansive  ocean,  yacht  harbor  and  city  views.  Four  acres  featuring  serene  tropical  gardens.  Prices  start 
in  the  $800, 000s  fee  simple.  Yes,  the  best  things  in  life  are  a  lot  closer  than  you  think. 


p!\l  H<  All  5 


Honolulu,    Hawaii   -   808.944.2800   -  thewatermarkwaikiki.com 

This  is  not  an  oHer  to  purchase,  nor  does  it  constitute  an  obligation  or  contract  of  any  kind.  All  figures,  (acts,  information  and  prices  are  approximate  and  are  subject  to 
change  at  any  time.  Photos  and  drawings  depicted  in  this  advertisement  are  illustrative  only  and  should  not  be  relied  upon  in  deciding  to  purchase  an  apartment. 


INTRACQRP 


Public  lands  make  up  over  one-third  of  this  great  country,  and  they 
belong  to  each  of  us.  From  sidewalks  outside  our  doors  to  beaches  to 
distant  mountain  streams,  we  share  it  all.  And  together,  we  can  protect 
it.  Whether  you'd  like  to  organize  a  cleanup,  be  a  campground  host, 
or  do  something  else,  there's  a  way  you  can  help.  To  find  out  more 
about  the  volunteer  opportunities  available,  visit  www.TakePride.gov. 


Take  Pride* 

in^MERICA 

It's  your  land,  lend  a  hand 


ow  do  we  help  keep  employee  healthcare  benefit  costs  down? 
We  make  wellness  even  more  contagious  than  illness. 

Keeping  your  employees  healthier  can  help  us  keep  your  healthcare  benefit  costs  lower.  That's  why 
we  use  all  the  data  and  resources  we  have  today  to  help  anticipate  your  employees'  needs  in  the 
re.  Then,  based  on  what  we  know,  we  work  with  your  employees  to  help  them  lead  healthier 
lives.  We  have  nurses  dedicated  to  helping  members  with  certain  chronic  health  conditions.  We 
also  offer  online  tools  that  can  help  healthy  members  stay  that  way.  All  this  may  lead  to  fewer  sick 
days,  greater  productivity,  lower  coverage  costs  and  a  healthier  bottom  line  as  well  as  healthier 
employees.  To  find  out  more  about  our  coverage  for  businesses  with  51  or  more  employees; 
contact  your  broker,  consultant  or  sales  representative  today. 


HEALTH  I  LIFE  |  DENTAL  |  VISION 


Medical  and  Dental  coverage  from  Blue  Cross  of  California  (BCC)  and/or  BC  Life  &  Health  Insurance  Company  (BCL&H).  Medical  coverage  outside  of  California  provided  by  BCL8H  under  a  group  policy  issued  in  California 
Life  insurance  from  BCL&H.  BCC  and  BCL&H  are  independent  licensees  of  the  Blue  Cross  Association.  ®  Registered  Marks  of  the  Blue  Cross  Association.  ©  2006  BCC. 


"What  could 
persuade 
a  man  with 
international 
responsibility 
for  one  of  the 
world's  biggest 
companies  to 
admit  to  a  majoi 
attraction  for 
France?" 

Nani  Beccalli  explain 
why  GE  can't  do 
without  French 
high-tech. 





it  a  nearby  console  to  manipulate  its  multiple  arms  to  perform  keyhole  prostate  removals 
If  and  other  procedures. 

Sleeker,  more  capable  instruments  are  starting  to  emerge  from  Taylor's  airy  base- 
llment  lab  in  Baltimore.  Slated  for  human  trials  within  a  year  are  grippers  and  retractors 
l|  with  force  sensors  to  avoid  gripping  blood  vessels  too  tightly  or  oxygen  sensors  to  dif- 
ferentiate diseased  tissue  from  healthy.  In 
/7\  RUSSELL  TAYLOR  nascent  development  is  a  robotic  arm  that 

AQE.  5g  flexes  like  an  elephant  trunk  to  glide  down 

\y  BIRTHPLACE:  Newport  News,  Va.        the  throat  for  scarless  repairs  of  the  the 

ATTENDED  medical  SCHOOL:  j  Doctors  could  see  what 

No.  But  ties  got  a  Ph.D.  in  computer  rr  1 

science  from  Stanford.  they're  dissecting  using  heads-up  displays 

that  overlay  CT  scans  onto  the  organ  in  ques- 
tion. Another  robotic  tool,  presently  in  the 
earliest  stages  of  development,  will  let  eye 
surgeons  bust  up  clots  inside  minuscule 
blood  vessels. 

^™'™^^^^^^^™^^^—^^^^^  Taylor,  who  built  his  own  oscilloscope 
:  the  summer  after  high  school,  got  a  Stanford  Ph.D.  in  computer  science  and  put  in  19 
years  at  IBM  developing  an  important  robot  software  language.  He  switched  from  fac- 
tory automation  to  computer- assisted  surgery  in  the  late  1980s.  Now  he  must  prove 
that  his  cool  creations  can  improve  patient  care.  "We  are  making  a  partnership 
between  human  judgment  and  machine  capability,"  Taylor  says.     — Robert  Langreth 


g INTELLIGENT  GRIPPERS, 
RETRACTORS,  OTHERS. 
AGE:  Stil]  in  the  works 
BIRTHPLACE:  Baltimore,  Md. 
ATTENDED  MEDICAL  SCHOOL:  No. 
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Data  Driver 


SEBASTIAN  THRUN  IS  VERY  CLEAR  ON  THE  FUTURE. 
"Forty-two  thousand  people  in  the  U.S.  die  in  traffic 
accidents  every  year,"  he  says.  "Down  the  road,  I  know 
cars  will  drive  themselves.  Its  just  right!"  Robots  don't 
get  drunk,  fall  asleep  or  talk  on  the  phone.  If  we  turn  highways  into  "invisible  rail  systems,"  he  says,  we 
can  combine  the  convenience  of  a  car  with  the  safety  of  a  train. 

This  vision  has  been  a  futurist  phantasm  since  the  1950s,  but  Thrun  and  a  car  named  Stanley  are  bring- 
ing the  age  of  the  autoroad  a  bit  closer.  Stanley  is  a  Volkswagen  Touareg  built  by  Thrun,  39,  who  teaches 
computer  science  at  Stanford,  and  his  graduate  students.  In  October  2005  Stanley  drove  itself  to  a  rookie 
victory  in  the  Grand  Challenge,  a  1 3 1  -mile  race  across  the  Mojave  Desert.  First  prize:  $2  million.  Race  spon- 
sor, tellingly:  the  U.S.  Department  of  Defense. 

In  the  same  race  a  year  earlier  none  of  the  1 5  robotic  entrants  even  finished.  Thrun  entered  the 
race  last  fall  largely  out  of  frustration  at  these  results;  he  had  just  arrived  at  Stanford  from  Carnegie 


Nani  Beccalli, 
President  &  CEO, 
GE  International  says 
France  has  a  talent  for 
innovation. 


GE  is  as  American  as  apple  pie.  What's  it 
like  doing  business  with  the  French? 

GE  today  is  a  truly  global  company  with  a  long  history  in 
Europe.  There  is  a  way  of  doing  business  which  France 
and  the  United  States  have  in  common.  Look  at  our 
50/50  joint  venture  with  SNECMA  producing  jet  engines 
in  France  [CFM  International].  It's  an  outstanding  and 
extremely  successful  partnership.  It  has  existed  for 
30  years  and  will  probably  be  around  for  30  more. 

What  qualities  does  France  have  to  offer? 

The  French  have  a  passion  for  engineering  and  techno- 
logy, for  research  and  solutions  that  push  back  the 
boundaries.  The  Ecole  Polytechnique  is  one  of  the  best 
engineering  schools  in  the  world  and  French  technology 
tends  to  be  very  sophisticated.  I'm  a  car  fanatic,  and 
I  can  still  remember  when  the  Citroen  DS  was  introduced 
in  the  mid  50s.  It  was  incredibly  advanced,  way  ahead 
of  its  time. 


Has  France  kept  that  edge? 

A  lot  of  European  countries  have  either  limited  or  even 
non-existent  portfolios  of  technology  products.  France  is 
different.  They  still  have  a  pharmaceutical  industry, 
I  aviation,  space,  a  helicopter  industry  a  train  industry... 


Does  that  make 
it  attractive 
for  a  foreign 
investor? 

Yes,  especially  if 
you're  trying  to 
make  a  technolo- 
gical product.  In 
France,  GE  has  one 
of  the  world's  most 
technologically 
advanced  units  for 
producing  turbines 
as  well  as  the  technology  center  for  our  medical  business. 
The  French  are  very  creative.  They  have  a  great  capacity 
for  dreaming  and  they're  not  afraid  to  launch  large-scale 
projects.  TGV  is  a  perfect  example. 

The  French  also  value  tradition.  Does  that 
make  them  conservative? 

Respect  for  tradition  doesn't  mean  you're  afraid  of 
change.  I've  brought  my  fair  share  of  change  to  GE, 
but  I  have  tremendous  respect  for  tradition.  You  can  tell 
by  the  way  I  dress.  I'd  say  France  strikes  the  right  balance 
between  tradition  and  innovation. 


GE  in  France 

•  Established  in  France  for 
more  than  50  years 

•  9,500  employees,  3  R& 
centers,  6  production  site 

•  GE's  partnership  with 
SNECMA  gave  them  a  lead  in 
the  aircraft  engines  industr 


"The  French  have 
a  passion  for 
engineering  and 
technology,  for 
research  and 
solutions  that  push 
back  the  boundaries.' 


GE  is  a  major  player  in  financial  services. 
How  do  you  rate  France  in  that  department? 

France  is  an  advanced  and  sophisticated  country  where 
it's  natural  for  financial  sendees  to  be  thriving. 
It  has  60  million  consumers.  That's  a  rich  community  of 
people  that  has  to  save  money,  spend  money,  buy  houses, 
buy  cars,  take  out  mortgages  and  borrow. 

Would  you  live  there? 

J 

Absolutely.  Paris  is  my  favorite  city.  I'm  Italian,  but 
I  prefer  Paris  to  Rome  by  a  factor  of  100.  Paris  is  a  place 
which  combines  tradition  with  modernity. 

Now  is  the  time  to  invest  in  France. 
To  find  out  how  the  Invest  in  France  Agency 
has  helped  some  of  the  world's  leading 
companies  and  what  it  can  do  for  you, 

visit  www.thenewfrance.com 


The  new  France.  Where  the  smart  money  goes. 


GANG 


Mellons  Robotics  Institute.  Researchers 
there  had  spent  years  coming  up  with 
some  of  the  fundamental  principles  for 
building  robotic  vehicles.  Analyzing  tons 
of  data  was  key:  They  packed  cars  with 
ever  more  sensors  to  navigate  the  world 
around  them. 

But  Thrun  knew  that  sometimes  the 
data  points  are  simply  wrong.  He  had 
built  a  robotic  tour  guide  for  the  Smith- 
sonian National  Museum  of  American 
History  in  1998,  and  the  contraption  got 
confused  when  people  waved  at  it.  Thrun 
taught  his  bots  to  stop  trusting  all  data 
equally  and  instead  assign  some  proba- 


bility to  its  utility  and  accuracy. 

"The  robot  has  to  figure  out:  Is  this 
data  a  wall?  Could  it  be  a  kid?  Could  it  be 
a  shadow  or  a  trick?"  Thrun  says. 

Stanley  sports  five  global-positioning 
antennas,  six  Pentium  M  computers,  five 
laser  range  finders  and  a  video  camera.  To 
train  Stanley's  brains,  Thrun  and  his  crew 
drove  it  1 ,000  miles  over  desert  terrain  to 
reveal  what  conditions  drivers  deem  criti- 
cal and  what  they  ignore.  A  bad  bump 
jostling  Stanley's  sensors  might  acciden- 
tally produce  data  indicating  a  wall  ahead 
even  if  the  road  is  clear.  Stanley  learned  to 
downplay  such  data  and  stay  attuned  to 


more  significant  obstacles. 

To  win  the  race  in  October  Stanley  I 
took  six  hours  and  54  minutes;  Carnegie 
Mellons  car  needed  another  1 1  minutes  to 
finish.  Best  of  all,  Thrun  says,  5  contestants 
finished  (of  23  total).  "We  all  won.  The 
robotics  community  won."  The  next  Grand 
Challenge  is  in  November  2007,  with  a  60- 
mile  romp  through  a  city  yet  to  be  named. 
Contestants  will  have  to  avoid  static  obsta- 
cles and,  most  important,  one  another. 
Thrun  will  be  ready  with  a  new  Volkswa- 
gen Passat.  "To  make  robots  really  useful," 
he  says,  "they  will  have  to  deal  with  traffic." 

—Elizabeth  Corcoran 


Collaborators  Mark  Cutkosky 
and  Robert  Full. 


The  Stickybot 


COCKROACHES  INSPIRE  ROBERT  J.  FULL. 
So  do  crabs,  geckos  and  a  closetful  of  other 
creepy  creatures.  Not  that  he  likes  them.  "I 
think  they're  disgusting!"  says  Full,  a  professor  at  UC,  Berkeley. 
"But  how  do  they  move  like  they  do?" 

This  biologist  believes  he  can  best  nature.  He  has  spent  his 
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^nd-to-end  enterprise  reliability. 

v'ujitsu  PRIMEQUEST™  Servers.  Proven  reliability  to  span  your  enterprise  needs. 


ujitsu  PRIMEQUEST  servers  reflect  our  vast  mainframe  experience  as  well  as  our  deep  commitment 
b  reliability.  With  up  to  32  Intel®  Itanium®  2  Processors  each,  these  powerful,  enterprise-class  servers 
|ridge  the  gap  between  the  Microsoft®  Windows®  and  Linux®  applications  you  depend  on  and  the 
lainframe-class  scalability,  performance,  and  reliability  you  need.  Go  to  www.us.fujitsu.com/reliability2 
>r  more  information. 


SYSTEM  MIRROR 

guards  against  hardware  errors 


LOWER  TOO 

that  simplify  administrative  tasks 


FUJITSU 


THE    POSSIBILITIES    ARE  INFINITE 


Itanium  2 

inside 


GANG 


life  scrutinizing  the  ways  many-legged 
animals  scamper  over  bumpy  terrain  and 
scoot  up  a  wall  or  even  glass.  Working 
with  Mark  Cutkosky  of  Stanford  Univer- 
sity and  other  mechanical  engineers,  Full 
designs  robots  that  use  these  principles. 
"We  don't  want  to  copy  nature,"  Full  says. 
"That's  a  totally  mistaken  idea.  Nature 
inspires  us." 

In  April  Full,  48,  and  Cutkosky,  49, 
unveiled  their  most  recent  bio-inspired 
robot,  the  two-foot  long  "Stickybot," 
which  strides  up  a  window  much  like  a 
gecko  but  at  1.5  inches  a  second.  "Every- 
body wants  to  know  if  Stickybot  can  do 
windows,"  Cutkosky  says.  "I  just  want 
robots  that  can  look  for  cracks  in  the  Bay 
Bridge." 

Stickybot  is  the  result  of  a  decadelong 
collaboration  between  Full  and  Cutkosky. 


©MARK  CUTKOSKY, 
ROBERT  FULL 
AGE:  49,  48. 
BIRTHPLACE:  Pittsburgh, 
Pa.;  Buffalo,  N.Y. 
ROBOTS  CUTKOSKY  BUILT:  15. 
SPECIES  FULL  STUDIED:  50. 


g STICKYBOT 
AGE:  6,500  man- 
hours 
BIRTHPLACE:  Palo 
Alto,  Calif. 
GRAD  STUDENTS  WHO 
HELPED  BUILD  IT:  4. 


When  they  met,  Full  already  was  a  leader 
in  unraveling  the  principles  of  animal 
locomotion.  He  has  measured  the  force  of 
cockroaches'  footsteps  and  the  stiffness  of 
their  legs.  (The  legs  of  most  creatures, 
insect  or  human,  work  like  a  pogo  stick; 
the  stiffness  of  the  "spring" — the  muscle — 
strongly  influences  their  speed.) 

"Cockroaches  can  run  even  faster  by 
standing  on  their  rear  legs  and  running 
like  bipeds."  Full  says. 

Working  with  Irobot  (see  p.  94),  Full 


developed  a  crablike 
machine  that  walks  on 
land  and  underwater. 
With  researchers  at  the 
University  of  Pennsylva- 
nia, he  built  a  six-legged 
robot  the  size  of  a  shoe- 
™""B^^^'  box;  it  traverses  rocky 
trails  without  tipping  over.  Pixar  tapped 
Full  for  help  in  giving  characters  in 
A  Bug's  Life  more  personality  through 
motion. 

Cutkosky,  meanwhile,  had  been  mak- 
ing a  name  for  himself  by  developing  dex- 
terous robotic  hands.  He  became  an 
expert  in  bonelike  structures  built  by  lay- 
ering materials  with  different  properties,  a 
technique  called  shape-deposition  manu- 
facturing. Instead  of  making  a  robot's 
limbs  with  solid  plastic,  Cutkosky  can 
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"We  don't  want  to  copy  nature.  Nature  inspires 


us. 


make  them,  for  instance,  with  an  elastic 
core  and  a  tough  outer  shell. 

The  duo  has  made  various  families  of 
robots,  each  with  their  own  talents.  Some, 
inspired  by  cockroaches,  sport  six  legs  and 
can  clamber  over  rocks.  The  speediest  of 
these  moves  at  2.7  yards  per  second. 

Getting  robots  to  climb  walls  is  a 
tougher  challenge.  "Even  five  years  ago  I 
would  have  had  no  clue  how  to  build 
Stickybot,"  Cutkosky  says.  A  dozen 
motors  and  embedded  tendons  made 
of  fabric  and  cables  let  Stickybot 
maneuver  each  of  its  four  legs  and  16 
toes  independently. 

Those  toes  are  the  real  marvel.  Geckos 
can  cling  to  glass  by  a  single  toe  because 
each  has  millions  of  fibers  so  tiny  they 
stick  to  surfaces  through  weak  molecular 
forces.  Stickybot  does  the  same,  using 
hundreds  of  tiny  tapered  stalks  measuring 
10  microns  (that's  four  ten-thousandths  of 
an  inch)  at  the  tip.  Because  the  tips  are 
sharply  angled,  Stickybot's  toes  stick  going 
in  one  direction  and  peel  off  easily  when 
pulled  the  other  way.  Stickybot,  funded  in 
part  by  the  Defense  Advanced  Research 
Projects  Agency,  could  get  stickier  still. 
More  sensors  and  motors  would  let  it 
sense  when  it  is  about  to  fall  off  a  wall  or 
when  it  needs  to  rotate  its  feet,  as  geckos 
do,  to  climb  down. 

— Elizabeth  Corcoran 
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Cockroachlike  Sprawlita  has  scuffled  more  than  30  miles. 
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iTheStandard 

Positively  different. 

Insurance.  Retirement. 
Investments  &  Advice. 


DISABILITY        LIFE  DENTAL 

Employees  depend  on  you  to  make  the  right  decisions  about  their  benefits.  You  can 
count  on  us  for  financial  strength,  security  and  superior  service.  After  all,  we've  been 
providing  them  to  our  customers  for  100  years.  For  group  disability,  life  and  dental 
insurance,  we  are  The  Standard.  800.633.8575  standard.com 


i'jThe  Standard  is  a  marketing  name  for  StanCorp  Financial  Group,  Inc.  and  subsidiaries.  Insurance  products  are  offered  by  Standard  Insurance  Company  of 

Portland,  Ore.  in  all  states  except  New  York,  where  insurance  products  are  offered  by  The  Standard  Life  Insurance  Company  of  New  York  of  White  Plains,  N.Y 
i\  Investment  services  are  offered  through  StanCorp  Investment  Advisers  of  Portland,  Ore.  Product  features  and  availability  vary  by  state  and  company,  and  are 
I  solely  the  responsibility  of  each  subsidiary. 


GANG  ROBOTS 


S\  SOREN  LUND 
*)  AGE:  35 

BIRTHPLACE:  Billund, 
Denmark 
GREATEST  CHALLENGE  TO 
DATE:  Managing  people. 


MINDSTORMS  NXT 

AGE:  Brand  new. 
l°J  BIRTHPLACE:  The  box  it 

comes  in. 
GREATEST  CHALLENGE  TO 
DATE:  Solved  Rubik's  Cube. 


Son  of  Lego 

LEGO  BRICKS  HAVE  TAUGHT  GENERATIONS  OF  CHIL- 
dren  clever  new  ways  of  building  things.  Soren  Lund  is 
teaching  the  world  new  ways  of  building  clever  things. 

Lund,  38,  oversees  Lego  Mindstorms,  the  world's 
most  popular  line  of  robot  tool  kits.  More  than  a  million 
kits  have  been  sold  since  their  1998 
debut.  Lego's  pitch  is  that  you  can 
make  1 5  different  robots  with  each 
pack.  But  Mindstorms  fans — most 
of  them  well  past  childhood — have 
blown  past  that  promise  to  make 
thousands  of  automatons:  discus 
throwers,  bartenders,  maze  explor- 
ers, Rubik's  Cube  solvers  and  more. 
Mindstorms  has  spawned  40  how- 
to  books  and  ten  new  program- 


Find  More  Online 

■Forbes 


Want  to  see  the  E-Gang  robots  in 
action?  Forbes.com  offers  video  of  the 
world's  smartest  machines  at  work  and 
play.  Check  out  www.forbes.com/egane 


ming  languages.  The  Euro- 
pean Space  Agency  uses 
the  kits  to  rough  out  the 
mechanical  arms  it  uses  in 
outer  space. 

"It  took  off  in  directions 
we  never  imagined,"  says 
Lund,  who,  like  Lego  itself,  is 
a  product  of  rural  Denmark; 
as  a  kid  he  filled  the  family 
living  room  with  Lego  trains. 

Lund  eagerly  awaits  the 
response  to  Mindstorms 
NXT,  an  overhaul  and  upgrade  due  this  month  (see 
review,  p.  110).  The  new  version  is  easier  to  build 
and  has  more-elegant  software,  ten  times  the  mem- 
ory, more-precise  motors,  a  speaker  and  digital  sen- 
sors. It  can  communicate  wirelessly  with  any  Blue- 
tooth-equipped computer  or  cell  phone.  And  this 
time  Lund  brought  in  the  fans  up  front:  A  hundred 
Mindstorms  hackers  did  the  design  work. 

Lund  originally  kept  quiet  about  this 
expanding  group  of  outsiders,  lest  his  bosses 
balk,  but  eventually  got  all  the  help  he  needed. 
Nine  out  of  ten  new  Lego  products  go  into  pro- 
duction after  development  expenditures  below 
$100,000.  NXT  cost  $10  million  to  develop.  "We 
will  be  the  de  facto  robotics  company  for  others 
to  work  with,"  Lund  says. 

Across  a  cluttered  table  at  Lego's  base  in 
Billund  an  original  Mindstorms  robot  faces  the 
new  crew  like  a  last  dinosaur  eyeing  frisky  new 
species.  A  new  scorpion  robot  retreats  or  attacks, 
depending  on  how  close  you  hold  your  hand  to  its  sen- 
sor. A  dancing  robot  quickens  its  moves  as  music 
speeds  up.  A  crab  scurries  up  to  cans  of  soda  and  beer, 
picks  up  the  one  you  prefer  and  delivers  it  with  an  elec- 
tronic "Have  a  nice  day!" 

"We  went  from  mechanical  robots  to  personalities  that 
react  to  information,"  says  Lund.  Mindstorms  has  been  a 
rare  bit  of  good  news,  and  the  biggest  seller,  for  Lego.  Years 
of  overdependence  on  licensing  gimmicks  (such  as  those 
connected  with  Star  Wars),  poor  product  expansion  and 
generics  from  China  led  to  a  loss  exceeding  $330  million 
in  2004.  It  eked  out  an  $85  million  profit  last  year  on  $1.2 
billion  in  sales  only  by  closing  plants  and  selling  assets. 

Lego  unveiled  Mindstorms  NXT  in  February,  and  in 
two  weeks  432,000  references  to  the  product  had  popped 
up  online.  Microsoft  is  building  robotics  software  for 
NXT,  and  new  books  are  in  the  works.  But  Lund  is  betting 
on  his  Mindstorms  minions — the  devotees.  "I  don't  know 
what  the  third  generation  of  Mindstorms  will  look  like 
yet,"  he  says,  "but  I  wouldn't  be  surprised  if  it  is  developed 
by  our  audience."  — Quentin  Hardy 
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UNINHIBITED  THINKING 
PLUS  FLAWLESS  EXECUTION. 
PREPARE  FOR  TAKEOFF. 
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MADE  POSSIBLE  WITH  WACHOVIA 


Wachovia's  Corporate  and  Investment  Bank  gives  your  company  the  thinking  you 
need  to  stand  apart  from  your  competition.  We  bring  the  industry's  top  talent,  as 
well  as  the  retail  distribution  capabilities  of  the  nation's  third  largest  brokerage  firm. 
Seize  the  strengths  of  a  proven  leader  whose  innovative  approach  has  driven  the 
largest  market  share  gains  in  the  investment  banking  industry  over  the  past  five 
/ears*  We're  ready  to  guide  your  company  in  the  only  direction  we  know  —  forward. 
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W\CHOVIA 

Securities 


a  Securities  is  the  trade  name  for  the  corporate  and  investment  banking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia  Capital  Markets,  LLC,  Wachovia  Securities.  LLC.  members  NASD, 
SE,  and  SIPC,  and  Wachovia  Bank,  NA  ©  2006  Wachovia  Corporation 
ource:  Freeman  &  Company. 


DIGITALTOOLS -STEPHEN  MANES 


BYOB:  Build 
Your  Own  Bot 


1SET  A  RED  PLASTIC  BALL  ON  A  LITTLE  PLATFORM.  ROVER 
rushes  over  to  inspect  it  and  waits  patiently  for  my  com- 
mand. When  I  clap,  Rover  grabs  the  ball,  turns  around,  hur- 
ries back,  drops  the  orb  at  my  feet  and  says,  "Thank  you." 
And  the  coolest  thing  is  that  I  personally  built  the  little  guy 
with  my  own  two  hands  and  a  bit  of  simple  programming. 

Legos  new  robotics  kit— the  $250  Mindstorms  NXT — is  here. 
Its  best  feature  is  a  confidence-building  starter  design  you  can  build 
in  30  minutes  if  you  believe  the  box,  an  hour  if  you  believe  me. 

That  three-wheeled  model  doesn't  do  much  more  than  move 
around.  But  successive  projects  show  you  how  to  make  my  Rover 
by  adding  touch,  light  and  ultrasound  sensors  that  let  the  robot 
respond  to  its  environment — plus  a  grabber  that  can  pick  things 
up.  Once  you've  learned  a  programming  trick  or  two,  you  can  try 
a  robotic  arm  or  a  bug-eyed  anthropomorph. 

The  brains  of  the  outfit  is  a  plastic  brick  that  supplies  logic 
and  six  AA  batteries'  worth  of  power.  Four  buttons  and  a  mono- 
chrome LCD  on  the  front  offer  direct  input  and  output;  connec- 
tors on  the  top  and  bottom  can  hook  up  to  three  motors,  four 
sensors  and  your  computer.  Inside  the  brick  are  a  fairly  powerful 
microprocessor,  a  Bluetooth  radio,  a  tinny  speaker  and  enough 
memory  to  store  a  mingy  118  kilobytes  of  user  programs. 

PCs  and  Macs  communicate  with  the  robot  over  USB  or  Blue- 
tooth. A  mostly  visual  programming  language  lets  you  manipu- 
late onscreen  "blocks"  to  have  your  robot,  say,  go  forward  until  it 
senses  that  it's  near  a  wall  or  stop  and 
retreat  when  it  hears  a  loud  noise. 
Then  you  upload  the  program  to  the 
robot  and  see  what  happens. 

Sometimes  what  happens  is  that 
sloppy  programming  sends  it  career- 
ing into  the  wall  it's  supposed  to 
avoid,  occasionally  forcing  you  to 
readjust  friction-fit  pieces  that  can 
come  apart  under  stress.  But  when 
you  do  get  things  running  right,  you 
may  experience  one  of  those  rare 
shining  moments  when  technology 
makes  you  smile. 


There  are  a  few  frowns  in  the 
box.  The  519  Lego  Technic  pieces 
come  in  half  a  dozen  nonresealable 
bags,  forcing  you  to  waste  time  sort- 
ing and  storing.  The  rudimentary 
tutorial  for  the  programming  lan- 
guage leaves  you  to  puzzle  out  even 
simple  operations  by  working 
through  inadequate  help  screens. 
Presumably  somebody  will  come  up 
with  a  book  that  straightforwardly 
steps  you  through  the  ins  and  outs  of  programming. 

The  NXTs  dim  blue-on-gray  LCD  panel  seems  a  throwback  to 
a  distant  era,  and  creating  graphics  for  it  is  awkward.  There's  no 
way  to  use  Bluetooth  to  turn  the  unit  on  and  off,  and  simple 
instructions  for  turning  a  Bluetooth  phone  into  a  remote  control 
are  not  yet  available.  And  in  the  age  of  cheap  removable  memory, 
it's  a  shame  there's  no  way  to  expand  the  unit's  very  limited  stor- 
age capacity.  If  you  delete  all  the  demos  and  you're  lucky,  you'll  be 

able  to  keep  ten  simple  pro- 
grams on  the  unit. 

But  the  NXT's  predecessor 
has  already  become  a  cult 
favorite,  and  it's  hard  to  imag- 
ine that  this  one  won't  have 
similar  success.  The  Web  site 
Mindstorms.lego.com  offers 
two  more  projects,  plus  inspira- 
tional photos  of  a  robot  that 
mops  the  floor  and  one  that 
putts  golf  balls.  Technical  specifications  are  freely  available,  let- 
ting gearheads  create  their  own  sensors  and  programs. 

Now  please  excuse  me  while  I  figure  out  how  to  get  Rover  to 
turn  around  and  utter  an  expletive  whenever  it  bumps  into  some- 
thing. Not  many  products  unleash  your  inner  10-year-old;  this 
one  does  the  job.  F 


Lego's  new 
Mindstorms 
NXT  gives 
you  a 
personal 
robotics  lab. 
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Whether  you're  in  the  air  or  in  business,  you  need  to  see  what  is.  But  you  also  need  to 
anticipate  what's  next.  At  Rockwell  Collins,  we  help  you  see  it  all.  With  people  and  products 
that  bring  innovation  as  well  as  integrity  to  any  situation.  Building  a  relationship  with  you 
based  on  trust.  So  you  can  see  your  vision  for  what  it  is.  And  what  it  can  be. 
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At  American  auto  companies,  finance  guys  and  marketers 

rise  to  the  top.  Not  at  Honda  |  By  Jonathan  Fahey  and  Tim  Kelly 


▼  More  Rice,  Please 

Goal:  Understand  plants 

Honda  isolated  a  rice  gene  that  controls 
flowering  and  can  dramatically  increase 
yields.  Knowledge  could  be  used  to  boost 
yields  of  plants  for  biofuels. 


4  Asimo 

Goal:  To  explore 
human  mobility 

Asimo  is  a  preternatural 
4-foot-tall  robot  that 
gets  new  features  every 
year.  It  can  walk  down 
stairs,  run,  respond  to 
spoken  orders  and,  in  a 
pinch,  be  a  receptionist. 


►  Outta-My-Way  Face 

Goal:  Reduce  motorcycle  accidents 

Honda  is  using  psychology  to  try  to  help 
mitigate  a  big  safety  problem  for  bikers: 
Drivers  don't  see  them  coming.  It  turns  out 
that  if  the  bike  looks  like  an  angry  face, 
motorists  take  notice. 
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F  ALL  THE  BIZARRE 
0,  subsidiaries  that  big 

A  companies  can  find 
I  themselves  with,  Har- 
I  mony  Agricultural 
r  Products,  founded 
Br     and  owned  by  Honda 
Motor,  is  one  of  the 
strangest.  This  small  company  near 
Marysville,  Ohio  produces  soybeans  for 
tofu.  Soybeans?  Honda  couldn't  brook  the 
sight  of  the  shipping  containers  that 
brought  parts  from  Japan  to  its  nearby 
auto  factories  returning  empty  So  Har- 


mony now  ships  33,000  pounds  of  soy- 
beans to  Japan.  An  inveterate  tinkerer, 
Honda  also  set  up  a  center  nearby  to 
develop  better  soybean  varieties  and 
improve  agricultural  processes. 

This  is  from  a  company  that  sold  21 
million  internal  combustion  engines  for 
cars,  motorcycles,  lawnmowers  and  boats 
last  year.  But  there's  nothing  Honda  hates 
more  than  waste,  and  there  is  nothing 
Honda  likes  more  than  an  engineering 
problem.  Indeed,  how  else  to  explain  why 
Honda  has  studied  the  maddeningly  eva- 
sive cockroach  (for  anticollision  technol- 


ogy), decoded  the  rice  genome  (to  increase 
crop  yields  and  create  more-productive 
crops  for  biofuels)  and  developed  a  robot 
that  can  get  instructions  by  reading  human 
brain  waves  (to  learn  how  machines  and 
humans  can  better  coexist). 

Honda's  engineering  obsessions  have 
the  Japanese  company  better  prepared 
than  perhaps  any  other  automaker  for  high 
oil  prices  and  roiled  energy  markets.  Most 
auto  companies  have  placed  big  bets  on 
one  or  two  alternative  propulsion  tech- 
nologies while  they  dabble  or  play  catch-up 
in  others.  General  Motors,  for  example,  has 


▼  Night  Vision 


Goal:  Reduce  nighttime  accidents 


Honda  is  tinkering  with  technology  now 
available  only  to  the  U.S.  Armed  Forces  that 
would  help  drivers  see  other  vehicles  and 
pedestrians  in  the  dark. 


/  /— — \  \ 
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In  the  mid-1990s  Honda  studied  the  cockroach 
to  try  to  understand  how  it  escaped  danger.  No 
safety  technology  was  developed  as  a  result, 
onda  began  to  understand  the 
ce  of  sensors. 


Fill  Up  at  Home 


oal:  Home  refueling 

toronto-based  Fuelmaker  and 
Hpnda  offer  an  appliance 
that  lets  drivers  fill  natu- 
rjas-powered  Civics  in 
tMcjarage.  Next  step: 
hydrogen  at  home. 


▼  Hydrogen  Fuel  Cell 

Goal:  A  vehicle  with  i 


ns 


Despite  huge  technical  and  infrastructure 
challenges,  Honda  is  pushing  hard 
to  get  fuel  cells  on  the  road.  Why? 
They're  efficient. 
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focused  on  fuel  cells,  Toyota  on  hybrids, 
DaimlerChrysler  on  diesels.  Honda,  the 
world's  eighth-biggest  automaker,  has 
developed  a  panoply  of  technologies: 
hybrids,  fuel  cells,  clean  diesels,  natural  gas 
vehicles  and  the  worlds  most  sophisticated 
mass-market  gasoline  engines.  It  even 
announced  in  July  it  will  sell  a  small,  fuel- 
efficient  jet  (see  box,  p.  116). 

Honda's  ability  to  juggle  these  tech- 
nologies successfully  is  perhaps  a  matter 
of  survival.  It  competes  in  the  mass  mar- 
ket against  companies,  such  as  Toyota, 
General  Motors,  Ford  and  Nissan,  that  are 
either  bigger  or  in  alliances  with  other 
automakers.  Other  small  carmakers  like 
Porsche  and  BMW  flourish  by  selling  high- 
margin  luxury  cars.  So  that  leaves  Honda, 
with  just  9%  of  the  U.S.  market,  on  its  own 
and  adamant  that  it  remain  unattached. 


The  trick:  "You  need  to  give  people 
the  freedom  to  spend  and  the  freedom  to 
make  mistakes,"  says  Takeo  Fukui, 
Honda's  61 -year-old  president.  "If  man- 
agement oversight  is  too  strong,  then  it's 
difficult  to  innovate." 

Longtime  auto  analyst  John  Casesa, 
who  now  runs  a  consulting  company,  says, 
"There's  not  a  company  on  earth  that  better 
understands  the  culture  of  engineering." 

The  strategy  has  worked  thus  far. 
Honda  has  never  had  an  unprofitable  year. 
It  has  never  had  to  lay  off  employees.  In 
the  fiscal  year  that  ended  in  March,  profit 
grew  12%,  to  $5.1  billion,  on  $84  billion  in 
sales.  In  the  U.S.,  which  accounts  for  43% 
of  Honda's  sales,  vehicle  sales  are  up  7% 
through  July,  even  as  the  industry  slipped 
5%.  The  company  sold  more  vehicles  in 
July  than  one  member  of  the  old  Big 


<  Takeo  Fukui 

The  Honda  chief  executive's  desk  is  in  an  open 
room  with  seven  other  top  execs  and  a  small 
table.  The  idea:  gather  fast,  make  decisions  fast. 

Three,  the  Chrysler  Group. 

The  lean  and  compact  Fukui,  like  all  o) 
his  predecessors,  is  an  engineer  who  started 
in  R&D  and  later  ran  the  subsidiary.  While 
other  auto  chief-executives-to-be  were 
punching  keyboards  in  an  accounting 
office,  Fukui  ran  the  company's  motorcycle 
racing  operations.  He's  still  racing.  He  hikes 
the  stairs  to  his  tenth-floor  desk — tenth 
floor  so  he's  in  the  middle  of  things  al 
Honda's  16-story  Tokyo  headquarters  and  a 
desk  because  executives  at  Honda  don't 
have  offices.  Honda  doesn't  disclose  execu- 
tive pay  in  detail,  but  the  sum  of  salaries  and! 
bonuses  that  Fukui  shares  with  36  board! 
members,  $13  million,  is  just  about  enough 
for  the  boss  at  a  big  American  company. 

Honda  traces  its  resourcefulness  to  the 
1960s,  when  the  Japanese  government] 
tried  to  keep  Honda,  then  just  a  motor-' 
cycle  maker,  from  building  cars  because  it 
feared  there  were  too  many  carmakers. 
Honda  quickly  produced  a  tiny  car  driven 
by  a  chain,  like  a  motorcycle,  called  thel 
S-500.  This  led  Honda  to  adopt  perhaps  thei 
sappiest  slogan  in  corporate  history:  "To  be| 
a  company  that  society  wants  to  exist." 

"It's  not  just  words,"  Fukui  swears.  "It's| 
something  that  has  always  been  at  the  core 
of  our  company."  Whatever  the  case, 
Honda  believes  that  society  does  not  cot- 
ton to  companies  that  melt  ice  caps  and 
kill  coral  reefs.  Cars  that  create  less  pollu- 
tion also  cost  less  to  fill  up.  Honda's  recent 
growth  has  been  fueled  by  a  pair  of  small 
cars,  the  newly  redesigned  Civic  that  sells 
for  $15,000  to  $22,000  (and  gets  34  miles 
per  gallon)  and  an  even  smaller  car,  the 
Fit,  that  sells  for  about  $15,000. 

Gunnar  Lindstrom,  who  is  charged 
with  marketing  Honda's  alternative  fuel 
vehicles  in  the  U.S.,  believes  that  by  2020 
six  fuels  will  split  the  market:  gasoline, 
diesel,  biofuels,  hydrogen,  natural  gas  and 
electricity,  perhaps  working  side  by  side  in 
a  single  vehicle.  "It's  risky  to  have  just  one 
fuel  strategy,"  he  says.  "In  the  event  of  a 
crisis  of  any  sort,  we  would  like  to  be  flex- 
ible. These  are  insurance  policies  that  have 
some  realistic  assumptions  behind  them." 
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Florida  Guardian  ad  Litem  Saw  the  Future  of  Child  Advocacy. 

Citrix  Provided  Access. 


"Custody  rulings.  Foster  care.  Adoptions.  Our  founding  vision  was  to  give  every  abused 
and  neglected  child  in  Florida  a  strong  advocate  in  court.  Two  years  later,  we're  well  on 
our  way.  Today,  program  staff,  attorneys  and  over  5,000  volunteers  represent  more 
than  27,000  children.  Instead  of  information  in  file  drawers  scattered  all  over  the  state, 
Citrix  software  gives  advocates  secure  access  to  our  case  management  system  from 
anywhere.  Resources  are  precious,  so  we  must  apply  them  wisely,  not  waste  time 
chasing  data.  These  kids  depend  on  us.  That's  why  we're  depending  on  Citrix  to  take 
us  the  rest  of  the  way  to  advocate  every  Florida  child  in  need. " 

JOHNNY  C.  WHITE 

CIO 

Florida  Guardian  ad  Litem  Program 


Access  your  future  today  at 
citrix.com. 
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Honda  spent  20  years  developing  its  new  jet  plane  after  nearly  abandon- 
ing the  idea  early  on.  Engineer  Michimasa  Fujino  convinced  Honda  to 
stick  with  it  using  this  argument:  "We  are  creating  a  new  market.  This 
could  change  the  transportation  system." 

Fujino  says  the  plane  will  get  at  least  35%  more  miles  to  the  gallon  than 
competing  planes  and  will  be  cheaper  to  buy,  at  an  estimated  cost  of  some- 
thing less  than  $4  million.  This,  he  says,  could  allow  the  concept  of  air  taxis  to 
become  reality.  Honda  mounted  the  jet's  engines  on  top  of  the  wings  and 
close  to  the  body  of  the  plane,  a  foolish  design,  most  airplane  experts  would 
say.  But  Honda  discovered  this  would  reduce  drag  at  cruising  speeds. 

The  jet  holds  two  pilots  and  five  passengers,  and  can  travel  1,300  miles, 
from  New  York  to  Miami.  Honda  says  it  will  start  taking  orders  this  year  but 
will  need  three  to  four  years  for  Federal  Aviation  Administration  certification 
before  planes  start  flying.  It  plans  to  sell  70  or  so  a  year,  evenly  divided 
between  private  pilots  and  commercial  buyers.  -J.F. 


HondaJet 

Taxi!  Take  me  to  my  island!  Honda 
thinks  its  new,  low-cost  jet  will 
revolutionize  air  transportation. 


Honda  

Honda  spent  $4.4  billion  on  R&D  last 
year,  5.2%  of  sales,  but,  like  most  car- 
makers, it  won't  disclose  how  much  is  for 
basic  research.  One  big  investor  says:  "The 
good  news  is  that  they  are  run  by  engi- 
neers. The  bad  news  is  that  they  are  run 
by  engineers." 

Honda  announced  in  June  that,  by 
2009,  it  will  market  an  all-new  hybrid 
vehicle,  the  company's  fourth,  and  offer  a 
clean  diesel  passenger  car  that  will  likely 
get  45  miles  to  the  gallon.  Honda  has  sold 
141,000  hybrids  since  1999  in  the  U.S., 
second  to  Toyotas  273,000. 

The  hype  about  hydrogen  fuel  cell  cars 
has  died  down  in  the  last  year  or  so,  but 
Honda  hasn't  noticed.  Fuel  cells  are  twice 
as  efficient  as  combustion  engines,  and 
that  is  enough  for  Honda.  Honda  was  the 
first  to  certify  fuel  cell  vehicles  for  private 
use  in  the  U.S.  and  is  already  leasing  a  few 
to  individuals  in  California.  Yozo  Kami, 
Honda's  fuel  cell  chief,  promises  to  solve 
all  of  fuel  cell  vehicles'  technical  problems 
by  2012  and  to  have  the  cost  of  fuel  cells 
to  "Accord-level"  by  2020.  GMs  goal  is  to 
to  build  a  prototype  by  2010  that  could  be 
reasonably  priced  if  mass-manufactured. 
Toyota  doesn't  make  any  public  predic- 
tions about  its  hydrogen  fuel  cell  efforts. 

And  if  Honda  needs  to  be  the  one  to 
solve  the  issue  of  creating  infrastructure  to 
enable  hydrogen-powered  vehicles,  so  be 
it.  In  back  of  Honda's  Torrance,  Calif, 
research  campus  are  a  pair  of  prototype 
appliances  designed  to  produce  hydrogen 
at  home.  Engineers  have  built  a  contrap- 
tion of  water  heater  size  that  strips  hydro- 
gen out  of  natural  gas  while  burning  the 
carbon  to  provide  heat  for  the  home. 

Then  there's  a  wall  of  solar  panels 
attached  to  an  electrolysis  unit  that  turns 
water  into  hydrogen.  This  thing  is  just  a 
wee  bit  cumbersome:  700  square  feet  to 
create  enough  hydrogen  to  run  a  fuel  cell 
car  10,000  miles  a  year  and  supply  elec- 
tricity for  the  house.  Engineers  like  to 
point  out  that  it  takes  just  one-and-a-half 
gallons  of  water — one  toilet  flush — to  cre- 
ate enough  hydrogen  for  an  average  day's 
driving,  30  miles.  The  thin-film  solar 
panels,  developed  by  Honda,  are  more 
efficient  than  current  solar  panels,  so 
Honda  will  market  them  on  their  own  to 
homes  and  small  businesses. 


Also  this  year,  Honda  became  the  first 
to  offer  a  natural  gas- powered  vehicle  to 
the  public.  The  Civic  GX  is  $7,000  more 
expensive  than  a  gasoline  Civic  (before 
the  effect  of  a  $4,000  federal  tax  credit), 
the  range  of  the  vehicle  is  just  250  miles, 
and  there  are  only  800  public  natural  gas 
refueling  stations  in  the  country. 

Ah,  but  Honda  thought  of  that  too.  As 
a  test  case  for  hydrogen  refueling,  Honda 
will  also  offer  to  Civic  GX  buyers  in  Cali- 
fornia and  New  York  a  home  refueling 
unit  cheekily  called  Phill.  The  backpack- 
size  Phill,  costing  $3,500,  fills  up  the  car 


overnight  in  your  garage  from  your  util- 
ity's gas  pipe,  at  a  gasoline-equivalent  cost 
of  $1.20  per  gallon.  (Buyers  get  a  $1,000 
federal  tax  credit  to  boot  plus,  sometimes, 
state  subsidies.) 

Honda's  sales  target  for  the  car  is  a 
modest  1,000  per  year.  It's  easy  on  the  con- 
science: Most  natural  gas  is  domestically 
produced.  And,  over  its  lifetime,  the  Civic; 
will  emit  less  pollution  than  is  produced 
by  spilling  a  teaspoon  of  gasoline  on  the 
ground.  Maybe  this  is  what  Fukui  means 
when  he  talks  about  society  wanting, 
Honda  to  stick  around.  F 
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T.  Rowe  Price  Retirement  Funds: 


The  best  target 
funds  available.1 


Kiplinger's  2/06 


Fund  Name 


Morningstar  Rating* 


Fund  Name  (Not  Yet  Rated) 


Retirement  2010  Fund  (TRRAX) 

Retirement  2020  Fund  (TRRBX) 

Retirement  2030  Fund  (TRRCX) 

Retirement  2040  Fund  (TRRDX) 


★  ★★★★ 

★  ★★★★ 

★  ★★★ 

★  ★★★★ 


Retirement  2015  Fund  (TRRGX) 

Retirement  2025  Fund  (TRRHX) 

Retirement  2035  Fund  (TRRJX) 

Retirement  2045  Fund  (TRRKX) 


Past  performance  cannot  guarantee  future  results.  The  Overall  Morningstar  Rating™  is  derived  from  a  weighted  average  of 
the  performance  figures  associated  with  a  fund's  3-,  5-.  and  10-year  (if  applicable)  Morningstar  Rating™  metrics.  The 
Retirement  2010  Fund  was  rated  among  51  and  51  target  date  2000-2014  funds;  the  Retirement  2020  Fund  was  rated 
among  22  and  22  target  date  2015-2029  funds;  and  the  Retirement  2030  and  2040  Funds  were  rated  among  50  and  50 
target  date  2030+  funds,  for  the  overall  rating  and  the  3-year  period  ended  6/30/06,  respectively.  Ratings  are  based  on 
risk-adjusted  performance.  Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses, 
and  other  information  that  you  should  read  and  consider  carefully  before  investing. 

Kiplinger's  magazine  said  T.  Rowe  Price  has  "the  best  target  funds  available"  because  of  their  high  allocation  to  stocks,  low 
expenses,  and  three-year  performance  record  (based  on  the  funds'  limited  performance  history  in  a  bull  market  cycle).  Our 
Retirement  Funds  make  investing  simple  —  just  choose  the  one  closest  to  your  retirement  date.  The  Retirement  Funds  invest 
in  a  mix  of  up  to  1 5  T.  Rowe  Price  mutual  funds.  We  adjust  the  mix  over  time,  initially  focusing  on  growth  as  you  save.  Then, 
as  the  target  date  nears,  and  during  retirement,  we  shift  the  balance  to  reduce  risk  and  increase  stability.  Our  unique  asset 
allocation  approach  is  designed  to  maximize  your  retirement  savings.  Investors  should  note  that  the  higher  a  fund's  allocation 
to  stocks,  the  greater  the  risk.  The  funds'  investment  in  many  underlying  funds  means  that  they  will  be  exposed  to  the  risks  of 
different  areas  of  the  market. 

At  T.  Rowe  Price,  our  disciplined,  long-term  approach  is  well-suited  to  retirement  investing.  While  we  actively  manage  these 
Retirement  Funds,  we  keep  costs  low  —  with  no  loads  or  commissions,  and  no  additional  fees  for  managing  the  portfolio  of 
funds  that  make  up  our  Retirement  Funds.  Call  our  Investment  Guidance  Specialists  today,  and  put  our  Retirement  Funds  to 
work  for  your  retirement  savings,  401  (k)  rollover,  or  IRA. 


There  are  many  considerations  when  planning  for  retirement.  Your  retirement  needs,  expenses,  sources  of  income,  and  available 
assets  are  some  important  factors  for  you  to  consider  in  addition  to  the  Retirement  Funds.  Before  investing  in  one  of  these  funds, 
also  be  sure  to  weigh  your  objectives,  time  horizon,  and  risk  tolerance. 

'For  funds  with  at  least  a  3-year  history,  a  Morningstar  Rating™  is  based  on  a  risk-adjusted  return  measure  (including  the  effects  of  sales  charges,  loads,  and  redemption  fees)  with  emphasis  on 

downward  variations  and  consistent  performance.  The  top  10%  of  funds  in  each  category  receive  5  stars,  the  next  22.5%  4  stars,  the  next  35%  3  stars,  the  next  22.5%  2  stars,  and  the  bottom 

10%  1  star.  Each  share  class  is  counted  as  a  fraction  of  one  fund  within  this  scale  and  rated  separately.  Morningstar  Rating™  is  for  the  retail  share  class  only;  other  classes  may  have  different 

performance  characteristics.  The  Retirement  2010, 2020,  and  2040  Funds  received  5  stars  and  the  Retirement  2030  Fund  received  4  stars  for  the  3-year  period. 

©2006  Morningstar.  Inc.  All  Rights  Reserved  The  information  contained  herein:  (1)  is  proprietary  to  Morningstar  and/or  its  content  providers:  (2)  may  not  be  copied  or  distributed:  and  (3)  is  not 

warranted  to  be  accurate,  complete,  or  timely  Neither  Morningstar  nor  its  content  providers  are  responsible  for  any  damages  or  losses  arising  from  any  use  of  this  information. 

T  Rowe  Price  Investment  Services,  Inc.,  Distributor.  MRETM074082 
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INVEST  WITH  CONFIDENCE 


... 


Looking  Forward  Virginia  Postrel 


THE  AMERICAN 
STANDARD  OF 
WHINING 


ADAM  SMITH  WAS  A  REMARKABLY  INSIGHTFUL 
guy.  He  not  only  figured  out  how  expanding  trade 
allows  the  division  of  labor,  thereby  creating  wealth 
and  raising  living  standards,  he  also  realized  how  hard 
it  is  to  get  people  to  believe  they're  better  off  than  their 
ancestors.  He  discovered  declinism  way  back  in  1776. 

"The  annual  produce  of  the  land  and  labour  of  England  . . . 
is  certainly  much  greater  than  it  was,  a  little  more  than  a  century 
ago,  at  the  restoration  of  Charles  II,"  Smith  wrote  in  The  Wealth 
of  Nations.  "Though,  at  present,  few  people,  I  believe,  doubt  of 
this,  yet  during  this  period,  five  years  have  seldom  passed  away 
in  which  some  book  or  pamphlet  has  not  been  published  ... 
pretending  to  demonstrate  that  the  wealth  of  the  nation  was 
fast  declining,  that  the  country  was  depopulated,  agriculture 
neglected,  manufactures  decaying,  and  trade  undone.  Nor  have 
these  publications  been  all  party  pamphlets.  . . .  Many  of  them 
have  been  written  by  very  candid  and  very  intelligent  people, 
who  wrote  nothing  but  what  they  believed,  and  for  no  other 
reason  but  because  they  believed  it." 
Sound  familiar? 

Nowadays,  candid  and  intelligent  people — not  to  mention 
partisans— tell  us  that  the  average  Americans  standard  of  living 
has  barely  budged  in  decades.  Supposedly  only  the  rich  are  living 
better,  while  everyone  else  stagnates  or  falls  behind. 

And  todays  gloom  peddlers  can  claim  to  have  scientific  data 
on  their  side.  According  to  the  U.S.  Census  Bureau,  the  median 
real  income  of  a  full-time  working  male  rose  only  4%  between  1981 
and  2001,  from  $44,000  to  $45,900  in  today's  dollars. 

If  so,  you  have  to  wonder  who's  buying  all  those  flat-screen  TVs, 
serving  precooked  rotisserie  chicken  for  dinner 
or  organizing  their  closets  with  Elfa  systems.  "Any- 
body who  thinks  things  are  getting  worse  should 


go  to  Best  Buy  and  notice  the  type  of  people  who  go  to  Best  Buy' 
says  economist  Robert  J.  Gordon  of  Northwestern  University. 

Gordon  is  the  author  of  a  much-cited  study  showing  that  from 
1966  to  2001  real  income  kept  up  with  productivity  gains  for  only 
the  top  10%  of  earners.  What  the  pessimists  who  tout  his  study  don't 
say  is  that,  while  Gordon  does  find  that  inequality  is  increasing,  he's 
convinced  that  the  picture  of  middle-class  stagnation  is  false. 

"The  median  person  has  had  steadily  improving  standards  of 
living,"  he  says.  But  real  incomes  have  been  understated.  The  prob- 
lem lies  in  how  the  U.S.  Bureau  of  Labor  Statistics  calculates  the  cost 
of  living. 

Do  we  want  to  know  how  much  money  it  would  take  the 
typical  American  to  buy  today  what  the  typical  American  bought 
20  years  ago?  If  so,  what  about  all  those  things  that  didn't  exist 
back  then— not  just  iPods  and  mobile  phones  but  everyday  items 
like  wrinkle-free  pants,  effective  sunscreens,  prewashed  salads- 
in-a-bag  or  comfy  hotel  beds? 

Price  indexes  also  haven't  kept  up  with  changes  in  what 
consumers  buy  and  when  and  where  they  shop.  Wal-Mart's 
share  of  the  U.S.  grocery  market  is  more  than  a  fifth  and  is 
growing.  Wal-Mart  and  other  superstores  charge  up  to  27% 
less  for  food  than  traditional  supermarkets,  estimate  econo- 
mists Jerry  Hausman  of  MIT 
and  Ephraim  Leibtag  of  the 
Department  of  Agriculture. 
But  the  BLS  doesn't  factor 
those  lower  prices  into  its 
inflation  estimates.  It  simply 
assumes  that  Wal-Mart's  price 
reflects  worse  service,  and 
ignores  the  savings. 

Government  statisticians, 
Hausman  complains,  "want  to 
act  like  accountants,  and  they 
don't  want  to  take  economics 
into  account  at  all." 

Using  ACNielsen  data  from 
61,500  households,  Hausman 
and  Leibtag  calculate  that  grocery  shoppers  are  20%  better  off— not 
the  full  27% — with  a  superstore  shopping  trip.  "So  some  of  the  food 
isn't  quite  as  good  or  the  diversity  isn't  quite  as  good,"  says  Haus- 
man. "But  you  still  get  a  huge  boost." 

Since  groceries  make  up  12%  of  household  spending  and  as  much 
as  25%  for  low-income  Americans,  this  distortion  significantly 
understates  real  incomes,  especially  at  the  bottom. 

So  why  do  we  only  hear  bad  news?  Adam  Smith  knew. 
"A  continued  Series  of  Prosperity,"  he  taught  his  rhetoric  stu- 
dents, "would  not  give  us  near  so  much  pleasure  in  the  recital  as 
an  epic  poem  or  a  tragedy  which  make  but  one  continued  Series 
of  unhappy  Events."  In  the  rhetorical  marketplace  nothing  succeeds 
like  failure.  F 


Supposedly  only 
the  rich  are  living 
better,  while 
everyone  else 
stagnates  or  falls 
behind.  But  if  so, 
who  is  buying  all 
those  flat  screens 
at  Best  Buy? 


Forbes 


Virginia  Postrel  (www.dynamist.com)  is  a  contributing  editor  for  the  Atlantic 
and  author  of  The  Future  and  Its  Enemies  and  The  Substance  of  Style. 
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Guide  to  Retiring  in  Comfort 

stirement  holds  the  promise  of  being  a  true  golden  age  for 
Tiericans  today.  The  average  person  reaching  the  age  of  65 
in  expect  to  live  25  more  years,  and  thanks  to  advancements 
health  care  and  lifestyles,  a  great  percentage  of  those  years 
omise  to  be  active  ones.  Retirement  hardly  resembles  the 
ereotype  of  a  stodgy,  sleepy  period  of  life,  but  instead  offers 
jportunities  our  parents  only  dreamed  of,  like  the  ability  to 
avel  extensively,  turn  hobbies  into  passions  and  live  in  com- 
irt.  Americans  are  embracing  the  new  retirement  with  gusto, 
•ofessing  optimism  for  a  happy  and  successful  future. 


tiaa-cref.org/myretirement 


ADVERTISEMENT  2 


or  partner  to  ensure  you  both  strive  toward  mutually  beneficial  goals, 
she  advises. 

One  helpful  step  is  to  identify  what  you  enjoyed  about  your  job  j 
besides  the  money.  Then  brainstorm  about  ways  to  keep  those  ele- 
ments in  your  life  —  it  may  be  through  part-time  work,  volunteeiing 
or  something  seemingly  unrelated,  Musolf  says.  Having  some  idea  of 
what  you  want  to  do  can  help  you  focus  on  how  to  get  there.  It's  also 
vital  to  have  a  clear,  realistic  grasp  of  your  financial  goals  and  your 
time  horizon.  Then  be  sure  to  select  investments  suitable  to  your 
goals,  keeping  in  mind  your  tolerance  for  risk  and  for  fluctuations  in 
the  amount  of  income  your  savings  generate. 


Of  course,  the  goal  should  be  to  live  better  in  retirement.  In  general,  if  you  can 
generate  the  same  income  you  have  in  your  working  years,  you'll  be  better  off. 


There  is  much  to  look  forward  to,  but  being  able  to  afford  retire- 
ment is  becoming  more  complicated.  Federal  Reserve  data  shows 
that  today's  retirees  get  90%  of  their  income  from  Social  Security  and 
traditional  corporate  pensions.  That's  almost  guaranteed  to  be  differ- 
ent for  people  working  today,  yet  48%  of  wotkers  55  and  older  have 
less  than  $50,000  invested  for  retirement,  a  recent  study  by  the 
Employee  Benefit  Research  Institute  found.  Such  realities  mean 
many  will  struggle  in  retirement,  says  Alicia  H.  Munnell,  director  of 
the  Center  for  Retirement  Research  at  Boston  College.  "There  is  no 
silver  bullet.  The  answer  is  saving  more  and  working  longer." 

Thankfully,  there  are  many  retirement  saving  tools  available  to 
Americans.  Among  the  best  are  IRAs  and  403(b)s,  which  provide 
flexibility  in  crafting  a  diversified  portfolio  to  take  you  into  —  and 
through  —  retitement  in  comfort.  Even  those  who  are  behind  in 
securing  their  financial  security  in  retirement  can  catch  up  by  com- 
mitting to  reaching  some  not-too-difficult  goals.  "Even  relatively 
modest  adjustments  —  working  two  extra  years  or  saving  3%  more 
—  can  substantially  improve  retirement  security,"  adds  Munnell. 
Living  the  life  you  want  to  live  is  within  reach  —  if  you  plan  now. 

Focus  on  More  Than  Money 

Focusing  on  something  as  vast  as  building  a  nest  egg  for  retired  life 
can  be  a  daunting  prospect,  especially  for  people  with  pressing  career 
and  family  concerns  and  all  of  the  related  financial  and  emotional 
responsibilities.  Life  planning  experts  say  the  best  approach  is  to  start 
conceptualizing  what  you  want  life  after  65  to  look  like.  One  thing's 
for  certain,  says  Jo  Anne  Musolf,  an  executive  coach  with  a  specialty 
in  retirement  planning:  "People  will  want  more  than  the  three  Gs  of 
golf,  gardening  or  grandchildren  to  fill  their  time  for  the  next  20 
years."  Spend  some  time  thinking  seriously  about  where  you  want  to 
live  and  what  you  want  to  do,  discussing  your  vision  with  your  spouse 


What  Is  the  Right  Number? 

The  most  pressing  and  seem- 
I  ingly  elusive  number  in  retire- 
ment planning  is  the  big  one: 
wL  How  much  will  you  need  to  live 
comfortably?  The  truth  is,  there 
no  single  number  that  is  right 
ir  everyone.  However,  aiming  to 
have  at  least  70%  of  yearly  work- 
ing income  as  your  annual  retirement  income  is  a  must.  While  thete 
are  some  savings  that  come  from  eliminating  work-related  costs  like 
commuting,  they  are  often  not  as  dramatic  as  people  expect.  Look 
to  cut  costs  before  age  65  by  reducing  short-term  debt  and  high 
mortgage  payments,  since  experience  shows  it's  very  difficult  to  cut 
expenses  after  retiring. 

Of  course,  the  goal  should  be  to  live  better  in  retirement,  and 
in  general,  if  you  can  generate  the  same  income  you  have  in  your 
working  years,  you'll  be  better  off.  For  those  who  want  to  cele- 
brate the  golden  years  with  a  big-ticket  item,  calculate  the  added 
total  expense  and  simply  add  that  to  your  overall  number  and 
invest  accordingly.  To  find  a  more  exact  estimate  of  how  large 
your  retirement  fund  needs  to  be,  consult  a  financial  consultant 
or  visit  tiaa-cref.org/myretirement. 

Compounding  Benefits:  The  Tortoise  and  the  Hare 

No  matter  what  stage  of  life  you're  in,  start  saving  for  retirement 
now.  In  fact,  even  if  you  can  only  contribute  a  small  amount  of 
money  today,  it's  better  than  holding  off  to  contribute  more 
tomorrow.  For  instance,  a  worker  named  Elizabeth  who  invests 
$1,000  a  year  for  10  years  from  age  25  to  35  and  then  stops, 
should  see  her  money  grow  to  $1 1 2,537  by  age  65,  assuming  a  7% 
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And  there's  a  big  difference  between  a  financial  partner  that  knows 
this  and  one  that  doesn't. 

We  are  TIAA-CREF,  and  we  understand  the  complexities  of  navigating 
your  way  to  retirement  and  living  in  it  once  you  get  there.  Today,  with 
more  than  85  years'  experience  serving  the  financial  needs  of  those  who 
serve  others,  we  have  the  expertise  to  offer  products  and  services  best 
suited  to  fit  your  individual  needs  throughout  your  life. 

Plus,  through  personalized,  objective  advice  from  our  non-commissioned 
consultants,  who  are  rewarded  on  how  well  they  serve  you  not  on  what 
they  sell  you,  we're  better  able  to  help  you  gain  control  and  manage  your 
income  all  the  way  through  retirement. 

So  whether  you're  just  beginning  to  think  about  saving  for  the  future 
or  you're  ready  to  move  into  it,  we  can  help  you  bridge  the  difference 
between  wanting  to  retire  and  being  able  to  do  it. 

Find  out  more,  at  tiaa-cref.org/myretirement. 
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average  annual  return,  according  to  the  Investment  Company 
Institute.  You  might  be  surprised  to  learn  that's  about  $11,000 
more  than  if  Elizabeth  invested  $1,000  a  year  for  30  years,  but 
waited  to  start  until  age  35.  Clearly,  the  power  of  compounding 
returns  does  much  of  the  work,  yet  still  21%  of  all  workers  fail  to 
participate  in  403(b)s  available  to  them.  Of  course,  the  best  option 
for  Elizabeth  would  be  to  invest  $1,000  a  year  continuously  from 
25  to  65.  These  contributions  would  grow  to  $214,610,  a  cumula- 
tive return  on  investment  of  436%,  based  on  the  outlined  scenario. 
(This  example  is  for  illustrative  purposes  only  and  is  not  indicative 
of  past  or  future  performances  of  any  specific  investment. 
Investment  returns  will  fluctuate  with  market  conditions.) 

Catching  Up:  Never  Too  Late 

While  starting  early  is  best,  it  is  never  too  late  to  catch  up.  Victoria, 
a  50-year-old  with  absolutely  nothing  set  aside,  can  still  match 
Elizabeth's  nest  egg  by  65  by  contributing  $8,540  a  year,  assuming  the 
same  7%  annual  return.  Setting  aside  that  much  money  a  year  isn't 
easy,  but  should  be  attainable  with  fiscal  discipline.  Victoria  ends  up 
with  the  same  amount  of  money,  but  it  costs  her  $88,100  more. 

Investing  Well  Isn't  Magic 

There  is  no  complex  magic  to  investing  well  for  retirement.  Time- 
tested  principles  and  a  view  for  the  long  term  are  the  best  ways  to 
avoid  chasing  faddish  investments  that  do  little  for  a  person's  portfo- 
lio. "Whether  you've  done  a  lot  or  a  little  retirement  planning  up  to 
now,  successful  investing  is  disciplined  investing.  Save  early  and  save 
more,  diversify,  rebalance  and  avoid  chasing  yesterday's  returns,"  says 
Scott  Evans,  chief  investment  officer  of  TIAA-CREF,  which  manages 
$370  billion  in  assets.  Blended  portfolios  that  include  investment  in 
stocks,  bonds,  real  estate  and  money  markets,  as  well  as  diversity 


Starting  Early:  $1,000  a  Year  for  40  Years 


Investment 


.    RrUrw"pnn    ""  Total -$214,610 

Investment  (R0I) 

Catching  Up:  $8,540  a  Year  for  15  Years 


Return  on 
Investment  (R0I) 


Investment 


Total  -  $214,610 


Source:  Investment  Company  Institute 


within  those  categories,  will  be  far  less  volatile  over  time,  but  still  pr 
vide  steady  growth. 

It's  also  important  to  avoid  chasing  yesterday's  hot  performe 
whether  it's  a  single  stock  or  mutual  fund  that  had  a  great  ye 
Research  shows  that  over  five-  and  ten-year  periods,  mutual  fun 
perform  very  closely  to  their  peers.  That  means  little  things  make 
huge  difference.  One  often  overlooked  aspect  is  the  negative  pow 
of  expenses  and  fees.  The  chart  below  shows  just  how  much 
seemingly  minor  1%  difference  in  fees  can  cost  you.  "My  advice 
a  nutshell:  Look  for  low-cost  pure  and  fully  invested  funds  wi 
consistent  performance  over  time,"  says  Evans.  (Of  course,  pa 
performance  is  no  guarantee  of  future  returns.) 


THE  POWER  OF  FEES    What  1%  a  Year  Can  Cost  You  ft 


High-Cost  Mutual  Fund 

(expenses  of  1.40%  annually) 
2006:  Invest  $50,000 
2026:  Total  value  of  $94,196 


Low-Cost  Mutual  Fund 

(expenses  of  0.40%  annually) 
2006:  Invest  $50,000 
2026:  Total  value  of  $114,740 


Assumptions:  The  two  funds  are  identical  except  for  expenses.  Each  has  a  hypothetical  average  annual  return 
of  6%  and  blended  tax  rate  on  earnings  of  22.5%. 


C36307:  TIAA-CREF  Individual  &C  Institutional  Services,  LLC,  and  Teachers  Personal  Investors  Services,  Inc.,  distribute  securiti 
products.  You  should  consider  the  investment  objectives,  risks,  charges  and  expenses  carefully  before  investing.  Please  ca 
800-223-1200  or  visit  www.tiaa-cref.org  for  a  prospectus  that  contains  this  and  other  information.  Please  read  the  prospect 
carefully  before  investing.  Teachers  Insurance  and  Annuity  Association  (TIAA),  New  York,  NY,  and  TIAA-CREF  Life  Insuranc 

Co.,  New  York,  NY,  issue  insurance  and  annuities. 
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A  RETIREMENT 
SPENDING  PLAN 

IS  AS  IMPORTANT  AS 

A  RETIREMENT  SAVING  PLAN. 


Which  is  why  it's  imperative  to  have  a  financial  partner  committed 
to  helping  you  achieve  both,  especially  as  you  near  retirement  and 
your  needs  evolve. 

We're  TIAA-CREF.  We  work  closely  wrth  you  by  offering  a  full  range 
of  products  and  services  to  help  you  manage  the  complexity  of 
living  in  retirement.  From  asset  management  to  estate  planning  to 
trust  services,  our  expertise  allows  you  to  spend  your  retirement  the 
way  you  want. 

And  through  personalized  advice  from  our  non-commissioned 
consultants,  who  are  rewarded  on  how  well  they  serve  you  not  on 
what  they  sell  you,  you're  sure  to  receive  objective  expertise 
on  the  income  choices,  distribution  options  and  protection  strategies 
that  best  fit  your  life. 

n  short,  we  better  serve  your  retirement,  by  better  serving  your 
plan  to  retire. 

Find  out  more,  attiaa-cref.org/myretirement. 
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Anti-ban  Billionaires 


Billionaire  cash 

has  kept  embryonic  stem-cell 
research  alive — just  barely. 

BY  MATTHEW  HERPER  AND  ROBERT  LANGRETH 


NTI-ABORTION  CRUSADERS  SEE  RESEARCH 
I  f |>        on  embryonic  stem  cells  as  something  akin  to 
JSKl^^k        murder  Eli  Broad  sees  it  as  a  great  way  to  save 
BH  lives— and  he  is  tapping  his  $6  billion  fortune 

A     to  help.  Sidestepping  the  ban  on  federal  fund- 
•if  n   ing  of  most  stem-cell  experiments  imposed 

£sPI'  ^W^M  b>'  President  Bush  five  years  ago,  Broad,  the 
flU  l^Mkfounder  of  builder  KB  Home,  gave  $25  million 
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in  February  to  the  University  of  Southern  California  to  erect  a 
stem-cell  building. 

More  gifts  may  loom,  he  hints.  Broad  says  he  is  saddened  by 
the  Bush  Administrations  stem-cell  ban,  which  has  constrained 
funding,  forced  universities  to  set  up  redundant  labs  off-site  and 
let  Singapore,  Australia  and  Europe  pull  ahead  of  the  U.S.  in  one 
of  the  most  exciting  new  fields  for  fighting  disease.  "The  promise 
is  great,"  he  says. 

Embryonic  stem  cells  are  nascent  bits  of  unformed  genetic 
potential  that  later  turn  into  cells  that  make  up  the  brain,  the 
heart,  blood  and  bone  and  every  other  kind  of  cell  in  the  body. 
One  day  researchers  hope  to  turn  stem  cells  into  versatile  scien- 
tific tools  to  repair  damage  at  the  root  of  Parkinsons  disease,  Lou 
Gehrig's  disease  and  other  maladies;  the  stem  cells  also  could 
help  develop  drugs  and  test  medicines  for  dangerous  side  effects. 

But  creating  a  stem  cell  requires  destroying  embryos  when 
they  are  five-day-old  balls  of  a  hundred  cells,  such  as  fertilized 
eggs  discarded  after  an  in  vitro  fertilization.  The  embryo  defend- 
ers say  each  of  these  microscopic  balls  is  a  human  life  that 
shouldn't  be  wasted.  They  argue  that  using  adult  stem  cells  culled 
from  patients  would  suffice,  though  many  biologists  disagree. 

Since  the  ban,  federal  funding  of  embryonic  stem-cell  work 
has  risen  to  all  of  $40  million  a  year,  just  one-fifth  of  the  money 
for  other  kinds  of  stem  cells  and  a  pittance  in  the  $20  billion 
research  budget  of  the  governments  National  Institutes  of  Health. 
But  Eli  Broad  and  a  few  other  billionaires — some  of  them  from 
President  Bush's  own  Republican  Party — and  a  number  of  states 
and  private  foundations  have  stepped  into  the  gap.  They  have 
tunneled  three  times  as  much  as  the  federal  government  into 
embryonic  stem-cell  research. 

The  anti-ban  donors  include  Michael  Bloomberg,  the  bil- 
lionaire and  Republican 

If  is  too  early 
to  offshore  a 

new  industry 

before  it 
is  born/'  says 
Andy  Grove. 


CELL  DONORS 


U I 


mayor  of  New  York;  Ray 
Dolby,  inventor  of  the 
Dolby  sound  system;  Ora- 
cle founder  Larry  Ellison; 
and  such  philanthropies 
as  the  Starr  Foundation 
and  the  Michael  J.  Fox 
Foundation. 

"It  is  too  early  to  off- 
shore a  new  industry 


before  it  is  born,"  says 
Andrew  Grove,  an  Intel 
Corp.  founder  and  one  of  the  first  to  fund  stem-cell  study  despite 
the  feds'  ban.  Bloomberg  promises  $100  million  to  fund  stem-cell 
and  other  biotech  research  at  Johns  Hopkins  University,  blasting 
the  Bush  regime  for  abrogating  governments  "most  basic  respon- 
sibility" to  safeguard  the  public  health  when  stem-cell  break- 
throughs may  "save  the  lives  of  millions." 

In  California  voters  have  okayed  a  $3  billion  outlay  after 
lobbying  from  Bill  Gates  and  Ebay  founder  Pierre  Omidyar. 
Opponents  have  tied  up  the  funding  in  court,  but  in  the  mean- 
time Republican  Governor  Arnold  Schwarzenegger  has  lent  the 
state's  stem-cell  agency  $150  million  to  get  going.  Those  bucks 


Billionaires  have  been  at  the  forefront  of  fund- 
ing controversial  embryonic  stem-cell  research. 


A  reported  $1 00  million  gift  to  alma 
mater  Johns  Hopkins  included  cash  for 
its  stem-cell  institute.  At  a  speech  there, 
he  lambasted  the  feds  for  not  funding 
the  research. 


li  Broad 


Gave  $25  million  to  build  a  stem-cell 
building  at  USC.  More  gifts  could  be 
coming.  A  big  supporter  of  the 
California  proposition  that  could  give 
researchers  $3  billion 


With  wife  Dagmar  gave  $16  million  to 
UCSF  to  help  build  a  new  stem-cell 
research  center.  Has  remained  quiet 
about  his  gift. 


rry  Ellison 


Through  his  medical  foundation,  has 
given  almost  $4  million  to  various 
embryonic  stem-cell  projects. 


He  and  wife  Melinda  donated 
$400,000  to  the  campaign  to  support 
California  embryonic  stem-cell  proposi- 
tion. Their  foundation  has  given  a  $1 .9 
million  grant  to  AIDS  research  at 
China's  Peking  University  that  uses 
human  embryonic  stem  cells. 


He  and  wife  Pamela  donated  a 
combined  $1  million  to  the  campaign 
supporting  the  California  ballot 
proposition. 
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HE  CONTROVERSY 

Rarely  does  something  so  microscopic 
generate  rancor  this  big. 


Embryonic  stem  cells  hold  great  promise,  but  getting  them 
means  destroying  embryos. 


Scientists  might 
understand  and 
treat  disease  by 
experimenting  with 
embryonic  stem 
cells. 

r 

\ 


Stem  cells  found  in  the  adult 
body  are  promising  treatments  but 
are  not  as  flexible.  Cells  from  aborted 
fetuses  proved  dangerous  in  some 
experiments. 


Federal  money  for  embryonic  cells  can  go  to  only  21  lines 
of  cells  derived  five  years  ago.  At  least  a  hundred  are 
available.  The  U.K.,  Sweden  and  Singapore  have 
state-funded  embryonn        ell  programs. 


should  start  hitting  university  wallets  early  next  yea 
Researchers  "from  top  labs  across  the  country  are  coming  l 
California,"  says  neuroscientist  Zach  W.  Hall,  who  oversees  tr 
effort.  Still  more  funding  is  set  in  Connecticut,  Illinois,  Mar; 
land,  New  Jersey  and  Wisconsin,  states  that  have  passed  or  a: 
considering  pro-stem-cell  laws. 

If  the  nonfederal  funding  accomplishes  its  goal,  it  will  t 
breaking  new  ground.  Every  major  medical  treatment  froi 
Taxol  to  Lipitor  has  its  roots  in  NIH-funded  basic  science.  Witl 
out  the  NIH  imprimatur,  some  young  scientists  are  reluctant 
stake  their  careers  on  embryonic  stem  cells.  Roger  Ashby,  wr 
heads  StemCell  Ventures,  a  tiny  New  York  firm  that  funds  expe 
iments  in  Europe,  says  the  U.S.  restrictions  give  scientists  ove 
seas  a  huge  advantage:  "In  America  scientists  are  always  lookir 
over  their  shoulders  and  wondering  if  they  are  breaking  a  law." 

Stem-cell  research  dates  to  1981  and  started  out  with  mou 
embryos,  which  researchers  used  to  study  the  effects  of  indivi< 
ual  genes  and  to  try  treating  disease  in  mice.  In  1988  came  tl 
first  federal  ban  when  the 
first  President  Bush  barred 
implanting  humans  with  fetal 
tissue  (fetuses  are  far  more 
advanced  in  development 
than  microscopic  embryos). 
President  Clinton  took  office 
in  1993  and  lifted  that  ban, 
but  in  1994  he  ceded  some 
ground  to  the  anti-stem-cell 
crowd  by  blocking  the  use  of 
federal  money  to  create 
embryos  for  research.  In 
1996  the  Republican-con- 
trolled Congress  began  for- 
bidding the  NIH  to  use  funds 
for  research  in  embryonic  stem  cells. 

Two  years  later,  though,  one  researcher  derived  the  fir 
human  embryonic  stem  cells  by  turning  to  private  fundin 
James  Thomson,  a  biologist  at  the  University  of  Wisconsii 
Madison,  turned  to  Geron,  a  biotech  firm  in  Menlo  Park,  Cali 
to  fund  work  at  an  off-campus  lab  and  sidestep  the  U.S.  ba 
Other  scientists  took  note,  and  pressure  arose  to  ease  tf 
restraints  on  stem -cell  labs. 

Cut  to  August  2001:  President  George  W.  Bush,  confront 
with  the  controversy,  splits  the  embryo.  He  decreed  that  no  U. 
funding  can  go  to  new  stem-cell  lines  ("That  cluster  of  cells  is  tl 
same  way  you  and  I  started  our  lives").  But  he  allowed  feder 
grants  for  embryo  lines  that  already  existed. 

"It  was  wholly  inconsistent,"  says  Douglas  Melton,  a  Harvai 
researcher.  "There's  no  difference  in  the  moral  status"  of  a  pr 
ban  embryo  and  a  postban  one.  President  Bush  cited  60  existir 
lines  that  wouldn't  lose  funding — but  Intel's  Grove  knew  at  mo 
20  existed  and  assumed  the  Bushies  knew  that,  too.  "The  matt 
in  which  that  happened  indicated  a  disingenuousness  about 
that  pissed  me  off?'  Grove  says  in  an  interview. 

So  in  2002  Grove  shot  back,  handing  a  $5  million  gift  to  tl 


"Science 
always  wins 

out,"  says 
Grove,  "but 

how  many 

Jteople 
ie  in  the 
itime?" 
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BARCLAYS 

SINGAPORE  OPEN 


7  -  10  September  2006 


Catch  the  year's  best  golf  at  the  Barclays  Singapore  Open.  Find  out  who  will 
emerge  champ  as  the  world's  most  exciting  golfers  face  off  on  one  of  Asia's 
toughest  courses,  Serapong.  With  US$3  million  to  play  for,  the  competition's 
sure  to  get  hot.  So  come  be  part  of  it  this  September  at  Sentosa. 


DATE 

TICKET  PRICES 

7  &  8  September  (Thurs  &  Fri) 

S$20  per  day 

9  &  10  September  (Sat  &  Sun) 

S$50  per  day 

4-day  pass 

S$100 

For  more  information  and  ticketing,  go  to  www.barclayssingaporeopen.com 


Stem  Cells 


stem-cell  lab  at  University  of  California,  San  Francisco.  Since 
then,  UCSF  has  begun  efforts  to  fund  a  $100  million  lab  devoted 
solely  to  stem-cell  research,  starting  with  $16  million  from  Ray 
Dolby  "We  hope  to  build  it  as  quickly  as  possible,  perhaps  in  four 
years,"  says  UCSF  neuroscientist  Arnold  Kriegstein.  The  schools 
previous  stem  work  had  to  go  on  at  two  off-campus  sites  to  avoid 
the  Bush  blockage.  "To  get  any  of  these  advanced  cell  therapies 
into  humans  for  the  treatment  of  disease,  we  need  to  use  human 
cells,"  he  says. 

Even  Republicans  in  Congress  began  fretting  that  the  Bush 
ban  went  too  far.  Last  year  Senate  Majority  Leader  William 
Frist  suggested  lifting  the  ban,  and  by  summer  both  houses  of 
Congress  voted  to  do  so.  The  President  killed  it  with  his  first- 
ever  veto  in  July,  saying  the  bill  supported  "the  taking  of  inno- 
cent human  life  in  the  hope  of  finding  medical  benefits  for 
others." 

Disappointed  though  he  is 
in  the  veto,  billionaire  Broad 

says  he  is  optimistic  Bush's  ■  - 

successor  will  reconsider  the        UUPUS""  lO 

issue.  I  lis  $25  million  gift  to  jftflC'f'yi  |f"frllf  f\ 
USC  will  build  a  215,000-  MtS»W  llvll  VtJ 
square-foot  lab  dedicated  to  GITImS'VO 

embryonic  stem  cells,  the 

biggest  such  lab  in  the  state  iCSCC!!  vll 

once  it  is  ready  in  2008.  f'Pfiai'dlPSS  Of 

Moreover,  another  100  or     1  ^Jf**1  MICM  ~* 
so  stem-cell  lines  have  been   W||0  f  UIIClS 

created  despite  the  Bush 
crackdown.  Harvard  Univer- 
sity has  raised  $50  million  in  private  funding  and  has  devised  30 
new  lines  from  frozen  embryos  donated  by  infertile  couples; 
other  lines  have  emerged  in  Britain  and  Japan.  Harvard's  Melton 
says:  "It's  just  common  sense  that  a  ball  of  cells  frozen  in  liquid 
nitrogen  is  not  the  same  as  a  5-year-old  girl  with  diabetes." 

He  uses  stem  cells  to  study  juvenile  diabetes  (his  son  and 
daughter  have  it),  turning  to  the  foundation  of  another  billion- 
aire— the  late  Howard  Hughes.  "Not  only  did  we  have  a  legal 
right  to  fund  the  research,  we  had  an  obligation,"  says  Thomas 
Cech,  president  of  the  Howard  Hughes  Medical  Institute. 

Melton  landed  enough  money  to  start  a  separate  lab,  and  he 
works  on  turning  his  stem  line  into  insulin-producing  cells  to 
study  where  they  go  wrong  in  diabetics.  But  half  his  budget  goes 
to  redundant  lab  gear  and  overhead  he  wouldn't  need  if  it  weren't 
for  the  NIH  rules  against  stem-cell  funding.  His  stem-cell  col- 
league at  Harvard,  M.  Wiliam  Lensch,  uses  only  private  funding 
from  Harvard  but  worries  about  getting  in  trouble  if  he  merely 
talks  to  NIH-funded  peers  in  his  lab. 

At  Memorial  Sloan-Kettering,  stem-cell  biologist  Lorenz 
Studer  has  received  money  from  Project  A.L.S.  and  the  Starr  and 
Michael  J.  Fox  charities  (Fox,  the  actor,  has  Parkinson's).  He  cau- 
tiously puts  yellow  stickers  on  every  piece  of  equipment  used  for 
banned  experiments  to  inoculate  his  operation  from  any  NIH 
contact.  His  grad  students  put  stickers  on  wastebaskets  to  mock 
the  NIH. 


Douglas  Kerr,  a  scientist  at  Johns  Hopkins,  which  is  usin 
money  from  billionaire  Bloomberg  to  create  a  stem-cell  lab,  sa] 
the  lack  of  NIH  help  could  delay  a  treatment  for  spinal  cor 
injury  for  decades.  In  July  he  coaxed  mouse  embryonic  stem  eel 
to  reconnect  the  nerves  and  muscles  of  paralyzed  rats,  allowir 
limited  walking.  With  U.S.  funding  a  treatment  might  be  reac 
for  human  trials  in  five  years,  but  that  won't  happen  in  the  cu 
rent  climate.  "I  am  stuck.  It  is  amazingly  frustrating,"  he  says.  "A 
I  see  are  paralyzed  patients.  They  have  been  following  this  woi 
and  I  have  to  tell  them  I  cannot  do  the  experiments." 

Still,  some  billionaires  have  shied  away  from  this  scienc 
scrap.  Bill  Gates'  foundation,  the  largest  in  the  world  with  $29  bi 
lion  on  hand,  has  put  less  than  $2  million  into  research  o 
human  embryonic  cells — at  a  lab  at  Peking  University  in  Chin 
Researchers  there  are  implanting  human  cells  in  mice  to  look  f< 
better  ways  of  making  vaccines  against  AIDS  and  hepatitis  C. 
spokesperson  for  the  Gates  Foundation  says  the  Pekir 
researchers  hit  on  the  right  idea;  that  the  foundation  hasr 
funded  a  single  stem-cell  test  in  the  U.S.,  she  adds,  isn't  related  I 
the  anti-abortion  fight. 

An  ardent  opponent  of  stem-cell  experimentation,  Foci 
on  the  Family,  takes  a  hard  line.  Billionaires  have  the  right  I 
fund  this  new  field,  says  a  senior  analyst  at  the  group,  Carr 
Gordon  Earll,  but  she  adds  that  all  such  research  is  immon 
"To  destroy  those  human  embryos  is  a  huge  moral  questioi 
We're  opposed  to  destructive  embryo  research  regardless  of  wh 
funds  it." 

What  of  the  argument  that  stem  cells  harvested  from  adul 
offer  plenty  of  opportunity  for  research?  Many  lab  coats  derm: 
Adult  stem  cells  in  bone  marrow  can  turn  into  blood  and  muse 
and  have  great  promise  for  treating  a  few  diseases,  such  as  hea 
failure  and  leukemia.  Bone  marrow  transplants  for  blood  cance 
work  because  the  marrow  contains  stem  cells  for  producir 
blood.  Similar  cells  show  great  promise  in  treating  heart  failur 
as  do  cells  from  umbilical  cord  blood. 

But  no  good  alternative  to  embryonic  lines  exists  for  studyir 
other  diseases.  Memorial  Sloan-Kettering's  Studer  spent  yea 
trying  to  transform  adult  stem  cells  into  neurons  to  study  wl 
they  die  off  prematurely  in  Parkinsons  disease.  He  failed  and  ha 
to  resort  to  embryonic  cells.  Harvard's  Lensch  is  studying  tJ 
causes  of  a  rare  genetic  anemia,  but  once  stem  cells  becon 
blood  or  bone  marrow,  he  loses  any  chance  to  understand  wh 
goes  wrong  early  in  the  disease. 

Only  recently  have  drug  giants  begun  early  work  on  stei 
cells.  AstraZeneca  collaborates  with  Cellartis,  a  biotech  in  Swi 
den,  to  create  tests  to  identify  drugs  that  damage  the  liver  or  tl 
heart.  General  Electric  and  Novartis  have  tiny  programs  usir 
NIH-approved  cells.  Johnson  &  Johnson  and  Becton,  Dickinso 
have  backed  a  tiny  company,  Novocell,  that  targets  diabetes. 

The  life-and-death  question  is  whether  these  efforts  and  tl 
largesse  of  Eli  Broad  and  other  patrons  of  science  will  be  enoug 
to  let  the  U.S.  lead  the  stem-cell  revolution.  Andy  Grove  says  tl 
backlash  against  stem  cells  is  like  movements  in  the  1800s  I 
limit  research  using  cadavers:  "Science  always  wins  out,  but  ho 
many  people  die  in  the  meantime?"  t 
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BARCLAYS 

SINGAPORE  OPEN 


7-10  September  2006 


The  year's  most  exciting  golf  comes  to  life  at  the  Barclays  Singapore  Open. 
Catch  all  the  action  as  the  world's  best  golfers  face  off  on  one  of  Asia's 
toughest  courses,  Serapong.  With  US$3  million  to  play  for,  the  competition's 
sure  to  get  hot.  So  come  be  part  of  it  this  September  at  Sentosa. 


DATE 

TICKET  PRICES 

7  &  8  September  (Thurs  &  Fri) 

S$20  per  day 

9  &  10  September  (Sat  &  Sun) 

S$50  per  day 

4 -day  pass 

S$100 

For  more  information  and  ticketing,  go  to  www.barclayssingaporeopen.com 

ON  A  SUN-SWEET  SUI\ 
mer  day  Stephen  Bron 
man,  the  42-year-o 
grandson  of  Seagran 
founder,  Samuel  Bron 
man,  relaxes  on  a  porch  at  Cap  Nord,  Y 
salmon  camp  on  Quebec's  remote  nor 
shore.  The  camp,  which  he  bought  fro 
the  Molson  family  in  2000,  is  a  scatterii 
of  four  white  clapboard  buildings  on  5,0( 
acres  at  the  mouth  of  the  little-know 
Godbout  River.  With  his  name  and  fami 
wealth  (his  father,  Charles,  is  worth  an  esi 
mated  $2.8  billion),  Bronfman  could  ha 
opted  for  a  far  glitzier  lodge  on  a  famoi 
river  anywhere  in  the  world.  But  Cap  No: 
is  more  his  style:  manageable  and  incoi 
spicuous.  It  fits  neatly  into  his  philosopl 
of  taking  the  long  view  in  both  his  inves 
ments  and  philanthropy.  "I  run  this  can 
as  a  business,"  says  the  tanned  and  blor 
Bronfman.  "But  I  really  see  myself  as  mo 
of  a  steward,  preserving  it  for  the  next  gei 
eration.  And  we  have  a  lot  of  fun  here." 

If  the  Bronfmans  are  Canadian  royal: 
Stephen  Bronfman  is  the  prince  you' 
never  heard  of.  Although  quite  visible  on  tl 
charity  circuits  of  Montreal,  he's  rarely  be< 
the  subject  of  profiles  and  is  mentioned  on 
in  passing  in  Nicholas  Faidi's  recentiy  pu 
lished  The  Bronfmans,  a  family  biography  th 
focuses  on  his  uncle  (Edgar  Sr.),  his  fath 
(Charles)  and  his  first  cousin  (Edgar  Jr 
Stephen  has  remained  in  his  ancestral  city 
Montreal,  the  last  male  Bronfman  to  do  s 
with  his  wife,  Claudine  Blondin,  a  form 
Molson  marketing  executive,  and  two  youi 
children.  Through  Claridge,  his  private  equi 
firm,  he  has  made  numerous  under-th 
radar  and  so  far  profitable  investments,  mc 
notably  in  high-end  organic  foods. 

He  stands  in  stark  contrast  to  his  51  -yea 
old  cousin  Edgar.  "Two  totally  different  pa 
pie,"  says  Leo  Kolber,  a  former  Canadian  sei 
ator  and  longtime  business  partner  of  tl 
Bronfman  family.  Edgar  Jr.,  an  American  ci 
izen  who  basks  in  the  far  brighter  New  Yoi 
City  spotlight,  was  chief  executive  of  Seagrai 
(following  in  the  footsteps  of  Edgar  Sr.)  ar 
now  runs  Warner  Music  Group.  Edgar  Jr.  g 
much  attention — more  than  he  wanted — : 
2000  for  trading  in  the  family's  liquor  bus 


BATHROOM  CONFIDENTIAL  FROM  AVODART 


'Arnold,  so  when  do  we  add 
the  revolving  door  to  the  bathroom?" 


You  probably  think  you  have 
a  going  problem.  Instead,  it 
might  be  a  growing  problem. 


I 


f  you  not  only  have  to  go  to  the 
bathroom  often,  but  find  it's  hard 
to  start  once  you  get  there.  Or  see  that 
you're  starting  and  stopping,  you  may 
have  an  enlarging  prostate.  And  you 
don't  have  to  put  up  with  it.  Ask  your 
doctor  if  Avodart  is  right  for  you.  Most 
medicines  only  treat  urinary  symptoms. 
Avodart,  with  time,  actually  shrinks  the 
prostate  and  reduces  symptoms.  So  you 
can  spend  less  time  in  the  bathroom 
and  more  time  in  bed. 


Important  Safety  Information  About 
Prescription  AVODART8  (dutasteride): 

Avodart  is  used  to  treat  urinary  symptoms 
of  Enlarging  Prostate.  Only  your  doctor 
can  tell  if  your  symptoms  are  from  an 
enlarged  prostate  and  not  a  more  serious 
condition,  such  as  prostate  cancer.  See 
your  doctor  for  regular  exams.  Women 
and  children  should  not  take  Avodart. 
Women  who  are  or  could  become 
pregnant  should  not  handle  Avodart 
due  to  the  potential  risk  of  a  specific 

fyODART 


birth  defect.  Do  not  donate  blood 
until  at  least  six  months  after  stopping 
Avodart.  Tell  your  doctor  if  you  have 
liver  disease.  Avodart  may  not  be 
right  for  you.  Possible  side  effects, 
including  sexual  side  effects  and 
swelling  or  tenderness  of  the  breast, 
occur  infrequently.  See  important 
information  on  next  page. 


Do  you  have  an  enlarging  prostate? 

If  you  have  any  of  these  urinary  symptoms, 

talk  to  your  doctor. 

■  •  Urination  starts 

•  Symptoms  get  in 

and  stops. 

the  way  of  your  life. 

;  •  Frequent  urge 

•  Getting  up  to 

to  urinate. 

urinate  2  or  more 

•  Difficulty  emptying 

times  a  night. 

your  bladder. 

Soft  Gelatin  Capsules  0.5  mg 
FOR  YOUR  GROWING  PROBLEM 

GlaxoSmithKline 

For  more  information,  call  1-800-769-8402  or  visit  avodart.com.  If  you  don't  have  prescription  coverage,  visit  pparx.org.  or  call  I-888-4PPA-NOW  ( I -888-477-2669) 


iV^^/  Partnertupfor 

'  Pfexription  Awrtarce 


Patient  Information 

AVODART®  (dutasteride)  Soft  Gelatin  Capsules  x  0  5  m9/0nce  Dai|y 

AVODART  is  for  use  by  men  only. 

Read  this  information  carefully  before  you  start  taking  AVODART.  Read  the 
information  you  get  with  AVODART  each  time  you  refill  your  prescription. 
There  may  be  new  information.  This  information  does  not  take  the  place 
of  talking  with  your  doctor. 


0.5  mg/Once  Daily 

jfyODART 


What  is  AVODART? 

AVODART  is  a  medication  for  the  treatment  of  symptoms  of 
benign  prostatic  hyperplasia  (BPH)  in  men  with  an  enlarged 
prostate  to: 
Improve  symptoms 

Reduce  the  risk  of  acute  urinary  retention  (a  complete 
blockage  of  urine  flow) 

Reduce  the  risk  of  the  need  for  BPH-related  surgery 

AVODART  is  not  a  treatment  for  prostate  cancer.  See  the  end 
of  this  leaflet  for  information  about  how  AVODART  works. 

Who  should  NOT  take  AVODART? 

Women  and  children  should  not  take  AVODART.  A  woman 
who  is  pregnant  or  capable  of  becoming  pregnant  should 
not  handle  AVODART  capsules.  See  "What  are  the  special 
warnings  for  women  about  AVODART?" 
Do  not  take  AVODART  if  you  have  had  an  allergic  reaction 
to  AVODART  or  any  of  its  ingredients. 

What  are  the  special  warnings  for  women 
about  AVODART? 

Women  should  never  take  AVODART. 
Women  who  are  pregnant  or  may  become  pregnant  should 
not  handle  AVODART  Capsules.  If  a  woman  who  is  pregnant 
with  a  male  baby  gets  enough  AVODART  into  her  body 
after  swallowing  it  or  through  her  skin  after  handling  it, 
the  male  baby  may  be  born  with  abnormal  sex  organs. 

What  are  the  special  precautions 
about  AVODART? 

Men  treated  with  AVODART  should  not  donate  blood  until 
at  least  6  months  after  their  final  dose  to  prevent  giving 
AVODART  to  a  pregnant  female  through  a  blood  transfusion. 
Tell  your  doctor  if  you  have  liver  problems.  AVODART  may 
not  be  right  for  you. 

How  should  I  take  AVODART? 

Take  1  AVODART  capsule  once  a  day. 
-  Swallow  the  capsule  whole. 
You  can  take  AVODART  with  or  without  food. 
If  you  miss  a  dose,  you  may  take  it  later  that  day.  Do  not 
make  up  the  missed  dose  by  taking  2  doses  the  next  day. 
You  may  find  it  helpful  to  take  AVODART  at  the  same 
time  every  day  to  help  you  remember  to  take  your  dose. 

GlaxoSmithKline 
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What  are  the  possible  side  effects  of  AVODART? 

Possible  side  effects  are  impotence  (trouble  getting  or  keeping 
an  erection),  a  decrease  in  libido  (sex  drive),  enlarged  breasts, 
a  decrease  in  the  amount  of  semen  released  during  sex,  and 
allergic  reactions  such  as  rash,  itching,  hives,  and  swelling  of 
the  lips  or  face.  These  events  occurred  infrequently. 

Talk  with  your  doctor  if  you  have  questions  about  these 
and  other  side  effects  that  you  think  may  be  related  to 
taking  AVODART. 

How  should  I  store  AVODART? 

AVODART  is  a  soft  gelatin  capsule  that  may  become  soft 
and  leak  or  may  stick  to  other  capsules  if  kept  at  high 
temperatures.  Store  AVODART  capsules  at  room  temperature 
of  77°F  (25°C)  or  lower. 

If  your  capsules  are  cracked  or  leaking,  don't  use  them, 
and  contact  your  pharmacist. 

General  information  about  AVODART. 

Do  not  use  AVODART  for  a  condition  for  which  it  was 

not  prescribed. 

Do  not  share  your  AVODART. 

Ask  your  doctor  about  how  often  you  should  return  for 
a  visit  to  check  your  BPH. 

A  blood  test  called  PSA  (prostate-specific  antigen)  is 
sometimes  used  to  detect  prostate  cancer.  AVODART 
will  reduce  the  amount  of  PSA  measured  in  your  blood. 
Your  doctor  is  aware  of  this  effect  and  can  still  use  PSA 
to  detect  prostate  cancer  in  you. 

If  you  have  questions  about  AVODART,  ask  your  doctor  or 
pharmacist.  They  can  show  you  detailed  information  about 
AVODART  that  was  written  for  healthcare  professionals. 

How  does  AVODART  work? 

Prostate  growth  is  caused  by  a  hormone  in  the  blood  called 
dihydrotestosterone  (DHT).  AVODART  lowers  DHT  production 
in  the  body,  leading  to  shrinkage  of  the  enlarged  prostate  in 
most  men.  Just  as  your  prostate  became  large  over  a  long 
period  of  time,  reducing  the  size  of  your  prostate  and 
improving  your  symptoms  will  take  time.  While  some  men 
have  fewer  problems  and  symptoms  after  3  months  of 
treatment  with  AVODART,  a  treatment  period  of  at  least 
6  months  is  usually  necessary  to  see  if  AVODART  will  work 
for  you.  Studies  have  shown  that  treatment  with  AVODART 
for  2  years  reduces  the  risk  of  complete  blockage  of  urine 
flow  (acute  urinary  retention)  and/or  the  need  for  surgery 
for  benign  prostatic  hyperplasia. 

Manufactured  by  Cardinal  Health 
3einheim,  France  for  GlaxoSmithKline 
Research  Triangle  Park,  NC  27709 
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less  for  a  stake  in  the  more  glamorous  but 
ess  profitable  entertainment  sector  (the 
amilys  net  worth  dropped  from  $6.5  billion 
:o  $2.9  billion  in  two  years).  Stephen  has 
lever  had  such  grand  ambitions.  "Stephens 
?een  very  happy  doing  what  he's  doing  and 
doesn't  want  to  be  the  king,"  says  his  father, 
Charles,  who  was  cochairman  of  Seagram 
Tom  1986  to  2000.  "He  feels  very  comfort- 
ible  within  certain  limits  in  his  business  and 
philanthropy' 

Growing  up,  Stephen  Bronfman  had  no 
nterest  in  the  family  business.  "I'd  see  my  dad 
:ome  home  in  a  suit  and  tie  every  night,  and 
[  didn't  want  to  be  like  that,"  he  says.  He 
bought  about  being  a  professional  skier.  Sure, 
lis  family  name  and  wealth  were  a  blessing, 
le  says,  but  "sometimes  you  can  have  too 
nuch  choice." 

Bronfman  graduated  from  Williams 
College  in  Massachusetts  in  1986,  then  re- 
urned  to  Montreal,  where  he  worked  briefly 
in  the  marketing  department  of  the  Expos, 
hen  owned  by  his  father.  Still  unsure  of  a  ca- 
"eer  path,  in  1990  he  enrolled  in  Montreal's 
Concordia  University  to  study  geology. 

In  1991  Bronfman  had  an  about-face. 
Working  in  business  wasn't  such  a  bad 
i  dea,  after  all.  "I  began  to  realize  that  the 
stuff  done  before  me  was  pretty  important 
;ind  interesting,"  he  says.  He  joined  Clar- 
dge,  the  investment  firm  started  by  his 
rather.  "I  was  pretty  hesitant  and  felt  a  little 
DUt  of  place  at  first,"  says  Bronfman.  After  a 
rour-year  apprenticeship  he  made  his  first 
>olo  investment  as  part  of  a  consortium 
:hat  bought  the  broadcast  assets  of  the 
Canadian  brewer  Labatt,  which  included 
>ports  networks.  In  1999  the  company, 
renamed  Netstar,  was  sold  to  Canadian 
jroadcaster  CTV.  Bronfman's  investment  of 
545  million  (converted  to  U.S.  dollars  at 
roday's  exchange  rate)  gained  90%.  "Man- 
igement  did  extremely  well,"  says  Robert 
Foster,  chief  executive  of  Capital  Canada  in 
Toronto,  who  negotiated  the  transaction. 
For  Bronfman  the  deal  was  transformative. 
'I  really  felt  like  I  was  a  teenager  until 
:hen,"  he  says.  "But  you  grow  into  things  if 
you  want.  With  that  deal  I  started  having 
:un  and  made  other  people  money." 

In  1997  the  young  Bronfman  took  over 
Claridge.  His  investments  have  expanded  ever 
>ince.  That  year  Toronto  concert  promoter 
Michael  Cohl  approached  Bronfman  in  the 


hopes  that  he  would  invest  in  U2's  Pop  Mart 
tour.  He  instead  opted  to  take  an  undisclosed 
stake  in  Cohl's  company.  "We  didn't  want  to 
do  just  one  tour,"  says  Bronfman,  a  music 
fanatic.  "We  wanted  the  big  picture."  Since 
then  the  company  has  produced  tours  by  the 
Rolling  Stones,  Madonna  and  Crosby,  Stills, 
Nash  &  Young.  It  has  also  produced  Broad- 
way shows,  including  Spamalot,  which  got  a 
Tony  award  for  Best  Musical  in  2005. 

In  1999  Bronfman  put  up  $1  million  to 
join  a  group  of  Montreal  investors  who 
wanted  to  keep  the  Expos  in  the  city  (his 
father  had  sold  out  in  1991).  Their  efforts 
went  for  naught  when  New  York  art  dealer 
Jeffrey  Loria  bought  a  majority  interest  in  the 
team  and  flipped  it  for  the  Florida  Marlins, 
forcing  the  Expos  to  move  to  Washington. 
Bronfman  was  part  of  a  failed  lawsuit  in  2004 
against  Loria  for  fraud.  "We 
had  a  tough  time  trying  to  A"  in  the  ,amily:  whil 
take  the  U.S.  national  pastime 


basked  in  the  limelight,  Stephen  has  stayed  under  the  radar. 


to  court  in  the  U.S.,"  he  says.  Bronfman  still 
owns  a  minuscule  piece  of  the  Marlins  and 
even  received  a  token  World  Series  ring  for 
the  2003  championship  season.  "We  had  two 
thoughts  with  the  ring,"  he  says.  "One  was  to 
put  it  up  for  auction  for  charity.  The  other  was 
to  blow  it  up  in  a  public  ceremony'  He  ended 
up  just  keeping  it. 

Bronfman  was  named  to  Seagram's 
board  in  1999.  "It  was  a  great  honor,  but  the 
timing  was  terrible,"  he  says.  His  stint  lasted 
for  a  year  and  a  half,  until  his  cousin  engi- 
neered a  sale  of  the  company  to  Vivendi  Uni- 
versal, a  former  water  company  that  bought 
its  way  into  the  record  and  film  business. 
Bronfman  calls  the  sale  "a  sad  time"  but  says 
he's  refrained  from  reading  the  numerous 
books  about  the  episode.  "I'm  not  interested," 
he  says.  "I  know  what  I  know.  I'm  very  proud 
of  my  family  history  and  have  great  relation- 
ships with  my  cousins." 

In  2001  Bronfman  created  the  Claridge 
Food  Group.  His  holdings  include  Les  Plats 
du  Chef,  a  frozen-soup  and  frozen-dessert 
maker;  Glutino,  which  produces  gluten-free 
foods;  and  VLR,  which  makes  appetizers  for 
sale  under  retailers'  names.  One  of  his 
biggest  hits  is  SunOpta,  an  organic-food  com- 
pany in  Toronto.  An  initial  investment  of  $2 
million  in  2001  has  grown  to  $48  million,  as 
the  company's  revenues  have  climbed  to  $426 
million  from  $101  million  and  its  profits  to 
$13  million  from  $2.5  million.  "We've  decided 


not  to  go  against  the  Krafts  and  Procter  & 
Gambles  of  the  world,"  he  says.  Bronfman 
sells  his  products  to  stores  like  Trader  Joe's, 
Albertsons  and  Costco. 

As  Bronfman  has  made  more  money,  he 
has  begun  to  give  more  away.  Tzedaka — He- 
brew for  "charity" — is  a  family  tradition  that 
started  with  his  grandfather,  Samuel.  With 
15%  of  his  profits  from  the  Netstar  deal 
Bronfman  started  a  foundation  that  donates 
to  environmental,  educational  and  Montreal 
causes.  He  participates  in  nearly  every  big- 
name  fundraiser  that  takes  place  in  Montreal, 
including  those  for  breast  cancer,  Lou 
Gehrig's  disease  and  cystic  fibrosis.  Bronfman 
estimates  that  he  splits  his  time  evenly  be- 
tween business  and  charity.  Kolber  says  of 
Bronfman's  exhaustive  philanthropy  sched- 
ule: "I  feel  for  the  guy.  I  don't  know  how  he 
keeps  up  with  it." 

"I'm  having  fun,"  Bronfman  says,  still 
finding  time  to  live  an  active  outdoor  life, 
skiing  at  Mont  Tremblant  and  fishing  at  Cap 
Nord.  "I'm  involved  in  a  lot  of  things  I  like 
to  do.  The  business  is  interesting,  and  the  phi- 
lanthropy is  good  for  the  soul."  He  has  no 
plans  to  leave  Montreal  for  bigger  lights.  He 
recently  bought  his  grandfather's  15,000- 
square-foot  castlelike  mansion  and  is  busy 
renovating  it.  "I  like  roots  and  continuity," 
he  says,  noting  that  his  newborn  son, 
Samuel,  will  be  living  where  his  namesake 
once  did.  F 
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AMID  ALL  THE  DISPUTED 
facts  swirling  around  the 
death  of  Harry  Kananian,  one 
thing  is  certain:  On  June  24, 
2000  the  former  Broadview 
Heights,  Ohio  resident  died  of  mesothelioma, 
a  cancer  almost  certainly  caused  by  asbestos. 

How  Kananian  was  exposed  is  a  mystery 
he  took  to  his  grave.  Was  it  as  a  teenager 
working  in  dusty  factories  in  Cleveland?  Or 
was  it  when  he  slept  in  the  top  bunk  of  a 
World  War  II  troopship  that  had  asbestos- 
clad  pipes  rattling  2  feet  above  his 
head?  Or  was  it  from  smoking  Kent 
cigarettes  that  were  made  with 
asbestos-containing  filters  for  a  few 
years  in  the  early  1950s? 

Kananian's  lawyers  have  made  all 
these  claims  and  more  in  lawsuits 
they  began  filing  just  weeks  after  his 
cancer  was  diagnosed  in  February 
2000.  But  like  a  Hollywood  movie 
with  continuity  issues,  his  stories 
don't  mesh.  Was  he  a  shipyard 
worker  in  World  War  II,  as  he  told 
the  Johns  Manville  bankruptcy  trust? 
Or  was  he  a  U.S.  Army  rifleman  who 
passed  through  a  San  Francisco 
shipyard  on  his  way  to  Japan,  as  he 
said  in  a  deposition? 

Kananian's  conflicting  stories 
illustrate  a  dirty  little  secret  of  the 
asbestos-litigation  industry:  Even  as 
states  crack  down  on  frivolous  law- 
suits by  people  with  no  symptoms 
at  all,  trusts  established  by  bankrupt 
asbestos  manufacturers  are  paying 
tens  of  thousands  of  claims  each  year 
based  on  inflated  or  downright  false 
stories  of  how  people  were  exposed 
to  their  products. 

Most  of  the  trusts  are  overseen 
by  plaintiff  lawyers — lawyers  with 
Dallas  plaintiff  firm  Baron  &  Budd 
sit  on  nine  bankruptcy  trusts,  and 
New  York  firm  Weitz  &  Luxenberg 
are  involved  in  seven.  Can  they  be 
counted  on  to  weed  out  double- 
dipping  and  false  claims? 

"This  is  pervasive;  this  permeates 
the  entire  business,"  says  Lester 
Brickman,  a  professor  of  legal  ethics 
at  Cardozo  School  of  Law  in  New 


York,  who  has  exposed  questionable  practices 
of  plaintiff  lawyers  in  his  scholarly  articles 
and  served  as  a  paid  witness  for  companies 
opposing  asbestos  claims.  "Bankruptcy  judges 
should  be  ashamed  of  themselves  for,  in  ef- 
fect, going  along  with  this  fraud." 

With  an  estimated  $17  billion  in  assets 
so  far  and  $5  billion  to  $10  billion  more 
on  the  way,  the  trusts  represent  a  huge 
pool  of  cash  for  potential  asbestos 
claimants  to  tap.  There's  nothing  wrong 
with  suing  more  than  one  company  or 


Double-Dippers 

Aided  by  their  lawyers  and 
secrecy  oaths,  asbestos  victims 
are  finding  bankruptcy  trusts 
easy  pickings  |  By  Daniel  Fisher 


trust  for  the  same  injury  (and  most  si 
several  trusts).  People  were  often  expos< 
to  asbestos  at  different  locations,  made  1 
different  manufacturers.  Who's  to  s; 
which  exposure  caused  the  injury? 

But  in  the  Kananian  case  and  other  la\ 
suits  scattered  around  the  country,  defendar 
are  uncovering  a  more  troubling  trend.  Oi 
common  example:  A  plaintiff  sues  manufa 
turers  of  asbestos-containing  brake  pads  wit 
out  disclosing  that  he  has  already  collect* 
tens  or  hundreds  of  thousands  of  dollars  fro 
trusts  representing  bankrupt  pn 
ducers  of  construction  products  c 
the  theory  that  he  was  exposed 
asbestos  on  construction  sites. 

In  2004  a  Loudoun  Count 
Va.  judge  threw  out  James  Dui 
ford's  mesothelioma  suit  again 
Ford  and  other  automotive  par 
makers  because  Dunford's  lawye 
failed  to  disclose  claims  they 
made  against  bankruptcy  trusts 
other  states.  In  the  lawsuit,  Dui 
ford  said  he  got  sick  after  workii 
in  gas  stations  for  two  years  in  tl 
early  1980s.  What  he  didn't  s; 
was  that  he'd  already  collect* 
money  from  building-produc 
trusts  based  on  his  claims  of  beii 
a  construction  worker.  Medic 
studies  have  shown  constructic 
workers  are  far  more  likely  to  coi 
tract  asbestos-related  cancer  th< 
car  mechanics  are.  Dunforc 
lawyers,  Weitz  &  Luxenber 
declined  to  comment. 

Secrecy  keeps  this  game  goin 
Trust  payments,  like  most  leg 
settlements,  are  considered  confide: 
tial  and  generally  can't  be  used 
evidence  in  subsequent  trials.  Tha 
convenient  because  it  allows  plan 
tiffs  to  hide  conflicting  versions 
how  they  got  sick. 

Plaintiff  lawyers  who  set  up  tl 
trusts  and  sit  on  the  advisory  boari 
that  oversee  them  have  fought  effoi 
to  share  detailed  claims  informatk 
"because  they  don't  want  the  oth 
trusts  knowing  what  exposures  thi 
have  claimed,"  says  Robin  Carro 
who  for  eight  years  was  controller 
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the  $750  million  Celotex  trust. 

In  a  case  that  could  crack  open  bank- 
ruptcy-trust records  for  most  California 
defendants,  an  appeals  court  in  May  allowed 
lawyers  for  Volkswagen  to  obtain  settlement 
records  from  Buddy  Rusk  Sr.,  who  sued 
Volkswagen  and  67  otiier  companies  for 
asbestos- related  illness  in  2003.  Rusk,  67,  a 
former  machinist  and  painter  who  admitted 
on  a  1992  medical  exam  to  drinking  a  six- 
pack  of  beer  a  day  and  occasionally  using 
"amphetamine  and  IV  crank,"  blamed  his 
shortness  of  breath  on  brake  pads  even 
though  he  worked  part-time  as  a  car  me- 
chanic and  started  smoking  in  1951.  The 
court  said  details  of  his  filings  with  trusts 
are  "plainly  relevant"  to  his  case. 

Rusks  lawyers  are  with  the  prominent 
Novato,  Calif,  firm  of  Brayton  Purcell,  which 
also  represents  Kananian's  heirs.  They  call  the 
inconsistencies  in  Kananian's  filings 
"clerical  errors"  and  say  that  all  the 
products,  including  Kent  cigarettes, 
contributed  to  his  cancer.  Brayton 
Purcell,  which  has  won  asbestos  ver- 
dicts of  more  than  $10  million,  takes 
an  assembly-line  approach  to  litiga- 
tion: Lawyers  there  once  filed  5,000 
claims  in  a  single  day.  They  filed  a 
typical  volley  of  lawsuits  for  Kananian  after 
he  was  diagnosed,  including  one  against  Lo- 
rillard  Tobacco  (a  unit  of  Loews  Corp.)  that 
is  starting  to  haunt  them. 

Lorillard  argues  its  unlikely  Kananian 
got  sick  from  smoking  asbestos-tipped 
Kents,  since  the  company  marketed  them 
mostly  to  women.  (A  more  popular  ver- 
sion of  the  brand,  sans  asbestos,  was 
launched  in  the  late  1950s.) 

In  early  August  Ohio  Judge  Harry 
Hanna  ordered  the  release  of  lawyer 
e-mails  and  asbestos-trust  filings  by 
Kananian  and  his  lawyers.  They  don't  look 
good  for  the  plaintiff. 

Kananian's  filing  with  the  Eagle-Picher 
trust,  for  example,  says,  "...  as  a  welder,  he 
was  exposed  to  asbestos  insulation  around 
him  as  he  welded  pipes  together"  for  a  year, 
even  though  in  another  filing  he  welded  for 
two  weeks  aboard  a  ship  in  the  Philippines. 
In  his  filing  with  the  UNR  trust,  he  claimed 
he  handled  "Unibestos  insulation"  at  the  San 
Francisco  Naval  Shipyard  at  a  time  when  he 
said  he  was  a  rifleman  who  merely  passed 
through  the  yard  to  board  a  troopship. 


Brayton  Purcell,  which  objected 
vociferously  to  Hanna's  order,  tried  to 
blame  lawyers  at  another  law  firm,  Early 
Ludwick  &  Sweeney  in  New  Haven, 
Conn.,  for  any  errors.  The  forms  Early 
Ludwick  filed  for  Kananian  "are  rife  with 
outright  fabrications,"  Brayton  Purcell 
lawyer  Christopher  Andreas  said  in  a 
Mar.  22  e-mail  to  partner  Alan  Brayton. 
A  filing  with  the  Celotex  trust,  in  which 
Kananian's  lawyers  said  he  "made  and 
handled  tools  of  asbestos,"  was  "com- 
pletely fabricated,"  Andreas  said  in  the 
e-mail  to  his  boss. 

Perhaps  reflecting  the  newfound 
scrutiny  bankruptcy  trust  filings  are 
receiving,  Brayton  in  a  Mar.  22  e-mail 
told  Andreas  to  "immediately  brief 
all  personnel  ...  that  they  are  not  to 
'make  up'  information  to  make  a  claim 


One  law  firm  felt 
compelled  to  instruct 
staffers  that  they  were  not 
to  make  up  information. 


qualify."  Guess  they  don't  make  that  clear 
in  law  school. 

Kananian  and  his  heirs  won  at  least 
$150,000  from  the  trusts,  according  to 
the  e-mails,  possibly  as  much  as 
$700,000.  His  lawyers  began  submitting 
"amended"  forms,  which  corrected  the 
errors,  after  Hanna  indicated  he  would 
let  Lorillard  see  the  originals. 

Hanna  ruled  the  conflicting  claims 
could  be  admitted  into  evidence  in  the 
Lorillard  case.  He  gave  the  lawyers  a 
choice:  Either  "you  give  the  money  back  to 
the  bankruptcy  court  and  tell  them,  'Gee, 
somebody  made  a  mistake  here,'"  the 
judge  said  at  a  March  hearing,  or  "the  jury 
hears  about  it."  Early  Ludwick  partner 
James  Early  says  his  firm  has  never  filed 
an  "intentionally  false"  document. 

Kananian's  death  was  undoubtedly 
caused  by  asbestos,  says  Lorillard  lawyer 
Terrence  Sexton,  of  the  Kansas  City  firm 
of  Shook,  Hardy  &  Bacon.  "The  issue  is, 
whose  asbestos  caused  it?  Where  did  he 
work?  Who's  responsible?" 

There  is  a  quick  solution  for  discov- 


ering conflicting  work  histories,  whic 
some,  like  Brickman  and  Carroll,  hav 
proposed:  Match  up  Social  Securit 
numbers  of  claimants  across  all  th 
trusts.  It  was  just  such  a  matching  exei 
cise  that  uncovered  a  brewing  scandal  i 
Mississippi  and  Texas,  where  plainti 
lawyers  filed  thousands  of  lawsuil 
claiming  silicosis  in  workers  who  ha 
previously  sued  over  asbestosis.  Exper1 
say  the  two  diseases  almost  never  occi 
in  the  same  person. 

There  are  strong  financial  reasons  ft 
keeping  the  system  as  it  is.  The  bankruptc 
trusts  are  created  by  plaintiff  lawyers,  wh 
negotiate  prepackaged  bankruptcy  deals  th; 
relieve  companies  of  their  asbestos  liabilitii 
while  creating  a  streamlined  process  for  pa^ 
ing  claims.  The  Manville  trust  has  paid  oi 
$3.3  billion  to  settle  660,000  claims  so  far  an 
still  has  $1.7  billion  in  assets  to  di 
tribute.  It  got  18,200  new  claims  la 
year,  up  from  14,400  in  2004. 

The  trusts  can  be  lucrath 
for  the  people  running  then 
too.  Claims-processing  firn 
charge  $5  million  a  year  or  moi 
at  large  trusts.  In  2003 
Delaware  judge  ordered  Kenes 
Group  to  disgorge  $2.4  million  in  fees  i 
part  because  it  outsourced  claims-pn 
cessing  work  to  a  firm  owned  by  a  somi 
time  paralegal  with  asbestos  plainti 
firm  Motley  Rice. 

Legal  fees  run  to  hundreds  of  thoi 
sands  of  dollars  a  year  at  big  trusts,  whi 
trustees  and  advisers — many  of  thei 
plaintiff  lawyers — can  earn  $60,000 
year  plus  $2,000  a  day  for  meetings.  M 
surprise,  then,  that  the  bankruptcy  trus 
have  spent  millions  of  dollars  lobbyir 
against  the  Fairness  in  Asbestos  Injui 
Resolution  Act,  which  would  roll  all  tl 
asbestos  trust  assets  into  a  single  $14 
billion  federally  administered  fund.  The 
argument  is  that  the  law  would  deprh 
asbestos  claimants  of  funds  and  impo; 
unfair  medical  standards  on  claims. 

Brickman  acknowledges  the  hari 
manufacturers  did  to  hundreds  of  thoi 
sands  of  workers.  Plaintiff  lawyers  "did 
good  job  of  running  down  the  conspi: 
acy,"  he  says.  "But  then  the  genie  escape 
from  the  bottle  and  they  launched  inl 
an  entrepreneurial  scheme."  I 
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Now  would  be  a  good  time  to  introduce  ourselves. 
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level  of  customer  service. 

Now  with  our  investment  in  TD  AMERITRADE, 

a  leading  financial  firm 
dedicated  to  helping 
independent  minded  investors,  investors  can  find  guidance, 
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We  also  offer  TD  Banknorth' s  straight  talking 
and  truly  hassle  free  approach  to  banking.  And  with 
over  600  branches  and  p 
growing,  TD  Banknorth 
gives  you  easy  access  to  better  serve  your  needs. 

Add  all  this  up  and  TD  Bank  Financial  Group  is 
even  better  positioned  to  pay  serious  attention  to  what 
counts  -  you. 

If  you'd  like  to  find  out  more,  ask  one  of  our 
14  million  customers.  Better  yet,  visit  us  online  at 
www.td.com  to  learn  more. 


www.tdameritrade.com 
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Bank  Financial  Group 


AMERITRADE,  Inc.,  member  SIPC,  is  a  wholly  owned  subsidiary  of  TD  AMERITRADE  Holding  Corporation.  TD  Bonk  Financial  Group  investment  is  in  TD  AMERITRADE  Holding  Corporation.  Investment  products  held  in 
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lanknortb,  N.A.  -  Member  FDIC.  TD  and  the  TD  Logo  are  registered  trade-marks  of  The  Toronto-Dominion  Bank. 


Ohio  Fresh  Eggs 


THE  DESCRIPTION  WAS  GRAPHIC  Eggs,  the  nation's  seventh-largest  pro-  room  in  Reynoldsburg.  They  had  liv 

enough  to  make  you  swear  off  ducer,  where  he  saw  hens  afflicted  with  next  door  to  such  conditions  for  ye< 

omelets.  Over  several  hours  of  diarrhea  and  giant  piles  of  wet  manure,  a  and  wondered  when  they  would  end. 

testimony  an  executive  from  breeding  ground  for  maggots.  Nauseat-  Headquartered  east  of  Columbus 

Ohio's  Department  of  Agricul-  ing  but  all  too  familiar  to  many  of  the  the  small  town  of  Croton,  Ohio  Fre 

ture  recounted  a  2004  visit  to  Ohio  Fresh  people  sitting  in  an  impromptu  court-  smells  a  little  different  from  its  name. 


140      FORBES      SEPTEMBER  4,  2006 


Global  companies  have  teams  everywhere. 
To  help  them  share  ideas,  Xerox  multifunction  systems 
and  software  put  everyone  on  the  same  playing  field. 
There's  a  new  way  to  look  at  it. 


unning  a  global  company  requires  secure  worldwide 
(formation  sharing.  Luckily,  Xerox  has  a  solution  for 
^eryone  on  your  team.  Using  Xerox  multifunction 
'stems  and  Xerox  DocuShare®  software,  documents 
in  be  securely  scanned  to  the  Web.  This  way  people 
iroughout  your  global  network  can  share  them.  This 


keeps  documents  current,  can  eliminate  warehousing 
needs  by  70%  and  can  reduce  order  fulfillment  time  by 
80%.  Whatever  Xerox  WorkCentre®  multifunction  system 
you  choose,  you'll  reduce  costs  by  printing,  copying, 
scanning  and  faxing  from  one  convenient  network  device. 
Now  that's  a  game  plan.  To  learn  more,  contact  us  today. 


XEROX, 


Technology  |  Document  Management  j  Consulting  Services 


arox.com/office/team 

800-ASK-XEROX  ext.  753 


?005  Xerox  Corporation.  AH  rights  reserved  XEROX*  WorkCentre,®  DocuShare,8  and  There's  a  new  way  to  look  at  it*  are  trademarks  of  Xerox  Corporation  in  the  United  States  and/or  other  countries 


Ohio  Fresh  Eggs 


Flew  the  coop: 
Buckeye's 
owner  Anton 
Pohlmann. 


the  three  years  of  its  existence  the  com- 
pany has  incurred  dozens  of  enforcement 
actions  from  the  state,  up  to  seven  issued 
in  a  single  day,  for  such  violations  as  pro- 
moting swarms  of  flies  at  "extreme  levels" 
and  discarding  empty  vaccine  vials,  mixed 
in  with  manure  in  a  vacant  field.  Its  pred- 
ecessor company,  Buckeye  Egg  Farm,  also 
had  an  abysmal  environmental  record. 

But  if  the  company  is  shut  down,  it 
won't  be  because  of  the  appalling  condi- 
tions at  its  barns — which  house  7  million 
hens — scattered  across  central  Ohio  farm- 
land. The  hearing  was  to  determine 
whether  Ohio  Fresh  failed  to  properly  dis- 
close the  nature  of  its  ownership  and 
should,  as  a  penalty,  lose  its  operating 
permits. 

Is  it  fair  to  go  after  a  polluter  over  an 
ownership  disclosure?  "My  guess  is  they 
were  saying,  'Let's  find  a  way  to  get  these 
guys,'"  says  James  Copland,  director  of  the 
Center  for  Legal  Policy  at  the  Manhattan 
Institute,  a  conservative  think  tank.  "Its 
the  same  way  the  prosecution  looks  to 
build  a  case  against  organized  crime." 

Ohio  state  officials  deny  that  the  owner- 
ship litigation  is  a  mere  pretext  for  what  is 


really  an  environmental  case.  A 
Department  of  Agriculture 
spokesman  says  no  such  case  is 
in  the  works,  though  "we  cer- 
tainly have  that  option."  Still, 
there  is  a  certain  Al  Capone  fla- 
vor to  the  state's  action.  Prose- 
cutors couldn't  pin  a  murder 
charge  on  the  Chicago  gangster, 
so  they  nailed  him  for  tax  eva- 
sion. The  U.S.  Code  alone  con- 
tains 55,000  pages  of  man- 
dates, and  that's  only  a  sliver  of 
federal  and  state  statutes.  Pre- 
sumably we  can  trust  zealous 
prosecutors  to  use  them  to  en- 
snare only  those  business  own- 


Ohio  Fresh  Egg 
bought  the  farm,  with 
$67  million  from  an 

anonymous   


ers  who  deserve  punishment. 

No  question  that  Ohio  Fresh  has  a 
dirty  history,  as  do  other  giant  egg  pro- 
ducers. It  seems  that  the  slim  (and 
volatile)  profit  margins  of  this  cutthroat 
business  make  it  tempting  for  players  to 
keep  pollution  controls  to  the  lowest  lev- 
els they  can  get  away  with.  Ohio  Fresh's 
finances  are  for  the  most  part  private,  but 
circumstantial  evidence  indicates  that  the 
firm  lost  something  like  $8  million  pretax 
on  revenue  of  $87  million  last  year.  By 
way  of  comparison,  the  publicly  traded 
Cal-Maine,  the  nation's  largest  egg  pro- 
ducer, lurched  from  a  pretax  profit  of 
$106  million  in  2004  to  a  loss  of  $15  mil- 
lion in  2005. 

Ohio  Fresh's  predecessor  company, 
Buckeye  Egg  Farm,  was  hatched  in  the 
early  1980s  by  Anton  Pohlmann,  who  was 
later  banned  from  owning  farms  in  his 
native  Germany  for  abusing  his  livestock 
and  an  employee,  who  was  sickened  by 
the  nicotine  spray  used  to  fight  parasites 
on  chickens.  Ohio  authorities  were  more 
accommodating,  even  after  folks  who 
lived  near  Buckeye  made  a  stink  about 
effluent  and  fly  and  beetle  infestations.  In 


1999  a  woman  who  owned  35  acres  near  i 
Buckeye  farm  sued,  claiming  the  compan) 
had  polluted  a  nearby  waterway;  Buckeye 
lost  the  case.  The  jury  awarded  her  anc 
and  20  neighbors  $21  million. 

In  December  1999  the  Ohio  Environ- 
mental Protection  Agency  filed  a  similar 
but  more  detailed,  suit;  its  27-count  com- 
plaint included  charges  that  Pohlmanr 
had  dumped  "dead,  rotting  and  putrefy 
ing  animal  wastes"  in  a  field.  Why  didn'i 
the  agency  act  sooner?  "It  takes  time  to 
build  a  case,"  says  a  spokesman,  whc 
notes  the  investigation  had  been  in  the 
works  for  months.  "You  can't  just  get  £ 
couple  of  violations  and  complaints  anc 
immediately  take  it  to  court." 

The  state  EPA  suii 
resulted  in  a  2001  con 
sent  order  and  a  $  1  mil 
lion  fine.  In  lieu  of  pay 
ing  another  $366,00( 
in  fines,  Buckeye  agreec 
to  build  two  manure 
storage  buildings  bu 
didn't,  racking  up  £ 
tenth  contempt-of-cour 
charge.  It  agreed  to  renovate  50  barns  at  £ 
cost  of  $50  million.  Ohio  Fresh  is  rebuild 
ing  29  and  has  taken  21  out  of  production 
Meantime,  the  state  EPA  lost  jurisdictior 
over  large  animal  farms.  That  authority 
was  transferred,  with  the  support  of  the 
farming  lobby,  to  the  Ohio  Department  o 
Agriculture.  By  2003  another  group  o 
neighbors  had  filed  suit  and  even  the  fed 
eral  EPA  had  gotten  into  the  act,  and  the  state 
agriculture  department  revoked  Buckeye': 
operating  permits. 

Loss  of  a  permit  does  not  mean  that  £ 
business  owner  loses  his  property — it  jus 
means  he  has  to  close  it.  He  can  still  sel 
it.  Pohlmann  sold  the  egg-laying  busines; 
to  Ohio  Fresh,  a  partnership  ostensibly 
controlled  by  Donald  Hershey  anc 
Orland  Bethel,  whose  egg  operations  ir 
Gettysburg,  Pa.  had  run  afoul  of  environ 
mental  authorities.  Such  violations  didn' 
trouble  Ohio's  agriculture  department— 
Hershey  and  Bethel  didn't  have  a  history 
of  "substantial  noncompliance" — and  i 
issued  the  permits. 

Within  a  year  of  the  sale  neighbors 
now  an  organized  lobby,  complainec 
about  horrible  odors  and  thick  clouds  o: 
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Ohio  Fresh  Eggs 


have  mostly  escaped  such 
enforcement,  even  as  consol- 
idation and  automation  have 
created  very  concentrated 
sources  of  animal  waste,  par- 
ticularly in  the  pig  business. 
Ohio's  Department  of  Ag- 
riculture is  responsible 
both  for  permitting  and 
policing  large  livestock  oper- 
ations—and for  promoting 
them. It's  the  same  situation 
in  Illinois.  "The  fox  is  guard- 
ing the  henhouse,"  says 
Karen  Hudson,  president 
of  Families  Against  Rural 
Messes,  an  Elmwood,  111. 
group  that  does  battle  with 
industrial-size  pigsties  and 
chicken  coops. 

The  feds  aren't  much 
help.  Farms  are  encouraged 
to  volunteer  for  a  federal  EPA 
survey  of  air  pollution  in 
exchange  for  partial  immu- 
nity from  prosecution  for 
infractions.  So  far  6,700 
farms  in  42  states  have  signed 
up.  Congress  is  a  big  enabler. 
A  bill  pending  in  the  House, 
sponsored  by  Ralph  Hall 
(R-Tex.),  would  exempt  large 


It 


I  feel  that  we  can  and 
will  do  the  things  that 

it  takes  to  run  this 
 operation  right."  


flies.  State  inspectors  showed  up  and 
found  what  they  later  learned  was  salmo- 
nella. In  2004  Ohio  Fresh  was  one  of 
Ohio's  top  emitters  of  ammonia,  which  at 
high  levels  can  cause  skin  and  lung  irrita- 
tion, and  contribute  to  smog. 

If  Ohio  Fresh  were  refining  crude 
instead  of  producing  eggs,  it  might  have 
been  shuttered  some  time  ago.  Refineries 
and  power  plants  have  their  own 
environmental  problems,  but  they  are 
among  the  most  tightly  regulated 
businesses  around.  Farms,  in  contrast, 


livestock  farms  from  the  Superfund  law. 
A  companion  bill  was  filed  in  July  in  the 
Senate.  If  it  becomes  law,  it  will  be  harder 
to  force  agribusinesses  to  report  how 
much  they  befoul  the  air  and  water,  much 
less  clean  it  up. 

What's  the  big  stink  over  who  owns 
a  smelly  egg  farm?  At  the  time  Ohio 
Fresh  took  over  from  Buckeye,  the  new 
owners  said  that  they  had  a  "silent" 
lender  who  wished  to  remain  anony- 
mous. But,  following  up  on  comments 
of  FDA  inspectors,  authorities  learned 


that  this  lender,  Austin  (Jack)  DeCoste 
was  not  so  silent.  DeCoster,  who  put  u 
all  but  $10,000  of  the  $67  million  pur 
chase  price,  was  issuing  orders  to  Ohi> 
Fresh  managers,  the  state  argues.  HI 
has  since  poured  in  another  $60  mil 
lion  to  cover  losses  and  carry  out  man 
dated  construction  and  environmenta 
testing. 

DeCoster  is  well  known  as  a  poul 
tryman.  His  farms  in  Iowa  and  Main 
are  collectively  the  nation's  biggest  pro 
ducer  of  brown  eggs.  In  2000  Iowa' 
Department  of  Natural  Resource 
labeled  DeCoster  a  "habitual  violator 
of  environmental  laws  and  banned  hin 
from  expanding  operations  in  the  stat 
for  four  years  because  of  violations  a 
hog  farms  he  owned.  Separately 
DeCoster  paid  $7  million  to  en< 
discrimination  and  illegal  hiring  suits  a 
his  egg  plants.  It  appears  DeCoster' 
Iowa  and  Maine  operations  were  in  th 
red  last  year,  but  he  must  have  the  occa 
sional  good  year  or  he  (and  his  bankers 
would  presumably  have  long  since  lef 
the  business. 

Don  Hershey,  the  nominal  boss  o 
Ohio  Fresh,  isn't  talking,  but  he  testifiec 
at  the  hearing  that  he  was  frustrate! 
because  DeCoster  kept  second-guessin; 
him.  DeCoster  is  keeping  mum,  toe 
But  his  son,  Petei 
says  his  dad  is  just  : 
lender  who  reluc 
tantly  got  involved  ii 
order  to  clean  u] 
problems  created  h 
poor  management,  f 
feel  that  we  can  an< 
will  do  the  things  tha 
it  takes  to  run  thi 
operation  right,"  he  says,  noting  that  hi 
father's  environmental  record  in  Iowa  i 
better  than  it  looks.  It  would  probabl; 
cost  the  company  $2  million  or  so  jus 
to  install  air-pollution  equipment  a 
Ohio  Fresh. 

In  November  the  state  hearinj 
officer  will  make  a  recommendatioi 
about  whether  to  revoke  permits;  Assis 
tant  Agriculture  Director  Howard  Wisi 
makes  the  final  call.  And  then,  perhaps 
the  haggling  over  how  much  to  spend  oi 
chicken  hygiene  may  at  last  begin.  I 


144      FORBES       SEPTEMBER  4,  2006 


Aetna  Health  Connections5 


A  new  way  to 
bring  it  all  together 
for  better  health. 

Now  Aetna  introduces  a  new  approach 
to  medical  management  that  can  help 
people  achieve  their  optimal  health. 
Aetna  Health  Connections  integrates 
clinical  data  and  programs  across  Medical, 
Dental,  Pharmacy,  Behavioral  Health 
and  Disability  insurance  plans  to  provide 
a  picture  of  every  member's  overall  medical 
condition.  With  our  holistic  approach, 
doctors  and  nurse  case  managers  have 
the  data  they  need  to  help  patients 
achieve  better  outcomes,  and  make  earlier 
nterventions  when  appropriate.  To  find 
out  more,  call  your  broker  or  consultant, 
Aetna  representative,  or  visit  aetna.com. 


We  want  you  to  know' 


X  Aetna 


Health 

Dental 

Pharmacy 

Behavioral  Health 

Long  Term  Care 

Disability 

Life 


©2006  Aetna  Inc.  Plans  are  offered  by  Aetna  Lite  Insurance  Company.  Health  insurance 
plans  contain  exclusions  and  limitations.  Policy  form  numbers  include  GR-29  and  GR-700-W. 
200630 


Why  Not?  Ian  Ayres  &  Barry  Naleb 


uf 


EASY  SAVINGS 


AS  POWERPOINT  PRESENTATIONS  GO,  AN  INCON- 
venient  Truth  is  quite  impressive.  Alas,  the  movie 
has  just  one  slide  on  solutions.  Here  are  our  two 
suggestions  for  energy  conservation.  Readers 
who  have  been  to  European  hotels  are  familiar 
with  the  card  key  slot  just  inside  the  room.  To  turn  on  the 
electricity,  you  slide  your  room  key  into  the  slot.  When  you  pull 
the  card  out  on  leaving,  the  lights  and  the  air  conditioner  go  off 
(while  the  clock  stays  on). 

The  great  aspect  of  this  device  is  that  it  is  passive.  You 
don't  have  to  think  to  turn  off  the  lights.  Why  not  put  some- 
thing like  this  in  your  home?  When  you  leave  your  house  or 
go  to  bed,  youd  just  pull  out  the  key  and  all  the  lights  would 
go  off. 

How  much  might  this  save?  Let's  start  with  hotels.  A  Berke- 
ley Lawrence  National  Lab  study  by  Erik  Page  and  Michael 
Siminovitch  monitored  electricity  usage  by  guests.  Most  of  the 
time  bathroom  lights  were  turned  on  for  four  minutes  or  less, 
but  30%  of  guests  left  bathroom  lights  on  when  they  left.  On 
average,  bathroom  lights  were  on  for  eight  hours  a  day.  Bedside 
lamps  add  another  five  hours.  We  feel  safe  in  assuming  that 
most  of  the  bathroom  illumination  is  wasted,  as  is  half  of  the 
bedside  table  lamp  usage.  With  four  60-watt  bulbs  in  the  bath- 
room and  a  100-watter  next  to  the  bed,  that's  a  wasted  2  kWh 
per  day. 

A  room  air  conditioner  draws  around  800  watts.  Turn  the 
air  conditioner  down  to  standby  mode  for  five  hours  a  day 
(which  cuts  out  half  the  juice)  and  you  save  another  2  kWh. 

If  electricity  in  Las  Vegas  costs  10  cents  per  kilowatt-hour 
and  if  the  hotel  enjoys  90%  occupancy,  each  room  saves 
$130  annually.  The  system  would  pay  for  itself  quickly  on 
new  construction,  since  it  would  add  only  $100  to  the 
room's  cost. 

Across  the  U.S.,  hotels  have  4.5  million  rooms,  with  a  61% 
occupancy  rate.  If  they  were  all  being  built  anew,  the  industry 
could  trim  $400  million  a  year  off  its  electric  bills. 

Putting  this  technology  into  homes  offers  an 
ever  bigger  win.  If  the  80  million  households  in 


the  U.S.  were  to  save  five  75-watt  lights  for  eight  hours  a  da 
that  would  translate  to  90  billion  kWh  annually.  Annual  ail 
conditioning  usage  per  household  is  2,200  kWh.  If  electricit 
keys  could  save  20%  of  that  total,  we  could  add  another  35  billio 
kWh.  The  total  savings  would  be  around  125  billion  kWh,  th 
equivalent  of  60  power  plants. 

Of  course,  we  are  not  going  to  retrofit  existing  houses.  Bi 
new  construction  should  have  this  feature.  It  could  save  th 
homeowner  $150  a  year. 

A  typical  car  engine  uses  1,000  times  as  much  energy  as 
lightbulb,  so  conservation  here  is  even  more  important.  Ou 
second  proposal  is  to  shift  the  way  we  measure  fuel  efficiency 
Instead  of  miles  per  gallon,  we  should  report  gallons  per  1,00 
miles  (what  we'll  call  kilomiles). 

You  might  think  that  it  makes  little  difference.  The  prob 
lem  is  that  miles  per  gallon  doesn't  readily  translate  into  th 

dollar  cost  of  driving.  We  don 
say,  "I  plan  to  buy  1,000  gal 
Ions  of  gas.  I  wonder  how  far  i 
will  get  me."  Instead,  we  say,  " 
plan  to  drive  10,000  miles  thi 
year.  I  wonder  how  much  i 
will  cost  me." 

Imagine  that  Sybil  owns 
Toyota  Prius  and  a  Cadilla 
Escalade  and  that  she  drive 
each  10,000  miles  a  year.  Suppos 
she  could  somehow  increase  th 
energy  efficiency  of  her  Priu 
from  50  to  60mpg  or  increase  th 
fuel  efficiency  of  her  Escalad 
from  15  to  16.5mpg.  Which  should  she  choose?  The  Prius,  right 
The  miles-per-gallon  increase  is  20%  for  the  Prius  versus  10%  fo 
the  Escalade;  the  raw  increase  (lOmpg  versus  1.5mpg)  is  also  greate 
for  the  Prius. 

Wrong.  Increasing  the  Prius'  fuel  efficiency  from  50mp 
to  60mpg  saves  only  33  gallons  of  gas  a  year.  Increasing  th 
Escalade's  efficiency  from  15  to  16.5mpg  saves  almost  twice  a 
much:  61  gallons  a  year. 

Looking  at  gallons  per  1,000  miles  makes  the  comparisoi 
easy.  The  Escalade's  fuel  usage  went  from  66.6  to  60.6  gallon 
per  kilomile,  while  the  Prius'  consumption  fell  from  20  to  16j 
gallons  per  kilomile.  Saving  6  gallons  beats  saving  3.3. 

We  need  to  focus  on  fuel  efficiency  at  the  bottom  of  th 
range,  not  the  top.  The  miles-per-gallon  statistic  focuses  ou 
attention  on  the  wrong  end  of  the  distribution.  Instead  of  look 
ing  for  lOOmpg  wonders,  we  need  to  spend  more  time  coaxin 
slightly  better  fuel  efficiencies  out  of  gas-guzzlers,  especial! 
high-mileage  ones,  such  as  taxis. 

And  by  the  way,  the  Europeans  get  that  one  right,  too;  the 
measure  fuel  economy  in  liters/ 1 00km.  f 


An  auto-off 
feature  for 
your  home's 
lights,  in  the 
fashion  of  a 
French  hotel, 
could  save  you 
$150  a  year. 


Forbes 


Ian  Ayres  and  Barry  Nalebuff  are  professors  at  Yale  Law  School  and  Yah 
School  of  Management.  Ian  drives  a  Prius;  Barry  walks  to  work. 
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Beds  on  a  Budget 


CHARLES  LEDSINGER 
chuckles  when  he  re- 
members his  days  at 
one  of  the  hotel  indus- 
try's most  tightly  con- 
trolled chains.  As  chief  financial  of- 
ficer and  field  marshal  at  hotelier 
Promus  in  the  1980s  Ledsinger 
helped  make  sure  every  Hampton 
Inn  room  looked  the  same,  every 
mattress  felt  the  same  and  every 
bookkeeper  counted  expenses  the 
same  way.  "We  were  very  tough  on 
standards  with  our  franchisees," 
Ledsinger  says.  The  guests  were 
pleased,  but  it  spooked  developers. 
"We  sacrificed  fast  growth." 

The  56-year-old  Ledsinger 
has  since  learned  to  take  a  more 
flexible  line  with  franchisees, 
and  now  nobody  is  better  at  fast 
growth.  Since  becoming  chief 
executive  at  Choice  Hotels  Inter- 
national in  1998,  Ledsinger  has 
added  1,700  properties  to 
Choice's  collection,  bringing  it  to 
5,200.  He's  got  700  more  in  the 
pipeline.  He  has  boosted 
Choice's  revenues  7%  a  year  and 
its  share  price  25%  a  year,  mak- 
ing this  sub-$100-a-night  outfit 
the  top-performing  hotel  stock 
on  Wall  Street.  The  juicy  figures 
have  helped  Ledsinger  quell 
early  doubts,  when  Choice's 
growth  had  slowed  and  fran- 
chisees (FORBES,  fan.  7,  2002) 
were  fretting  over  his  hesitation 
to  spend  on  television  ads  and 
frequent-guest  programs. 

Ledsinger's  fast  pace  lately 
has  been  the  right  strategy  for 
the  current  boom  in  travel.  The 
industry's  closely  followed 
"revpar"  measure — that's  rev- 

ny^nS  m     mw  ^  enue  per  available  room— jumped  8.4% 

Htf&t  jf^L    la  fi  ^9bw  aAii  jftL  1 1  ■  'ast  year' tne  ^est  imProvcnu'nt 

■  HIS  &Mh91       1  If  H  S  lm  1     HmhI  I     I  Jkkm  i&T^     decades.  The  boom  is  expected  to 
I  ^^Mdi         l  ml  H  lL)»  MLg  Tfjwiig  I      I  Vk^i  I  tinue,  despite  rising  gas  prices. 

Ledsinger's  genius  is  that  he  still  has 
field  marshal  instincts.  He  frets  over  the 

How  Choice  Hotels'  CHARLES  LEDSINGER  learned   "guest  experience"  at  the  hotels  and 

the  delicate  art  of  fast  and  profitable  growth.      ™xt  th*\ca:TY  fcho;cesnnin,e  flTags 

■  "*  which  include  Comfort  Inn,  Quality  Inn, 

By  Stephane  Fitch  Econo  Lodge  and  Sleep  Inn.  Ledsinger 
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faces  a  special  challenge;  Choice,  which 
earned  $88  million  on  $477  million  in 
sales  last  year,  is  purely  a  franchisor.  So 
although  Ledsinger  gets  to  push  the  cost 
of  building  the  hotels  and  hiring  the 
maids,  desk  clerks  and  bellhops  onto  the 
franchisees,  he  also  has  to  depend  upon 
them  to  uphold  quality  standards. 

"The  franchisees  are  our  real  cus- 
tomer, so  we  listen  and  get  focused  on 
their  profitability,"  says  Ledsinger.  If  a 
franchisee  repeatedly  fails  to  hit  the  mini- 
mum standards,  Ledsinger's  only  real 
option  is  to  pull  his  flag.  On  the  other 
hand,  if  a  franchisee  insists  he  has  to  go 
above  and  beyond  a  brand  standard  to 
compete — say,  by  offering  free  broadband 
Internet  service  or  extra  pillows — 
Ledsinger  has  to  know  when  to  say  okay. 
(Chains  need  to  police  the  impulses  to  go 
up  market,  too,  lest  their  other  units  suffer 
by  comparison.)  The  warmth  and  fuzzi- 
ness,  he  hopes,  will,  trickle  down.  "We  try 
to  exhibit  behavior  wed  like  the  franchisee 
to  exhibit  to  their  guests." 

For  the  most  part,  it  works. 
Ledsinger  usually  culls  less  than  one 
hotel  for  every  three  he  signs  up.  Guests 
rate  four  of  Choice's  hotel  chains  as 
about  average  and  three  as  below  average 
in  quality,  according  to  Westlake  Village, 
Calif,  market  research  firm  J.D.  Power  & 
Associates.  Those  aren't  exactly  Ritz- 
Carlton  levels  of  customer  joy,  but 
they're  good  enough  for  hotels  that  cater 
to  budget-minded  folk.  Meanwhile,  90% 
of  Choice  Hotels  franchisees  say  they're 
happy  with  Ledsinger  and  Choice,  up 
from  80%  three  years  ago. 

"These  guys  have  the  simplest  story  in 
lodging,"  says  analyst  Robert  LaFleur  of 
Susquehanna  Financial  Group  in  Bala 
Cynwyd,  Pa.  "It's  six  words:  Sell  franchises, 
collect  fees,  buy  [back]  stock."  Choice's 
shares  at  $40  trade  at  32  times  the  $1.25 
per  share  that  Choice  earned  last  year. 
(The  shares  gave  back  35%  recently  when 
Choice  failed  to  hit  excited  Wall  Street 
expectations  of  second-quarter  earnings.) 
Ledsinger  has  said  that  Choice,  with  the 
best  net  margins  of  any  listed  chain,  may 
earn  $1.45  this  year. 

Hotel  developers  have  gotten  active, 
especially  at  the  cheaper  end  of  the  spec- 
trum, and  Ledsinger  has  recently  doubled 


the  number  of  contracts  signed.  Of  the 
contracts  Ledsinger  inked  in  the  last  year, 
55%  were  with  existing  Choice  fran- 
chisees. The  contracts  will  add  60,000 
rooms  to  Choice's  430,000. 

All  the  while  Ledsinger  has  found 
ways  to  persuade  Choice's  franchisees  to 
embrace  something  unknown  before  his 
arrival:  tougher  standards.  Under  a 
"reimaging"  campaign  Ledsinger  started 
five  years  ago,  they've  spent  money  on 
serious  improvements  to  the  entire  sys- 
tem's signs,  bathrooms  and  beds  at  Choice 
chains.  Signs  alone  cost  $8,000  to  $50,000 
per  hotel  to  replace. 

Before  Ledsinger  arrived,  "Choice 
gave  us  a  lot  more  freedom — sometimes 
too  much,"  admits  Louis  Zagarino,  who 
operates  a  Comfort  Inn  and  a  Sleep  Inn  & 
Suites  near  Baltimore's  BWI  Airport  and 
had  top  positions  with  the  Choice  associa- 
tion of  franchisees.  "This  company  was 
antimandate.  But  if  a  guy  with  another 
Comfort  Inn  has  a  bad  mattress,  bad  cof- 
fee and  he's  serving  a  frozen  danish,  he's 
hurting  the  rest  of  us." 

Ledsinger's  predecessors  did  okay  a 
campaign  to  get 
Comfort  Inn  own- 


Ledsinger  says.  But  the  new  signs  worked. 
"Two  years  later  they  said  it  was  the  best 
thing  we  ever  did." 

Emboldened,  Ledsinger  rolled  out 
more  improvements.  This  year  he  per- 
suaded franchisees  to  update  the  system's 
beds,  bedcovers  and  skirts,  and  towels. 
Next  summer  Ledsinger  will  dispatch 
inspectors  to  every  Sleep  Inn  to  make  sure 
that  the  sheets  are  200-thread-count  or 
better  and  that  the  beds  have  at  least  four 
pillows.  Comfort  Inns  will  have  duvets 
with  covers. 

Next  comes  Ledsinger's  big  upgrade:  a 
new  Choice  brand,  called  Cambria  Suites, 
to  compete  with  Courtyard  by  Marriott 
and  Hilton  Hotel's  Garden  Inn.  Court- 
yard and  Garden  Inn  are  beloved  and 
well-established  midprice  chains  aimed 
at  business  travelers.  Their  loyalty  pro- 
grams give  the  business  travelers  a  shot 
at  free  nights  in  fancier  hotel  chains  that 
those  companies  operate,  so  they'll  be 
hard  for  Cambria  to  displace.  Ledsinger 
plans  to  offer  better  room  rates,  but  he's 
also  talking  about  upholding  standards 
as  tough  as  those  Hampton  Inn  had. 


ers  to  buy  Serta 
mattresses.  Own- 
ers didn't  like  the 
cost  and  that  they 
had  only  one 
brand  of  mattress 
to  choose  from. 
"Everybody  fought 
it,"  says  Zagarino. 
"Choice  backed 
down." 

Ledsinger  came 
in  determined  to 
prove  he  wouldn't 
shove  too  many 
standards  onto  his 
franchisees,  at  least  not  without  listening  to 
them  first.  He  organized  dozens  of  meetings 
with  owners,  some  of  whom  had  never  met 
Ledsinger's  predecessors  face-to-face.  And 
he  waited  two  and  a  half  years  to  begin  im- 
plementing his  reimaging  campaign.  Finally 
the  franchisees  endorsed  the  first  step, 
changing  the  signs.  "It  was  a  big  deal  and  a 
fair  amount  of  cost,  and  people  asked  us  if 
we  really  knew  what  we  were  doing," 


By  the  Numbers 


Everyman's  Inn 

Through  brands  such  as  Comfort  Inn,  Choice  is  able  to  pitch 
lodging,  and  lots  of  it,  to  some  of  the  most  frugal  travelers. 


Average  nightly  tab  at  a  Comfort  Inn. 


Comfort  rate  at  London's  Hyde  Park. 


Cost  to  build  Comfort  room. 


Number  of  Choice  hotels  in  Anaheim,  Calif. 

Source:  Choice  Hotels  International. 


Won't  that  put  a  cap  on  growth  for 
Cambria?  Don't  bet  on  it.  So  far 
Ledsinger  has  signed  28  contracts  for 
new  Cambria  Suites  hotels  and  expects 
the  first  to  open  in  Boise,  Idaho  in  the 
winter.  And  because  Choice  is  a  fran- 
chisor, there's  precious  little  of  its  own 
cash  going  into  all  this:  The  company's 
70%  return  on  invested  capital  is  several 
times  that  of  Hilton  and  Marriott.  F 
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Insights  Peter  Huber 


VACCINES 
ARE  SCARCE. 
WHY? 


■Rj  N  THE  STANDARD  TELLING,  THE  DEVELOPMENT  OF  THE 
I  polio  vaccine  was  a  triumph  of  public  initiative.  Within  a 
I  generation  polio  had  disappeared  from  the  U.S.  But  most 
I  vaccine  manufacturers  disappeared  with  it.  Their  slow  suf- 
I  focation  began  on  the  day  the  authorities  took  charge  of 
competition.  Dr.  Paul  A.  Offit  tells  the  story  in  The  Cutter  Inci- 
dent, the  best  account  you  will  ever  read  about  the  interplay 
between  big  drug  companies  and  bigger  government. 

President  Roosevelt,  a  polio  victim  himself,  helped  launch  the 
foundation  behind  the  March  of  Dimes,  which  attracted  thou- 
sands of  volunteers  and  millions  of  donors.  The  dimes  funded 
breakthrough  research  by  Jonas  Salk,  followed  by  a  trial  involving 
420,000  children,  by  far  the  largest  such  trial  ever  conducted. 

By  early  1953  Salk  had  pushed  the  lab  science  to  the  point 
where  he  would  vaccinate  his  own  three  children.  But,  as  Salk 
acknowledged,  scaling  up  the  process  was  a  separate  challenge. 
Mass  production  required  a  protocol  that  would  inactivate  every 
last  particle  of  the  virus  in  millions  of  doses  but  still  leave  the 
virus  sufficiently  intact  to  trigger  an  immune  response. 

Basil  O'Connor,  the  Wall  Street  lawyer  who  was  running  the 
foundation,  made  the  right  call:  He  used  his  checkbook  to  spur  pri- 
vate competition  and  mobilize  corporate  capital.  O'Connor  first  ap- 
proached Parke-Davis,  a  company  that  already  manufactured  other 
vaccines  and  had  been  working  on  polio,  too.  The  company  signed 
on,  but  it  had  patented  a  different  method  for  inactivating  the  virus, 
and  that  created  a  conflict.  Salk  urged  the  foundation  to  add  some 
competitors.  So  O'Connor  simply  committed  to  buy  27  million  doses 
of  the  vaccine  after  the  trial  had  been  completed,  however  it  ended, 
and  whether  or  not  the  vaccine  ever  made  it  to  market. 

Five  companies  were  soon  vying  to  supply  vaccine  for 
the  trial.  The  foundation  demanded  that  suppliers  first 
deliver  1 1  consecutive  lots  that  had  passed  safety  tests  with 


monkeys.  Only  Parke- Davis  and  Eli  Lilly  made  the  cut.  The  field 
trial  was  a  resounding  success.  The  foundation  then  handed  con- 
trol over  to  the  small  federal  agency  that  was  in  charge  of  regulat- 
ing vaccines  at  that  time.  That  was  the  beginning  of  the  end. 

The  agency  just  summarized  the  protocol  that  had  been  used 
successfully  to  inactivate  the  virus  and  licensed  five  manufactur- 
ers. One  was  the  Cutter  Co.,  which  had  failed  to  meet  O'Connor's 
requirements  earlier.  Cutter  followed  the  government's  instruc- 
tions, such  as  they  were,  but  failed  to  kill  all  the  virus.  Seventy 
thousand  people  suffered  mild  forms  of  polio  as  a  result.  Two 
hundred  were  paralyzed.  Ten  died. 

The  authorities  had  moved  too  quickly  and  carelessly.  They 
would  atone  by  slowing  everything  to  a  lawyer-clogged  crawl. 
The  ensuing  lawsuits  established  new  standards  that  made  it 
much  easier  to  sue  vaccinemakers.  Case  by  case,  liability  claims 
came  to  dominate  the  industry's  economics.  Junk  claims  over- 
took legitimate  ones  and  then  eclipsed  them  completely.  When 
liability  problems  threatened  to  cut  off  the  supply  of  some  vac- 
cines, Congress  imposed  a  broad-based  tax  on  vaccines  to  fund 
an  alternative  compensation  system. 

The  government's  role  in  buying  and  distributing  vaccines 
expanded  in  parallel.  Federal  agencies  began  funding  childhood 

vaccination  programs  soon  after 
the  polio  vaccine  was  commercial- 
ized. The  government  now  buys 
over  half  of  all  vaccines  used  in  the 
U.S.,  at  prices  it  effectively  dictates. 

As  the  government's  role  ad- 
vanced, the  private  sector  retreated, 
to  the  point  where  this  segment  of  the 
industry  now  looks  and  operates 
much  like  a  public  utility.  In  1957, 26 
companies  were  supplying  5  vaccines. 
By  2004, 4  companies  were  supplying  12.  Mergers  accounted  for  some 
of  the  attrition,  but  most  was  caused  by  companies  simply  aban- 
doning the  business.  Eli  Lilly  and  Parke-Davis  (now  part  of  Pfizer) 
were  among  the  dropouts.  Seven  of  the  12  vaccines  routinely  given 
to  young  children  in  2005  were  being  provided  by  just  one  manu- 
facturer; another  4  had  only  2  suppliers. 

Every  week  rotavirus  kills  one  child  in  America  and  12,000 
children  in  the  developing  world.  A  vaccine  against  it  was  devel- 
oped by  Dr.  Offit  and  his  colleagues,  working  at  the  Children's 
Hospital  of  Philadelphia  and  the  Wistar  Institute.  Their  work 
took  10  years.  Merck  needed  another  16  to  deliver  a  vaccine  that 
the  FDA  approved  in  February.  Nobody  wants  another  Cutter. 
But  what  a  pity  it  is  that  the  16  years  could  not  have  been,  say,  8. 
That  could  have  saved  5  million  lives. 

Developing  vaccines  is  much  easier  today  than  it  was  half  a 
century  ago — Dr.  Offit  says  half  a  dozen  important  ones  could  read- 
ily be  designed  and  assembled  by  laboratories  like  his.  It  doesn't  hap- 
pen because  no  drug  company  wants  to  market  them.  F 


Case  by  case, 
liability  claims 
came  to 
dominate  the 
industry's 
economics. 


Forbes 


Peter  Huber  is  a  senior  fellow  of  the  Manhattan  Institute  and 
coauthor  of  The  Bottomless  Well  (Basic  Books,  January  2005). 
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Wherever  in  the  world  you  compete, 
Michigan  can  give  you  the  upper  hand. 


It  doesn't  take  x-ray  vision  to 
see  the  advantages  of  Michigan. 
(But,  in  this  case,  it  helped.) 


This  is  the  story  of  Advanced  Photonix.  This 
opto-electronics  company  developed  a  Terahertz 
machine  that  is  superior  to  x-ray.  It's  called  the 
T-Ray™.  This  incredible  machine  has  helped  NASA 
see  below  the  visible  surface  of  spaceship  tiles 
to  locate  any  fissures  that  may  exist.  The  T-Ray 
also  has  an  impact  on  homeland  security  and  so 
much  more.  But  that's  a  small  part  of  this  story. 

Richard  Kurtz,  CEO,  moved  Advanced  Photonix 
across  the  country  from  California  to  Michigan. 
Why?  Because  Michigan  offered  them  a 
customized  package  of  economic  incentives 
and  direct  access  to  the  world-famous  Ann 
Arbor  Technology  Tri-Corridor.  Thanks  to  the 
Michigan  Economic  Development  Corporation, 
businesses  that  come  here  find  success. 

Your  success  is  no  exception.  In  Michigan, 
you  could  have  access  to  a  S2  billion 
21  st  Century  Jobs  Fund.  Two  billion  dollars. 
PLUS,  Michigan  is  home  to  some  of  the  world's 
top  research  universities.  In  fact,  we're  ranked 
#2  among  all  states  for  patents  awarded  to 
public  universities.  Imagine  where  you  could 
take  your  business  with  that  kind  of  access. 
Technology  clusters,  economic  incentives, 
capital  funding  sources... the  list  goes  on. 

What's  the  moral  of  the  story?  You  don't  need 
x-ray  vision  to  succeed.  Because  wherever  in 
the  world  you  compete,  Michigan  can  give  you 
the  upper  hand.  Let  the  Michigan  Economic 
Development  Corporation  show  you  how. 
Call  800  878  7722  or  click  on  Michigan.org. 


MICHIGAN 

ECONOMIC  DEVELOPMENT  CORPORATION 

THE  UPPER  HAND 


ent  That  is  Setting  New  Standards. 


Market  Research  Event 

2  0  0  6 

The  PREMIER  market  research  conference  attracting  the  most  INFLUENTIAL 
practitioners  built  on  CORPORATE  best  practices,  INNOVATIONS,  INSIGHTS 
and  VISIONARY  perspectives  designed  to  help  YOU  EVOLVE  into  STRATEGIC 
partners  that  DELIVER  results. 


The  Business  Maverick 

Steven  Levitt,  Author,  Freakonomics 

Today's  business  maverick  on  challenging  the  givens,  innovative  sources 
and  applications  ot  data  and  the  value  that  lies  at  the  heart  of  research 


The  Marketing  Giant 

Kim  Dedeker,  Vice  President,  Consumer  &  Market 
Knowledge,  Procter  &  Gamble 

Today's  marketing  giant  offers  insights  on  effective  structures,  strategies 
and  processes  that  ensure  leadership  of  market  research  departments 

The  Psychoanalytic  Authority 

Dr.  G.  C.  Rapaille,  Chairman  &  CEO,  Archetype 

Discoveries  Worldwide 

On  Why  Consumers  Do  What  They  Do 


The  Behavioral  Guru 

James  Surowiecki,  Author, 
The  Wisdom  of  Crowds 

Today's  behavioral  guru  on  why  the  many  are  smarter  than  the  few 


The  Retail  Powerhouse 

Rick  Webb,  Customer  Experience,  Wal-Mart 

Today's  retail  powerhouse  on  understanding  customer  experiences 
and  applying  those  insights  to  improve  customer  satisfaction 


The  Academic  Theorist 

Ravi  Dahr,  Professor  of  Marketing,  Yale  School 
of  Management,  Director  of  the  Yale  Center  for 
Customer  Insights 

On  Leveraging  Customer  Insights  to  Drive  Innovation 


Also  Featuring. 


And  Back  by  Popular  Demand. 


The  Media  Maven 

Peter  Guber,  Chief  Executive  Officer,  Mandalay 
Entertainment 

On  how  truly  understanding  the  market  and  your  consumers  can  help 
you  compete  for  the  future 


The  Research  Pioneer 

Dan  Yankelovich,  Chairman  of  View  Point 
Learning,  Public  Agenda  and  DYG 

On  Societal  Change  and  Market  Research 


October  22-26,  2006  •  Hyatt  Regency  Century  Plaza  •  Los  Angeles,  CA 

More  Must  See  Speakers  Include: 


1 


"When  1 

Stefan  Liske,  Dipl-lng./MBA, 
Executive  Director,  Product 
Development,  Volkswagen  of  America  Inc. 


Dave  Poltrack,  Executive  Vice  President, 
Chief  Research  Officer,  CBS  Corporation 
and  President  CBS  VISION 


Becky  Walter,  Director, 
Innovation  Design  &  Testing, 
Kimberly-Clark  Corporation 


Donna  Sturgess,  Vice  President, 
Innovation  &  Strategic  Planning, 
GlaxoSmithKline,  Consumer  Healthcare 


Vivian  Milroy  Callaway, 

Vice  President,  Center  for 
Learning  &  Experimentation, 
General  Mills 

Tracey  Lovejoy,  Ethnographer, 
Microsoft 


with  The  Market  Research  Event,  'far  and  away  the  best  this 
industry  has  to  offer.  " 

-Robert  Lederer.  Editor  and  Publisher  of  RFL  Communications,  Inc. 


"Hit's  'The  Market  Research  Event'  has  become  [the] premier  U.i. 
MR  conference. " 

-Inside  Research,  December  20( 


Official  Publication: 


The  earlier  you  register  the.  more  you  save!  Mention  Priority  Code:  XM1828FBAD 


Forbes 


To  Register,  Call: 888.670.8200    Fax  941.365.2507    Email  register@iirusa.com 

Web  www.themarketresearchevent.com 
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Beijing  to  Hong  Kong 
April  6-20,  2007 


Nagasaki,  japan 


Beijing  •  Shanghai  •  Nagasaki  •  Osaka  •  Hong  Kong 


Experience  the  Countless 
Sights  of  the  Exotic  and 
Enchanting  Far  East. 

Discover  the  Mysteries  of 
Asia  While  Combining  Luxury 
Cruising  and  Outstanding 
Financial  Insights  &  Advice 


Steve  Forbes 


Rich  Karlgaard 


John  Dessauer  Ken  Fisher 

and  many  more.. 


Crystal  Symphony 


Cabins  start  as  low  as  $10,690  per  couple! 
)  receive  a  full-color  conference  brochure  and  to 
reserve  your  cabin,  call  800/530-0770  or  visit 

www.lnvestmentCruise.com  006485 


Makers*  Breakers 


FOR  MORE  FINANCIAL  STATS  GO  TO  WWW.FORBES.COM/MAKERS 


Stock  pri 


On  Internet  Time 


Akamai's  main  command  center  in  Cambridge, 
Mass.  monitors  its  20,000  servers. 


Tech  stocks  have  underwhelmed  lately,  with  the  Nasdaq  index 
down  6.6%  for  the  year.  An  exception  is  Akamai  Technologies 
(38,  AKAM),  up  75%  in  2006.  The  stocks  price/earnings  multiple 
is  an  above- market  20.  Worth  it? 

Well,  if  you  believe  the  Web-content  delivery  firm  will  con- 
tinue to  grow  at  a  fast  pace,  maybe.  Other  growth  stars — 
Microsoft  in  the  past,  Google  now — have  sported  even  larger 
P/Es  and  proved  the  multiples  were  deserved.  Akamai  rang  up 
$191  million  in  revenue  for  2006  s  first  half,  a  53%  rise.  Its  $23 
million  in  earnings  marked  a  24%  decrease,  mainly  because  new 
accounting  rules  forced  it  to  expense  stock  options  grants;  with- 
out that,  net  income  would  have  doubled  to  $65  million. 


Give  Akamai  this:  It  has  been  through  the  fire  an 
come  back  alive  after  many  of  its  dot-com  brethre 
perished.  Shares  peaked  at  $345  in  January  2000,  then  tumbled  1 
56  cents  during  the  tech  bust. 

Akamai  (which  means  "smart"  in  Hawaiian)  has  been  true  I 
its  name,  says  analyst  Ari  Moses  of  Kaufman  Brothers.  Conceive 
by  MIT  brainiacs  in  1995,  the  company  developed  algorithms  1 
streamline  Internet  content  routing,  aiming  to  end  the  "World  Wic 
Wait."  Today  Akamai  owns  the  world's  largest  system  for  Web  di 
livery,  with  20,000  servers  in  71  countries  handling  15%  of  Inte 
net  traffic.  Customers  include  Apple,  Microsoft,  Yahoo,  MTV  an 
CBS.  The  company  delivers  live  feeds  of  everything  from  NCA 
March  Madness  games  to  space  shuttle  launches. 

—Zack  O'Malley  Greenbu, 


Katrina  Relief 

Count  James  Hardie  Industries  (25,  jhx) 

among  the  Hurricane  Katrina  winners. 
The  Australian  company's  fiber-cement 
siding  is  being  used  in 
cottages  that  can  with- 
stand 1 30mph  winds. 
These  are  in  big  de- 
mand under  a  new 
federal  Katrina  relief 
program.  The  cottage- 
makers  are  also  in  talks  with  Lowe's  to  sell 
the  structures  to  private  buyers  for 
$35,000. 

So  Merrill  Lynch  analyst  Simon 
Archer  sees  strong  growth  ahead. 
Helping  long  term  is  a  pending  reso- 
lution to  its  chronic  asbestos  problem, 
involving  a  $716  million  fund  for  vic- 
tims. That  charge  wiped  out  profits  for 
the  year  ending  Mar.  31.  Otherwise, 
earnings  would  have  been  up  f  o 
$209  million. 

— Patrici 


Biohype 
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The  stock  in  perennially  unprofitable  Cubist  Pharmaceuticals  (20,  CBST) 

has  been  edging  up  since  its  2003  introduction  of  Cubicin,  an  injectable 
antibacterial  for  skin  infections.  Such  medications  are  in  demand  in  the 
fight  against  drug-resistant  bugs,  which  kill  100,000  Americans  a  year. 
Sales  of  Cubicin  are  expected  to  hit  $194  million  this  year.  But  investors 
are  valuing  the  company  too  richly  at  six  times  expected  2006  revenues, 
says  loel  Sendek,  analyst  at  Lazard  Capital  Markets. 

High  valuations  on  moneylosing  biotech  firms  are  acceptable  if  the 
company  has  a  robust  pipeline  of  new  drugs  in  the  works,  says  Sendek.  At  Cubist,  Cubici 
is  pretty  much  it.  The  $100-a-day  drug  faces  competition  from  the  much  cheaper  (an 
unpatented)  vancomycin.  We  say  short  the  stock.  —Kerry  A.  Dola 

III  Health 

Another  questionable  health  care  stock  is  Molecular  Devices  (23,  MDCC),  which  provid< 
instruments  and  software  for  life  sciences  research  and  testing.  Unpn 
dictable  corporate  and  government  budgets  have  vexed  Molecular,  sa} 
Jonathan  McCarthy,  analyst  at  Infinium  Securities.  Also,  the  compan 
has  suffered  delays  in  its  product  pipeline. 

Revenue  was  up  5%  to  $87.3  million  for  2006's  first  half,  bi 
net  income  fell  57%  to  $2.4  million  on  acquisitions  charges.  Il 
shares  trade  at  a  rich  31  trailing  P/E.  Our  view:  Short  the  stock. 

— Tatiana  Serafi 
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An  investment  portfolio  isn't  the  only  thing  that  should  be  well-balanced.  A  balanced  life  is  pretty  important 
too  —  and  Northern  Trust  can  help  you  with  both.  We'll  give  you  the  personal  attention  of  a  dedicated  advisor. 
Supported  by  an  entire  team  of  wealth  experts,  who  will  analyze  your  investment  options,  and  develop  a  plan  that 
is  right  for  you.  Because  where  you  want  to  go  in  life  is  up  to  you.  It's  our  job  to  help  you  get  there.  If  you'd  like  to 
know  more,  call  William  Morrison  at  1-800-468-2352  or  visit  northerntrust.com. 
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CONTENT  MANAGEMEN1 

End-to-End  Strategies  From  Printing  to  Shipping 

Companies  of  all  types  and  sizes  have  been  trying  to  manage  content  for  a  long  time. 
At  last,  new  tools  and  processes  are  making  enterprise  content  management  a  reality  —  an 

saving  organizations  plenty  of  money,  too. 

ow  much  does  your  organization  spend 


T  T 

,  ■      ■   document  production  and  managemei 
■      M    How  much  does  it  spend  on  .hard  copy  a 
related  expenses  like  supplies,  hardware,  maintenance  a 
help-desk  support? 

According  to  research  by  IDC,1  companies  can  achit 
direct  cost  savings  of  8%  to  41%  by  remotely  managi 
imaging  and  output  assets.  The  savings  come  chie 
from  reducing  costs  associated  with  hard  copy  devices, 
support,  and  maintenance  and  supplies. 

Beyond  Cost  Savings 

Organizations  that  tackle  the  inefficiencies  inherent 
traditional  imaging  and  output  infrastructures  get  mo 
too.  Some  potential  benefits  are  the  ability  to: 

•  Improve  reporting  capabilities  so  the  mix  of 
imaging  and  output  assets  can  be  optimized; 

•  Boost  the  efficiency  of  core  business  processes 
by  finding  better  ways  to  integrate  documents 
into  traditional  workflows; 

•  Centralize  key  functions; 

•  Heighten  responsiveness  to  changing 
business  priorities. 


Written  by  aimpui 
www.aimpublk 


How  Multifunction 
Printing  Devices  Help 

Although  paper-based  documents  and  the  busin 
processes  that  rely  on  them  still  play  a  major  role 
many  corporate  environments,  new  kinds  of  hardw; 
and  software  as  well  as  new  legal  requirements  are  tr: 
gering  change. 

As  corporate  document  practices  evolve,  printe 
copiers  and  fax  machines  are  operating  at  just  5%  of  cap; 
_ity,  notes  IDC,  making  them  excessively  cosdy  to  opera 
-Fortunately,  the^Tntrorluctioa-  of_multifunction  print 
combining  printing  with  scanning,  copying  and  faxing 
improving  the  utilization  levels  of  hard  copy  devic 
which  need  to  be  in  the  12%  to  25%  range  to  optim 
return  on  investment.2 


■  ■  mm 

'S  NOT  EXPENSIVE  TO  LOOK  EXPENSIVE. 
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nakes  more  sense  than  ever  to  get  an  HP  Color  LaserJet  printer.  These  come 
twork- ready  and  have  renowned  print  quality  when  you  use  HP  ColorSphere 


ler.  And  best  of  all,  they're  all  from  HP  PC  Magazine's  Readers'  Choice  for 
rvice  and  Reliability  for  14  straight  years.  Brilliantly  Simple. 


IP  - 

W  FASTEST 

HP  Color  LaserJet  3800n. 
Up  to  22  pages  a  minute. 
There's  no  deadline  it  can't  meet. 

FASTER  $9" 

HP  Color  LaserJet  3600n. 
Up  to  17  pages  a  minute. 
A  great  fit  for  a  growing  business. 

$699 


HP  Color  LaserJet  2600n. 
Up  to  8  pages  a  minute. 
More  affordable  than  ever. 

$399 

learn  more  or  see  special  offers,  visit  hp.com/go/colorprinter. 
all  1-800-888-3119.  Visit  your  reseller  or  retailer. 

)06  Hewlett-Packard  Development  Company,  L.P  Estimated  U.S.  retail  price.  Actual  price  may  vary. 
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SAVINGS  FROM  OPTiMlZiS 
YOUR  CORPORATE  IMAGING 
AND  OUTPUT  ENVIRONMENT 

Last  year,  IDC  studied  nine  large 
enterprises  in  the  U.S.,  Europe  and 
Asia  that  have  undertaken  overhauls  of 
their  imaging  and  output  infrastruc- 
tures. By  implementing  a  managed 
imaging  and  output  environment, 
these  organizations  now  enjoy: 

•  37%  cost  savings  from  hard  copy 
device  equipment  reductions; 

•  28%  savings  due  to  lower  IT 
support  costs  for  printing/copying/ 
faxing/scanning  user  issues 
(print-related  help  desk  calls  were 
reduced  51%,  from  15%  to  7% 
of  all  help  desk  calls); 

•  17%  savings  attributable  to 
shrinking  consumables  costs; 

•  9%  cost  savings  thanks  to  cuts  in 
ordering  and  inventory  management; 

•  5%  savings  in  spending  on 
installing  and  upgrading  hard 
copy  devices; 

•  4%  cost  savings  in  print/copy/ 
fax/scan  repairs. 

According  to  IDC,  a  $10  billion 
company  with  direct  hard  copy  costs 
of  $10  million  per  year  can  save  $1.5 
million  per  year.  Over  five  years,  that 
adds  up  to  $7.5  million. 

Source:  IDC  White  Paper,  Cutting  Costs  and 
Maximizing  the  Return  on  Your  Imaging  and 
Output  Assets,  by  Angele  Boyd,  August  2005 


Scanning  to  Integrate 
Paper  Documents 

Scanning  in  particular  is  becoming 
more  important  as  paper-based  docu- 
ments are  scanned  into  alternative  digital 
media  that  can  be  integrated  into  work- 
flows and  business  processes  to  make 
them  smoother  and  more  efficient,  as 
well  as  compliant  with  such  regulations 
as  H1PAA  and  Sarbanes-Oxley. 

Once  paper  documents  are  thus  inte- 
grated, they're  not  only  easier  to  move 
through  a  process,  they  can  also  be 
secured  with  the  kinds  of  encryption 
and  authentication  features  required  to 
achieve  regulatory  compliance. 

Managing  Imaging  and 
Output  Resources  Via 
The  Network 

As  more  functionality  is  packed  into  a 
single  hard  copy  device,  corporations  are 
finding  that,  overall,  they  need  fewer  of 
them.  This  makes  them  more  practical  to 
network.  And  networking  such  devices 
enables  a  company  to  more  efficiendy 
and  cost-effectively  control  all  of  its 
imaging  and  output  assets  and  resources. 

The  right  administration  software,  for 
instance,  makes  it  possible  for  organizations 
to  centralize  and  coordinate  management 
of  all  their  devices  and  applications  — 
from  multifunction  printers  to  servers  to 
client  desktops  to  storage  networks.  The 
monitoring  and  reporting  capabilities  built 
into  such  administrative  software  not  only 
make  optimizing  these  resources  practical, 
they  make  such  optimization  possible  with 
fewer  technical  staff  than  ever  before. 

Imaging  and  Output 
Resource  Optimization: 
What  It  Takes 

To  get  the  most  from  a  centrally 
rnapag<  ■  imaging  and  output  iafra- 
stractu".-  you'll  need  to  start  by  getting 


an  assessment  of  your  current  in 
and  output  infrastructure  with  an 
figuring  out  an  optimal  network 
structure  and  deployment  of  di 
Based  on  this  assessment,  you'll  i 
take  a  multi-pronged  implemer 
that  may  include: 

•  Remote  device  management  to 
that  are  network-connected  ; 
Web-enabled  so  device  usage  < 
monitored,  problems  anticipate 

•  Document,  image  and  output  mana 
tools  that  digitize  information 
tured  from  paper  documents  ; 
pass  it  on  to  the  appropriate  d 
or  application 

•  Outsourcing  elements  of  your  in 
and  output  infrastructure  —  sue 
document  production  —  to  a  m 
services  provider  with  approp; 
expertise,  either  managed  by  t 
provider  at  your  site  (e.g.,  you: 
center)  or  located  at  the  provi 
site  (e.g.,  Internet  fax  services' 

Toward  a  Competitive  E 

Organizations  that  have  opti 
their  imaging  and  output  infrastn 
using  current  best  practices  and  inl 
tion  technologies  are  finding  b 
beyond  classic  hard-dollar  savings 
report  that  real-time  usage  dai 
improved  decision  making  and  tha 
are  more  satisfied  and  pay  more  att 
to  the  resources  they  consume. 

These  "softer"  benefits,  while  d 
to  translate  now  into  bottom-line  i 
point  to  a  future  in  which  cor 
resources  are  better  utilized  a 
which  decisions  are  better  informi 
made  more  quickly  —  and  that  tra 
into  a  competitive  edge. 


IDC  White  Paper.  Achieving  the  CXO's  Aget 
Bottom-Line  Benefits  of  the  Optimized  Imaging 
InfrastTuiture,  by  Angele  Boyd,  November  200 
"ibid. 
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The  Contrarian  David  Dreman 


THE  UNHAPPY 
LIFE  OF  NEWS 
JUNKIES 


SEVERAL  MONTHS  BACK,  AS  THE  U.S.  APPEARED 
headed  for  a  confrontation  with  Iran,  oil  prices  soared. 
Energy  stocks  moved  higher  with  almost  every  wire 
report.  But  once  tensions  decreased,  oil  stocks  tum- 
bled. Early  in  July  inflation  indicators  turned  negative, 
nd  the  overall  stock  market  seemed  about  to  drop  into  the  abyss. 
Tien  as  soon  as  the  inflation  outlook  seemed  less  threatening, 
tocks  and  bonds  rallied. 

You  can  trade  yourself  poor  buying  and  selling  on  news  like  this. 
Many  investors,  individual  and  professional  alike,  react  to 
ach  news  release  like  Pavlov's  dogs.  In  the  early  1980s,  when 
he  Federal  Reserve  was  battling  double-digit  inflation, 
nnouncements  about  the  money-supply  gauges  (Ml,  M2, 
A3)  moved  markets.  Today  the  Ms  are  long  forgotten;  now 
ieople  become  hysterical  over  oil  inventories  or  the  Consumer 
'rice  Index. 

If  the  news  is  better  than  expected,  the  Dow  Jones  indus- 
rial  average  shoots  up  150  points;  if  worse,  the  drop  is  just  as 
teep.  Hedge  fund  managers,  day  traders  and  swarms  of  other 
[uick-buck  types  trade  instantly  to  get  the  edge  from  news 
lashes.  Maybe  you  can  make  money  trading  on  these  moves, 
>ut  only  if  your  transaction  costs  are  nil  and  your  computer 
5  ten  seconds  faster  than  every  other  trader's.  Neither  condi- 
ion  holds. 

Much  of  the  economic  information  on  gross  domestic 
>roduct,  industrial  production,  housing  starts  or  the  money 
upply  is  preliminary  and  revised  several  times,  often  in  the 
ipposite  direction.  Reacting  to  it  will  just  shrink  your  net 
rorth  while  adding  to  your  broker's. 

Sometimes  you  can  ride  a  long  trend  that  is 
mpervious  to  daily  news  bursts.  The  day  traders 
>f  the  late  1990s  had  the  powerful  upward  momen- 


tum of  the  dot-com  stocks  on  their  side  and  rolled  merrily  along 
for  a  good  while.  Then  they  got  hammered,  and  tech  stocks 
have  been  a  volatile  sector  ever  since,  subject  to  the  whims  of  the 
news  cycle. 

Stay  away  from  the  trading  trap  and  stick  to  fundamentals. 
Buy  stocks  that  are  cheap  and  whose  outlooks  are  good.  Ignore 
the  weekly  wiggles  in  prices.  Think  of  long-term  risks  and  long- 
term  rewards.  Here  are  three  companies  to  look  at. 

Chubb  Corp.  (48,  CB)  is  a  well-managed  property  casualty 
insurer  with  large  operations  in  the  U.S.,  plus  subsidiaries  in 
South  America,  Europe  and  the  Pacific  Rim.  The  company  is 
showing  strong  profitability  from  underwriting  policies:  Its  com- 
bined ratio  has  steadily  dropped  and  now  stands  at  0.85.  This 
measure  compares  costs  (claims  paid,  reserves  for  claims,  under- 
writing expenses  and  policyholder  dividends)  with  policy  premi- 
ums. If  the  ratio  is  below  1.00,  there's  an  underwriting  profit,  and 
any  investment  income  is  gravy.  Expect  Chubb's  earnings  to  be 
up  at  least  30%  this  year.  The  stock  trades  at  nine  times  earnings 
and  yields  2.1%. 

The  drug  stocks  have  been  battered  for  years  by  patent  ex- 
pirations and  a  lack  of  new  blockbusters.  Still,  earnings  continue 
to  grow.  Big  pharma  boasts  almost  debt-free  balance  sheets, 

which  should  translate  into  div- 
idend hikes,  a  slew  of  stock 
buybacks  and  rising  earnings 
per  share. 

Pfizer  (26,  PFE)  has  divested 
a  number  of  its  noncore  busi- 
nesses; the  biggest  one  was  its 
consumer  health  care  division 
(Listerine,  Visine,  Benadryl), 
sold  to  Johnson  &  Johnson  for 
$16.6  billion.  The  majority  of 
the  proceeds  are  likely  to  go  to 
share  buybacks.  Pfizer  will  be 
buying  its  shares  cheaply — at  13 
times  earnings — and  you  can 
do  the  same.  The  dividend  yield  is  3.7%. 

Pfizer  s  new  chief  executive,  lawyer  Jeffrey  Kindler,  is  a  good 
choice  to  enhance  the  stock's  value.  Meanwhile,  new  drug 
launches  are  promising,  such  as  Sutent  (treatment  for  kidney  and 
gastrointestinal  cancer)  and  Exubera  (inhaled  insulin).  The  most 
important  one  under  development  is  Lipitor/Torcetrapib,  which 
would  have  a  market  potential  significantly  above  Lipitor's. 

Wyeth  (48,  WYE)  is  emerging  from  the  litigation  cloud 
of  diet  drug  Fen-Phen,  a  cause  of  heart  problems.  New  introduc- 
tions are  pending  for  Tygacil  (antibiotic)  and  Lybrel 
(oral  contraceptive).  Profitability  remains  strong  for  such 
Wyeth  mainstays  as  Effexor  (depression  remedy)  and  Premarin 
(estrogen  replacement).  You  can  buy  Wyeth  at  16  times  trailing 
earnings  and  get  a  2.1%  yield.  F 


Stocks  lurch  up 
and  down  in 
tune  with  every 
new  economic 
statistic  But  the 
antidote  is  a 
buy-and-hold 
strategy. 
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Find  the  right  luxury 
vehicle  at  the  best  price 
and  buy  your  new  car 
with  confidence. 


•  New  shopping  tools  to  help  you  find 
your  next  car  at  the  lowest  price 

•  Enhanced  "Build  Your  Own"  tool  allowing 
for  customized  vehicle  creation 

•  Unparalleled  luxury  vehicle  showrooms 

•  Comprehensive  model  research  pages 

•  New  multimedia  pages  with  360° 
views  and  zoom  capabilities 
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Car-Buying  Advice 


mposite  Software  provides  high-performance  on-demand  data  integration  software,  COMPOSITE 
ibedded  in  Cognos'  leading  business  intelligence  solution.  Together,  they  enable  you  to  SOFTWARE 
in  a  comprehensive  and  consistent  view  of  information  across  your  SAP,  Siebel  and  other 

erational  applications.  Plus,  you  can  instantly  find  the  information  and  reports  you  need  *^/vb<iv» 

CERTIFIED 

t  by  googling  them.  It  doesn't  get  any  easier.  Visit  www.compositesw.com  to  learn  more.  technology  partner 


Capital  Markets  Marilyn  Cohen 


MAKE  A  BET 
ON  GENERAL 
MOTORS 

THE  DOMESTIC  AUTOMAKERS  ARE  IN  A  STEW,  WITH 
General  Motors  in  the  deepest.  Nevertheless,  GM,  the 
largest  company  in  what  seems  to  be  a  dying  U.S. 
industry,  may  get  a  new  life.  At  least  that's  the  possibil- 
ity held  out  should  dealmeister  Kirk  Kerkorian  be  suc- 
cessful in  midwifing  an  alliance  between  GMs  chief,  Richard 
Wagoner,  and  Renault/Nissan  Motors,  Carlos  Ghosn. 

If  the  alliance  goes  through,  GM  may  gain  a  cash  infusion  and 
cost  savings  from  combining  production  with  the  French-Japan- 
ese partners.  Then  long-suffering  GM  bondholders  won't 
be  exposed  to  a  Chapter  11  filing,  which  is  the  fate  many 
investors  mentally  assigned  the  company  not  long  ago.  So  now, 
on  that  basis,  an  investment  in  General  Motors  debt  obligations 
might  make  sense. 

But  the  better  bet  is  in  bonds  of  the  company's  relatively 
robust  finance  unit,  General  Motors  Acceptance  Corp.,  which, 
unlike  the  parent,  turns  a  profit.  While  both  credits  are  below 
investment  grade,  GMs  rating  is  junkier,  B  from  Standard  & 
Poor's;  GMACs  rating  is  BB. 

Small  wonder.  GMs  future  rises  or  falls  on  whether  it  can  sell 
vehicles.  GMAC's  rests  on  loan  payments  for  cars  and  trucks 
already  sold.  Yes,  the  finance  arm  would  suffer  if  GM  fell  into 
bankruptcy,  but  GMAC  is  diversified,  with  operations  in  home 
mortgages  and  insurance.  GMAC  is  also  eyeing  used-car  financ- 
ing and  loans  for  non-GM  cars.  Recently,  the  Pension  Benefit 
Guaranty  Corp.,  the  federal  agency  overseeing  corporate  pen- 
sions, has  agreed  that  GMAC  has  no  liability  for  GMs  billions  of 
dollars  in  unfunded  pension  liabilities. 

And  GMAC's  financial  strength  is  likely  to  improve  because  a 
group  of  hotshot  investors,  led  by  the 
investment  fund  Cerberus  Capital  Man- 
agement and  including  Citigroup,  is  buy- 
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ing  a  51%  stake  in  the  company.  The  $14  billion  purchase  pric 
should  give  parent  GM  some  breathing  room,  which  in  tur: 
should  benefit  GMAC. 

The  Cerberus  agreement  could  fall  apart.  Federal  bankin 
regulators  have  slapped  a  moratorium  until  next  Jan.  3 1  on  ne\ 
applications  for  nonbank  lenders,  and  the  new  Cerberus-GMA 
entity  will  have  to  apply.  The  deal  can  be  called  off  if  it  is  nc 
completed  by  the  end  of  March  2007. 

Cerberus  also  can  nullify  the  purchase  if  parent  GMs  cred 
rating  falls  below  CCC.  S&P  has  GM  on  negative  credit  watcl 
meaning  that  a  downgrade  may  well  occur,  but  a  drop  all  the  wa 
to  CCC  is  unlikely  to  happen  in  the  next  seven  months. 

Some  solace  here:  Should  the  deal  encounter  one  of  these  pi1 
falls,  I  believe  that  Cerberus  won't  walk  away;  rather,  it  will  rene 
gotiate  a  better  price.  Cerberus  Chief  Stephen  Feinberg's  ego  i 
involved.  The  financier  wrested  GMAC  away  from  buyout  king 
pin  Henry  Kravis. 

Since  GMAC  bonds  enjoy  better  ratings  and  hence  are  not  a 
risky  as  GM  paper,  they  yield  2.7  percentage  points  less,  givin 
roughly  a  7.5%  yield  to  maturity.  Some  GMACs  that  are  now  on! 
a  couple  of  pennies  below  par  were  trading  a  year  ago  at  85  cenl 
on  the  dollar.  To  be  frank,  most  investors  didn't  have  the  stomac 
for  GMAC  bonds  back  then.  I'll  pay  the  smaller  discount  for  th 

greater  peace  of  mind  it  bring 
the  yields  still  are  handsome. 

That  said,  not  all  GMA 
bonds  are  worthy.  Do  nc 
under  any  circumstances  bu 
what  are  called  GMAC  Smai 
Notes.  These  bonds  are  part  c 
a  large  program  created  sped] 
ically  for  small  retail  investoi 
when  GMAC  bonds  had  invesl 
ment-grade  credit  quality. 

Smart  Notes  are  the  ulti 
mate  Roach  Motel;  you  can  g< 
in,  but  exiting  is  a  bit  stick 
Smart  Notes  are  issued  in  sma 
batches  and  lack  liquidity.  The  difference  between  bid  and  as 
can  be  five  points.  That's  $50  for  every  $1,000  face  value. 

The  best  GMAC  bonds  to  buy  are  the  large  issues,  such  z 
the  6.875s  of  Sept.  1 5.  201 1  or  the  6.875s  of  Aug.  28,  201 ; 
The  first  is  a  $5.5  billion  issue;  the  second,  $2  billion.  Both  bone 
are  noncallable  and  actively  traded.  The  2011  issue  change 
hands  at  97.6  cents  on  the  dollar  for  a  7.45%  yield  to  maturit 
The  2012  at  a  price  of  97  cents  gives  you  7.5%. 

Compare  those  two  issues  with  the  unsecured  GM  7.2s  of  Jai 
15,  2011.  This  junkier  $1.5  billion  issue  is  also  noncallable  y< 
yields  10.2%  to  maturity. 

If  you  are  a  big  risk  taker  and  can  trade  in  a  volatile  marke 
then  by  all  means  fasten  your  seat  belt  and  buy  paper  in  the  pai 
ent  company.  I'll  stick  with  the  safer  GMACs.  I 


Marilyn  Cohen  is  president  of  Envision  Capital  Management,  a  Los  Angeles  fixed- 
income  money  manager;  www.forbes.com/cohen. 


Bonds  in  GM's 
finance  arm 
offer  nice 
yields  and, 
lately,  a  lot 
less  risk.  Much 
rides  on  a 
buyout  firm. 
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Point  of  View  Steve  H.  Hanke 


BET  ON  RUBLES 
AND  FRANCS 


SOMETHING  BIG  HAPPENED  IN  THE  CURRENCY 
markets  on  July  1,  but  if  you  read  only  the  main- 
stream media,  you  might  have  missed  it.  On  that  date 
Russia  made  its  ruble  fully  convertible  for  the  first 
time  since  Aug.  8,  1914.  More  precisely:  It  lifted  all 
restrictions  on  ruble  flows  into  and  out  of  the  country.  The  ruble 
can  now  be  freely  traded  on  international  exchanges,  and  for- 
eigners can  hold  ruble  deposits  in  Russia  and  abroad.  Investors 
are  no  longer  required  to  keep  interest-free  deposits  at  the  Cen- 
tral Bank  (and  pay  an  implicit  tax)  when  they  invest  in  Russian 
fixed- income  markets. 

Did  this  loosening  cause  a  run  on  the  ruble?  Far  from  it.  Over 
the  past  year  the  ruble  is  up  6.3%  against  the  dollar,  including 
0.7%  gained  since  July. 

This  move  toward  free  markets  is  a  very  positive  develop- 
ment in  a  country  that  has  had  a  rocky  conversion  from  commu- 
nism to  capitalism.  Russia's  fledgling  capital  markets  stand  to 
become  deeper,  more  efficient  and  more  fully  integrated  with 
international  markets.  In  short,  convertibility  will  push  Russia 
further  along  the  globalist  path,  stimulating  capital  inflows  and 
further  ruble  gains  against  the  dollar. 

Why  did  reporters  miss  the  ruble  story?  Because  they've  got 
their  minds  made  up  that  Vladimir  Putin  is  taking  Russia  back  to 
its  authoritarian  past.  They  can't  even  imagine— let  alone  print- 
that  a  former  KGB  man  could  be  presiding  over  any  kind  of  eco- 
nomic liberalization. 

Moving  from  Moscow  to  Paris,  we  discover  another  note- 
worthy currency  story.  Since  Charles  de  Gaulle  delivered  his 
famous  February  1965  speech  in  favor  of  a  role  for  gold  in  the 
international  monetary  system,  it's  been  no  secret  that  France  has 
had  an  international  currency  strategy:  Any  system  that  counters 
U.S.  dollar  hegemony  is  good.  This,  of  course,  explains  why  the 
French  were  European  Monetary  Union  enthu- 
siasts in  1999. 

Jean -Claude  Trichet,  European  Central  Bank 


president  since  2003,  is  promoting  a  French  point  of  view  whei 
he  says  that -the  cheap  Chinese  yuan  has  given  China  a  competi 
tive  trading  advantage  and  generated  dangerous  global  imbal 
ances  (read:  a  large  U.S.  current  account  deficit). 

The  neomercantilist  Bush  Administration,  supported  b 
parochial  special  interests,  has  stumbled  over  this  French  trip 
wire.  Indeed,  the  US.  has  led  the  campaign  to  force  the  Chines- 
to  unlink  the  yuan  from  the  dollar  and  let  the  yuan  float.  I 
that  were  to  happen,  the  French  would  have  their  prize.  Tb 
other  countries  that  link  their  currencies  to  the  dollar  and  forn 
the  Asian  dollar  bloc  would  cut  their  dollar  tethers  and  th 
bloc  would  break  apart.  This  would  roll  back  the  US 
dollar  hegemony,  inject  instability  into  what  was  th 
Asian  dollar  bloc  area  and  retard  the  flow  of  Asian  sav 
ings  to  the  U.S. 

There  is  a  good  way  for  the  Chinese  to  thwart  botl 
the  French  and  the  American  protectionists:  adopt 
fixed  yuan/dollar  exchange  rate  while  introducing  ful 
convertibility.  Such  a  change  would  leave  China  where  i 
wants  to  be  and  with  the  sam 
type  of  monetary  regime  a 
Hong  Kong's.  The  Asian  dolla 
bloc  would  remain  intact, 
think  it's  a  bad  idea  to  buy  th 
yuan  with  the  expectation  tha 
the  Chinese  will  allow  a  majo 
appreciation. 

One  more  currency  devel 
opment  merits  attention:  th 
Swiss  franc  s  apparent  loss  of  it 
safe-haven  status.  You'd  expec 
that  war  in  the  Middle  East  an 
rising  oil  and  gold  prices  wouli 
make  the  franc  a  desirable  stor 
of  value.  The  Swiss  economy 
moreover,  is  generating  stron 
growth,  low  unemployment 
low  inflation  and  a  huge  current  account  surplus.  And  yet  th 
Swissie  is  trading  near  its  six-year  low  against  the  euro  and  at 
two-year  low  against  sterling. 

What  explains  this  puzzle?  Low  Swiss  interest  rates  (one-yea 
money  costs  2%)  have  attracted  mass  franc  borrowing  by  indi 
viduals  and  small  businesses  in  Eastern  Europe  (especially  Hun 
gary)  and  Turkey.  However,  these  mom-and-pop  borrowers  mus 
service  their  Swiss  franc  debts  with  incomes  denominated  i: 
Hungarian  forints  and  Turkish  liras,  creating  a  dangerous  cur 
rency  mismatch.  This  is  a  train  wreck  waiting  to  happen — partic 
ularly  when  novices  are  at  the  controls.  When  the  wreck  occur! 
expect  a  sharp  rise  in  the  value  of  the  Swiss  franc.  Sell  th 
Euro/Swiss  futures  contract  traded  on  the  Chicago  Mercantil 
Exchange  (symbol  RF).  I 


Good  things 
are  happening 
in  the 

economies  of 
Switzerland 
and  Russia.  But 
no  one  notices. 
You,  though, 
can  take 
advantage. 
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Steve  H.  Hanke  is  a  professor  of  applied  economics  at  The  Johns  Hopkins 
University  in  Baltimore  and  a  senior  fellow  at  the  Cato  Institute  in 
Washington,  D.C.  Visit  his  home  page  at  www.forbes.com/hanke. 
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n  Governor  Bob  Ehrlich.  Some  people  might  say  I'm  a  little  intense.  They're  right.  As  CEO  of 
e  State  of  Maryland,  I  never  stop  promoting  positive  changes  to  make  my  state  grow.  Maybe 
at's  why  Maryland  continues  to  outperform  most  other  states  in  job  growth.  And  Maryland's 
onomy  outpaces  the  national  economy  year  after  year.  We'll  work  just  as  hard  to  make  your 
isiness  grow.  To  see  how,  call  our  Department  of  Business  and  Economic  Development  at 
888-CHOOSE-MD  or  visit  www.choosemaryland.org. 
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Ryder's  Ribs 

homas  Ryder,  chairman  of  Reader's  Digest,  has 
>uilt  an  illustrious  publishing  career.  But  it's  his 
>ork-loving  alter  ego,  Fat  Tommy,  who's  having  all 
he  fun  |  By  Richard  C.  Morais 


ONE  DAMP  SATURDAY  MORN- 
ing  at  the  World  Pork  Expo 
in  Des  Moines,  Thomas 
Ryder,  chairman  of  Reader  s 
Digest  Association,  was 
oing  the  extra  mile  for  the  National  Pork 
oard  (a  sometime  advertiser  in  Readers 
Hgest).  "I  accept  my  duty  to  be  a  judge,"  he 
Dlemnly  intoned,  "so  that  truth,  justice, 


excellence  in  barbecue  and  the  American 
way  of  life  may  be  strengthened  and  pre- 
served forever." 

As  Ryder  and  his  fellow  judges  sat 
down  at  the  long  tables  of  the  Iowa  State 
Fairgrounds,  76  contestants  from  all  over 
the  nation  rushed  up  with  their  first  sub- 
missions in  the  cue  competition.  Prize: 
$10,000  cash  and  a  smoker  worth  $5,000. 


Contestants  had  been  up  all  night,  sip- 
ping bourbon  and  slow-smoking  hogs  in 
drums  of  smoldering  hickory,  "pig  police" 
monitoring  the  internal  temperatures  of 
roasts  and  sealing  each  boxed  submission 
to  prevent  piggy  hanky-panky.  So  things 
were  tense  by  the  time  these  bleary-eyed 
"pit  masters"  staggered  to  the  judges'  table. 

The  things  executives  do  for  their  cus- 
tomers. By  2  p.m.  Ryder  had  the  greenish 
hue  and  stiff-legged  gait  of  someone  who 
has  in  short  order  consumed  3.5  pounds 
of  pork.  The  corporate  titans  tummy  was, 
in  his  own  words,  "testing  the  tensile 
strength"  of  his  shirt.  He  had  transformed 
himself  into  his  grease-faced  alter  ego, 
known  among  the  BBQ  fraternity  as  "Fat 
Tommy" — the  swinish  Superman  to 
Ryder's  Clark  Kent. 

Fat  Tommy  was  completely  in  his 


SEPTEMBER  4,  2006      FORBES  167 


ForbesLife 


Judge  Ryder  in  red  hat  (left)  knuckles  down  to  tasting.  Darlene  Ryder  and  son,  Rob  (right),  try  wares  at  Cookies,  a  maker  of  rubs  and  sauces. 


element  at  the  Iowa  State  Fairgrounds. 
(During  a  break  in  his  official  duties,  we 
noticed,  he  gleefully  gulped  down  a  couple 
of  "Spam  burgers" — slices  of  Spam  slapped 
on  a  grill  and  given  out  for  free  by  a  pimply 
teen  Spam  Queen.)  While  Tom  Ryder  con- 


tinues to  toil  diligently  as  a  publisher, 
Tommy  is  having  a  hoot  acquiring  a 
national  reputation  as  a  barbecue  afi- 
cionado. (His  barbecue  is  a  little  hotter  than 
Reader's  Digest  stock,  which  has  been 
suffering  for  five  years.) 

Ryder  has  judged  "Memphis  in 
May" — among  the  biggest  and  most 
famous  barbecue  competitions  in  the 
U.S. — and  this  spring  did  a  food  critics 
tour  of  the  barbecue  pits  of  central 
Texas.  (His  hilarious  account  is  posted 
at  rd.com/bbq.)  Back  in  Connecticut, 
where  Ryder  lives,  Fat  Tommy  can  fre- 
quently be  found  whipping  up  BBQ  sauce 
and  maque  choux  (Southern-style 
creamed  corn)  in  the  kitchen  of  the 
Cookhouse  in  Darien. 

The  Cookhouse — a  chain  of  four  restau- 
rants serving  slow-smoked  barbecue — is 
owned  by  Ryder,  Darlene,  his  wife  of  43  years, 
and  Robert,  their  son.  It  dishes  out  white  trash 
classics  with  James  Beard  execution.  Special- 
ties include  fried  chicken  livers  smothered 
with  onions  and  gravy  and  the  horrific-look- 
ing (but  tasty)  "BBQ  Sundae"— pulled  pork, 
baked  beans,  creamy  coleslaw,  BBQ  sauce, 
mixed  together  in  a  glass  Mason  jar  and 
topped  with  a  pickle. 

Its  Memphis-style  dry  roast  ribs,  slow- 
smoked  for  four  hours  over  hickory,  oak 
and  fruit  woods,  are  in  an  entirely  different 
league  from  the  sickly-sweet,  sauce- 
slathered  ribs  found  in  most  East  Coast 
establishments.  No  less  than  the  New  York 
Times  has  commended  them  for  being 
smoky,  meaty,  "incredibly  tender"  and 
served  in  "Rabelaisian  portions." 

Tom,  raised  in  Alexandria,  La.,  was  the 
eldest  son  of  a  waitress  and  a  postal  worker. 
Since  his  parents  worked  late,  Tom,  at  age 


12,  was  put  in  charge  of  cooking  "sust< 
nance"  dinners  of  red  beans  and  rice  for  h 
younger  brother.  He  lovingly  recalls  tl 
mouthwatering  kid  (baby  goat)  his  da 
would  sometimes  roast  in  their  backyard. 

Food  later  became  a  bedrock  of  h 
publishing  career:  At  American  Express  1 
bought  Food  &  Wine  for  a  bargain  $1  mi 
lion  and  built  a  publishing  colossus  aroun 
it.  More  recently  he  has  turned  Readei 
Digest  into  the  worlds  largest  food  pul 
lisher,  with  seven  food  magazines  and  2 
million  cookbooks  sold  per  year. 

Rob,  38,  says  that  as  a  boy  he  helped  h 
father  in  the  kitchen.  After  an  indifferei 
stint  at  Choate  he  got  a  degree  at  Cornt 
Hotel  School,  then  paid  his  dues  in  join 
like  the  Hotel  Vier  Jahreszeiten  in  Hambui 
and  the  Union  Square  Cafe  in  New  Yor 
In  1996  Fat  Tommy  gave  him  the  funds  I 
start  the  family  business,  which  includes  tl 
Cookhouse  plus  two  swankier  restaurant 
The  combined  group  generates  $18  millio 
a  year  in  revenue. 

All  three  Ryders  were  together  at  Worl 
Pork  Expo.  While  Fat  Tommy  scratched  h 
culinary  judgments  on  score  cards,  Darler 
and  Rob  acquired  porker  art  for  the 
restaurants  at  the  "Pigcasso"  exhibit.  R.0 
gave  a  visitor  a  quick  lesson  in  how  to  judj 
ribs:  how  deeply  the  smoke  has  penetrate 
into  the  meat,  the  way  the  ribs  separat 
how  the  meat  pulls  off  the  bone.  "Miss  Dai 
lene"  (as  she's  known  on  the  circuit)  nit 
bled  grilled  maple-pepper  bacon  rubbe 
with  brown  sugar  and  spices.  As  for  F< 
Tommy,  he  was  soon  off  to  another  stal 
clutching  a  bun  filled  with  shredded  porl 
"What?"  he  said  defensively,  as  Miss  Dai 
lene  raised  an  eyebrow.  "That's  how  yo 
develop  your  palate.  By  tasting."  I 


Ryder's  Swamp  Magic 

1/2  Vidalia  onion,  finely  chopped 

3  cloves  garlic,  finely  diced 

1 V2  sticks  butter 

2  teaspoons  chili  powder 

1 V2  teaspoons  ground  cumin 

1  tablespoon  ground  black  pepper 

1  tablespoon  Tabasco  sauce 

1/2  teaspoon  liquid  smoke 

1/2  cup  bottled  chili  sauce 

1/4  cup  spicy  brown  mustard 

1/4  cup  apple  cider  vinegar 

1/4  cup  molasses 

1/4  cup  bourbon 

1  very  cold  beer 

salt  to  taste 

In  a  medium-size  saucepan  melt  butter 
over  low  heat  and  saute  onions  and  garlic 
for  ten  minutes  until  soft;  don't  brown  or 
burn  them.  Add  chili  powder,  cumin, 
black  pepper  and  Tabasco  and  continue 
sauteing  for  a  tew  minutes.  In  a  bowl  mix 
mustard  and  vinegar,  then  add  chili  sauce 
and  molasses.  Dump  these  ingredients 
into  the  saucepan  and  cook  slowly  for  an- 
other ten  minutes.  XouyjM  liquid  smoke 
(a  a>mmerciarS§pk.-  fl.a     ing  ,.jjourbon, 
salt  and  more  pep)' 
for  one  more  mini 
possum  meat.  Drink  the  l 

For- more  recipes  visit: 
forbes.com/extra.  R  ,  /V7 
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Performance:  Delivering  the  World. 


om  our  headquarters  on  Wall  Street,  we  deliver  innovative  solutions 
our  clients  every  day. 

'e  provide  world-class  advice  and  products  to  clients  across  the 
luntry,  from  Technology  Investment  Banking  in  Silicon  Valley,  to 
ivate  Wealth  Management  in  Palm  Beach. 

'nether  giving  strategic  advice,  tapping  the  capital  markets, 
ructuring  derivatives  or  providing  asset  management  -  to  our 
ients,  we  deliver  the  world.  Expect  the  better  solution. 


a  Passion  to  Perform.     Deutsche  Bank 


Jtsche  Bank  Securities  Inc.,  a. subsidiary  of  Deutsche  Bank  AG,  conducts  investment  banking  and  securities  activities  in  the  United  States.  Deu 
MYSE,  NASD  and  SIPC  .  '  '  '  . 


ForbesLife 


FOUND  MONEY 

Home 
Movies 

What's  the  payoff  if  your 
home  gets  picked  as  the 
setting  for  a  movie 
or  TV  commercial?  A  fat 
check,  a  new  deck — 
maybe  even  a  complete 
makeover.  Here's  how  to 
reap  rewards  and  avoid 
gaffs  |  By  Lacey  Rose 

AS  THE  LOVE  SCENE  HEATED 
up  and  sparks  began  to  fly, 
Richard  Pettier  turned  to 
his  wife  and  whispered, 
"The  nerve  of  these  people, 
[being  intimate]  in  our  living  room!"  His 
annoyance  was  as  fictional  as  the  sparks. 
Like  other  owners  who  let  their  homes  be 
used  for  movie  shoots,  Pettier  was  being 
paid  handsomely  for  allowing  actors — in 
this  case,  Richard  Gere  and  Juliette 
Binoche,  making  Bee  Season— to  intrude. 

Fees  range  from  $1,000  to  $15,000  a 
day,  depending  on  a  film's  budget,  the 
length  of  shoot  and  the  owner's  negotiat- 
ing skill.  For  40  days  of  filming  at  its 
winery-home  in  Napa,  Calif.,  the  Staglin 
family  got  in  excess  of  $100,000— plus 
product  placement  for  its  wines  in  Disney's 
The  Parent  Trap. 

Production  companies  are  willing  to 
pay  well  when  they  find  the  home  they're 
seeking.  Location  manager  Rory  Enke, 
who  selected  Pettier  s  home  from  close  to 
100  other  possible  locations,  explains, 
"The  environment  is  very  often  as  defin- 
ing to  the  characters  in  a  story  as  what 
they're  wearing  and  what  they  look  like." 

When  Matthew  Leffers  of  San  Fran- 
cisco opened  his  home  to  the  crew  of 
Reese  Witherspoon's  Just  Like  Heaven,  he 
discovered  he  didn't  have  to  quibble  over 


price.  "When  Rory  [the  film's  location 
manager]  came  over,  I  was  all  ready  to 
negotiate,"  he  recalls.  "But  then  he  made 
me  an  offer— $2,500  a  day— and  1  nearly 
fell  off  my  chair.  For  that  much,  I  said  I'll 
bring  doughnuts  every  morning  and  give 
backrubs  to  anyone  who  wants  one." 

Neither  Leffers'  catering  nor  his  mas- 
sage skills  were  called  upon,  but  he  paid  a 
price — in  privacy.  Kohle  Yohannan, 
whose  home  starred  in  the  2003  Julia 
Roberts  flick,  Mona  Lisa  Smile,  among 
others,  explains,  "Having  100-plus  people 
in  your  house  and  everything  you  own 
being  knocked  down  by  lighting  is  some- 
thing that  you  have  to  think  about.  You 
have  to  be  ready  to  make  it  their  house." 

Debbie  Regan,  president  of  New  York's 
Debbie  Regan  Locations,  adds,  "If  you're 
the  type  of  person  who  is  driven  crazy  by 
a  plumber  coming  in  to  fix  a  leak,  you 
should  forget  about  a  film  shoot."  How 
can  you  make  sure  you'll  suffer  the  least 

Clockwise  from  top: 
Sets  for  Da  Vinci, 
Mona  Lisa, 
Just  Like  Heaven. 


his  home's  interior  was  the  biggest  draw 
"We  had  done  substantial  renovations  tc 
the  whole  house,  but  the  one  thing  w< 
hadn't  done  yet  was  the  interior — th< 
painting,  floors  and  all  that,"  he  explains 
"So,  we  figured:  What  better  timing?" 

Once  a  location  manager  has  had  i 
positive  experience  with  an  owner,  offer; 
from  other  managers  often  follow,  and  £ 
properly  can  find  itself  in  demand.  Sinc< 
Leffers'  San  Francisco  Victorian  debutec 
in  Just  Like  Heaven,  he  has  beer 
approached  by  several  other  scouts.  Th< 
home  has  been  used  for  a  variety  o: 
shoots,  including  print  ads  for  Potter) 
Barn,  Restoration  Hardware  and  Victoria! 
Secret's  Pink  line.  "We've  basically  mad< 
the  mortgage  payments  for  a  couple  o: 
years,"  says  the  happy  owner,  referring  tc 
the  extra  revenue. 

Want  to  get  a  leg  up  on  the  competi- 
tion? List  your  home  with  your  local  filn 
commission  and  ask  for  a  list  of  locatior 


vexation?  Include  conditions  in 
your  contract:  for  example,  a  pro- 
hibition against  any  eating,  drink- 
ing or  smoking  in  your  home, 
unless  called  for  by  the  script. 

Compensation  typically  includes  more 
than  just  the  hefty  check.  Film  companies 
try  to  leave  a  home  in  the  same  condition 
as  they  found  it— or  better.  If  a  deck  had 
to  be  added  (with  your  permission),  you 
get  to  keep  it.  Homes  have  gotten  every- 
thing from  a  fresh  coat  of  paint  to  an  over- 
haul of  their  landscaping. 

For  Pettier,  getting  money  to  complete 


agencies.  Such  agencies  act  as  agents  for 
your  house,  aggressively  promoting  it  in 
exchange  for  taking  a  cut  of  10%  to  30% 
from  the  shooting  fee. 

To  read  the  experiences  of  ten  home 
owners  who  welcomed  Hollywood  into 
their  living  rooms  (plus  photos  of  their 
properties,  including  the  17th-century 
chateau  used  for  The  Da  Vinci  Code),  visit 
www.forbes.com/moviehomes.  F 
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SONY 

motivation .  sony.com 
800.833.6302 


Bath  &  BodyWorks 

bathandbodyworks.com/corporatesales 
800.688.7075 


Btl 


'  "Foot  Locker 

f ootlockergiftcard .  com 
800.690.5996 


UBULOVA 

bulova-wittnauerspecialmarkets.com 
800.423.3553 


SAFEWAY© 


gift .  cards@safeway.  com 
866.568.2747 


CORPORATE  SALES 

sharperimage.com/corporatesales 
800.344.9919 


•day  we  know  better. 

i  know  that  incentive  programs  using  recognized 
inds  are  the  best  way  to  increase  employee  and 
npany  performance,  sometimes  by  up  to  44%*. 
The  Motivation  Show,  you'll  find  over  2,000 
libitors  of  brand  name  merchandise  and  exciting 
je\  and  meeting  destinations,  plus  a  series  of 
rkshops  and  seminars  on  effective  incentive 
d  recognition  program  planning.  So  don't  be 
:  in  the  past.  Register  today. 


Sept.  ju 


sept.  26.00 


McC 


26~&,  2006 
Z^'ck  Place 


earch  findings  from 
earch  and  Best  Prac 


Incentives,  Motivation  and  Workplace  Performance: 

in  es,  sponsored  by  The  International  Society  for  Performance  Improvement 


www.info-now.com/home_depot 
877.423.3005  (option  1) 


Canon 

imageANYWARE 

info-now.com/canon 
.  866.50.CANON 


CONNECT  WITH  MEDIA 
MOGULS  AND  A-PLAYERS 

(ENTOURAGE  NOT  REQUIRED.) 

MEET  2006: 

CLOSNG  THE  CHASM  BETWEEN  ENTERTAINMENT  &  TECHNOLOGY 

This  October  join  Forbes  editors,  media  moguls  and  influential  leaders 
in  business,  technology  and  entertainment  to  explore  experiential 
changes  in  TV,  radio,  film,  music,  video  games,  politics  and  more. 

'  *  f  •     ;  'A:*- *        '  *  %  *  ' 

Don't  miss  this  opportunity  to  get  the  inside  scoop  from  those  who  know 
about  media  and  technologies  that  promise  to  change  our  world. 

* ' -■•  ^Kr-  *  •  f  -  -1    %    4'-  *    *    T  t. 

October  24-25,  2006 

The  Beverly  Hills  Hotel  |  Beverly  Hills,  CA 

■    '0-''  m  *  ■  Is 

•        m  m.         :      v  + 

*     V     ,  FEATURED  SPEAKERS  INCLUDE: 


BARRY  DILLER 
Chairman  &  CEO 
IAC/lnterActiveCorp; 
Chairman,  Expedia 


MICHAEL  EISNER 
Former  CEO 
The  Walt  Dis 
Company 


CHAD  HURLEY 
CEO  &  Co-Found 
YoiiTube 


DANIEL  ROSENSWEI 
f  Operating  Offict 
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005  PGA  TOUR  Year  in  Review 

3  National  Watch  &  Diamond 

tchange 

215-627-5626 

vvw.nationalwatch.com 

rea  Development 

3  Michigan  Economic  Development 
orp. 

ww.michigan.org 

utomotive 

3  Acura 

800-To-Acura 

ww.acura.com 

3  Hyundai  Motor  America 

enewAZERA.com 

1  Lincoln  Mercury 

ww.lincoln.com 

usiness  Classified 

3  AHM  Mortgage 
888-531-7888 

ww.AmericanHm.com/george.hart 

3  ARBOC,  Inc. 

772-546-7888 

3  Capstone  Business  Credit,  LLC 

212-755-3636 

ww.capstonetrade.com 

3  Forrest  Blau 

707-889-1360 

ww.awesome-ranch.com/forbes 

)  GW  Equity 

877-213-1792 

ww.gwequity.com 

3  Holiday  Timeshares  Resales 

800-704-0307 

ww.holidaygroup.com 

)  Life  Quotes,  Inc. 

800-441-0072 

ww.lifequotes.com 


^  Ray  Miller  -  RKM  Ranch 

Investments,  LLP 

1-608-524-0365 

www.raymiller.ws 

^3  Ritchie  Bros.  Auctioneers 

1-651-345-GOLF 

www.rbauction.com 

^9  ROI  Financial 

1-815-206-5139 

www.roifinancial.com 

^  S.  Eric  Johnson 

1-918-397-0718 

^3  Sun  Valley  Farm 

1-859-879-8068 

www.sunvalleymares.com 

^  Worldwide  Business  Consultants 

1-800-733-2191 

www.corbettandkish.com 

Business  Services 

^  Ensemble  Workforce  Solutions, 
An  Axium  International  Company 
1-888-828-2750 
www.ensemblemsp.com 

Computer/Technology 

^  Tata  Consultancy  Services 
www.tcs.com 

Consumer  Products/Services 

^  LG  Electronics 

1-800-243-0000 

www.lge.com 

Content  Management 

^9  Hewlett-Packard 
www.hp.com/go/colorprinter 

Financial  Services 

^9  ETRADE  Financial 

1-800-731-5220 

www.etrade.com 


Franklin  Templeton  Investments 
1-800-FRANKLIN 
www.frankIintempleton.com 

T.  Rowe  Price  Retirement  Funds 
1-866-349-5897 
www.troweprice.com/ start 
for  the  labels  please  use  074082RETC 
^  T.  Rowe  Price  Retirement  Funds 
1-866-349-5896 
www.troweprice.com/start 
for  the  labels  please  use  07408 1RETC 

Hotels 

^  Shangri-La  Hotel,  Singapore 

www.shangri-la.com 

^9  Shangri-La  Hotels  &  Resorts 

www.shangri-la.com 

Tourism 

^9  Sentosa  Leisure  Group 
www.sentosa.com.sg 

Travel 

Singapore  Airlines 
1-800-742-3333 
www.singaporeair.com 
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Real  Estate  Auction 


Huge  Unreserved 

Real  Estate  Auction 


Hale  Irwin-designed  golf  course 
100+  home  sites 
200+/-  acres  undeveloped  land 
Single  family  homes  &  condos 

in  beautiful  Lake  City,  Minnesota. 


rb  RITCHIE  BROS. 

Auctioneers 


rbauction.com  or651-345-GOLF 


Ranch  Real-EstaU 


RARE  OPPORTUNITY 

Buy  into  a  magnificent  2,100  acre,  150 
year  old  ranch  in  beautiful  wine  country  in 
northern  California.  Enjoy  as  a  country 
club  or  try  to  buy  it  all.  Millions  could  be 

made  planting  new  vineyards  and 
subdividing  into  100  acre  mini  ranches. 

www.awesome-ranch.com/forbes 


TIMESHARES 


save  up  to.. 


70 


% 

off  retail! 


.  BEST  RESORTS, 
PRICES  &  WEEKS 

.  GREAT  RCI  &  II 
EXCHANGES 

»  FREE  CATALOG 


CALL  800-640-7639 

HOLIDAYGROUP.com/fm 


r  THE  WORLD  IS  SHRINKING!! 


Nanotechnology  is  changing  our  world 
...  ourdothes,  the  military,  science, 
autos,  medical  technology ...  every- 
thing! Ifs  the  irrvestnnent  opportunity 
of  a  lifetime  for  those  who  buy  tomor- 
row's superstars  today.  The  monthly 
Forbes/Wolfe  Nanotech  Report 
puts  you  on  the  right  side  of  history, 
separates  the  true  leaders  from  the 
overhyped.  Subscribe  risk-free  at  just 
$195.  Save  67,5%  and  get  2  valuabte 
Free  Reports.  Satisfaction  guaranteed 
by  Forbes.  Call  800-523-7967  or  go 
to  www.forbeswolfexom/fTb. 
Please  use  savings  code  3N5SAVE 


FULL  SERVICE  MARINA 

326  wet  slips-room  to  expand,  21 .7 
acres,  ship  store,  fuel,  boat  rentals, 
marine  dealership,  complete  service 
department,  mgr.  home,  employee 
housing,  $2.97M. 

918,397.0718 


BACK  PAIN? 

m 

CALL  TOL 

FREE  information  on 
TEED  seat  and  back  supports. 

Posture  Education 

www.postureeducalion.com 

Watches 


NATIONAL  WATCH  &  DIAMOND 
•  BUY  •  SELL  •  TRADE 


OVER  300  PRE-OWNED 

ROLEX  IN  STOCK 
also  Cartier,  Breitling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nationalwatch.com 

8lh  t  Chmlnol  SKieli,  Philo  ,  PA  »wp 


Capital  Available 


Working  Capital 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax) 


tj&rf-  Mortgages 


Luxury  Homes  Lender 


George  Hart 

AHM  Mortgage  -  Nationwide  Lender 
1-888-531-7888 

George.  Hart@Americanhm.  com 

Lending  to  $12,000,000 
Licensed  mortgage  lender  in  all  50  states 


American  Home  Morlgage  Investment  Corp 
Georgia  Residential  Mortgagee  Licensee  2100 
Riveredge  Pkwy  Atlanta  GA  30328  License 
#14650  Licensed  or  Authonzed  Morlgage 
Lender  in  the  Fifty  States  and  the  District  of 
Columbia  AHM  LR#060503331 


You  don't  have  to  win  the 

to  make  it  in  today's 
Thoroughbred  industry. 
Visit  us  online  to  discover  the 
benefits  of  owning/breeding 
Thoroughbreds.  Mares  by 
Seattle  Slew,  Affirmed  and 
Storm  Cat  available.  Solid 
approach  to  the  Sport  of  Kings. 


Original  U.S.  Patent 
Models  1829-1880 

For  Sale  From 
Private  Collection 

Rothschild  Patent 
Model  Collection 
315-655-9367 

E-mail  alan@patentmodel.org 


You  Can  Charge  Your  Ad 


Capital  Available 


attorneys  accountant 

DEALMAKERS  Public  or  privi 
funds  available  for  expansion  < 
projects  with  excellent  manage 
ment  and  growth  potential. 
ARBOC  INC.  772-546-7813 


Business  Opportunitie 


Why  do  You  Nee 
to  Own  a 
Private  Bank? 

Free  Report 

800-733-2191 
WBC 

est.  1991 


BUSINESSES  FOR  SAL 


International  Investment  Banking  Firm 
has  Middle  Market  Businesses  for  Sale 

GW  EQUITY 

Mergers  &  Acquisitions 
877-213-1792 


www.GWEQUITY.com 


Limited  Partners  Being  Accept 

A  few  limited  partnerships  left  for  204ac. 
Working  Recreational  Ranch,  Wl,  80  shar< 
total  number,  fully  secured  by  $4M  of  Ref 
Estate,  $12.5K  investment  per  share.  Poter 
return  $4K+  per  year  on  investment.  Projec 
cash  flow  1st  year,  $1M 
1-877-521-2579 
auction@jvlnet.com  /  www.raymiller.ws 
www.mandmranchandoutfitters.com 


Partners  Wanted 

Gold  at  $600+  per  oz.  High  grade  mint 
ready  to  produce,  potential  6  month  pay 
$400  per  ounce  profit,  25  year  mine  lif 
low  capital  costs,  experienced  operatoi 
rtwattt@yahoo.com 

480-609-8208. 


EARN  12%  INTERES 

Collateralized  by  Land. 
Perfect  for  IRA  Transfers 
Call  -  800-778-6070 

Go  7b  http://www.roifinancial.ee 


Forbes 

Business 
Classified 

For  Advertising  Information 
and  Rates  Contact: 
Media  Options  1-800-442-64' 
mediopt@aol.  com 


Forbes  Subscribers  Service...to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at.. .www.forbes.com/customerservice  or  call...800-888-9 
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lnsure.com 


Life 


Health 


Home 


0  View  instant  quotes  —  over  200  companies! 

0  Buy  from  the  company  of  your  choice 

0  A  quick  and  easy  way  to  shop  for  insurance 

Life  insurance  rates  drop  to  all-time  lows 


Monthly  Rates  for  Females 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

35 

$21 

$44 

$84 

40 

$30 

$66 

$125 

45 

$47 

$110 

$214 

50 

$70 

$168 

$331 

55 

$107 

$260 

$514 

60 

$158 

$388 

$771 

65 

$257 

$637 

$1,269 

70 

$419 

$1,041 

$2,078 

Monthly  Rates  for  Males 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

35 

$21 

$44 

$34 

40 

$30 

$68 

$131 

45 

$47 

$110 

$214 

50 

$75 

$179 

$353 

55 

$124 

$301 

$597 

60 

$198 

$486 

$967 

65 

$414 

$1,027 

$2,050 

70 

$651 

$1,619 

$3,233 

Also  available:  15,  20,  25  and  30  year  level  plans 


"The  premier  Web  site  in  terms  of  details  and  ease  of  use, 
(best  Of  all,  it's  free)"  —  Yahoo!  FINANCE 

"...we'd  recommend  you  do  your  insurance  shopping 
here..."  —  Barron  s 

"New  source  for  best  buys  in  insurance.  One  way  to  get 
to  know  the  market."  —  Kiplinger's  Personal  Finana 

"...provides  rock-bottom  quotes  for  life  insurance... 
this  site  is  flush  with  useful  features."  Forbes.com 


"A  godsend  for  those  who  are  shopping  around  for  the 
best  deal  in  insurance."  —  Independent  Business 

"The  best  Web  site  I've  found..."  —  The  Dallas  Wonting  tews 

"...outstanding  -  as  good  as  a  Web  site  on  insurance  can 
possibly  be.  Hats  off  and  a  gold  star  to  the  top  insurance 

Site  On  the  Web."       Insurance  for  Diamines 

"This...  solution  has  value  for  those  who  prize 
immediacy  and  privacy."     U.S  Vens  &  World  Report 


visit  lnsure.com 

S  Or  call  1-800-441-0072  for  FREE  quotes  and  advice 

Ad  Code:  FORBS  9/06 


NOTE  The  sample  10-year  term  life  Pennsylvania  rates  shown  above  are  not  specific  to  any  individual  person  or  insurer  Please  call  1-800-441-0072 
or  visit  www.insure.com  to  obtain  personal  quotes  specific  to  your  health  history  profile.  Copyright  ©  1984-2006  Quotesmith  com,  Inc..  8205  South  Cass 
Avenue.  Suite  102,  Darien,  Illinois,  60561.  All  rights  reserved  CA  agent  #0A13858,  LA  agent  #200696.  MA  agent  #333509159.  Quotesmith.com.  Inc. 
dba  Insure  com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA  under  agent  #205078  Quotesmith.com,  Inc  dba  Insure  com  Insurance 
Services,  Inc.  in  UT  under  agent  #90093.  Quotesmith  com  dba  lnsure.com  and  Life  Quotes,  Inc.  in  CO. 


THOUGHTS 

On  the  Business  of  Life 


Ifind  as  the  years  pass  that  more  and  more  men  of  achievement  and  wealth  are  becoming  increasingly 
concerned  over  their  reputation,  over  the  regard  in  which  they  are  held  by  their  fellow  men.  They  are 
more  anxious  to  enhance  their  standing  in  public  opinion  than  in  Bradstreet's.  Ifs  a  healthy  sign.  The 
trouble  is,  however,  that  this  solicitude  for  the  publics  esteem  very  often  comes  only  after  a  life  of  self-centered, 
selfish,  grasping  endeavor,  a  life  based  on  the  devil-take-the-hindmost  plane.  —B.C.  FORBES  (1917) 


American  public  opinion  is  like  an 
ocean— it  cannot  be  stirred  by  a  teaspoon. 

—HUBERT  HUMPHREY 


Opinions  are  a  private  matter.  The  public 
has  an  interest  only  in  judgments. 

—WALTER  BENJAMIN 


It  is  a  besetting  vice  of  democracies  to 
substitute  public  opinion  for  law.  This  is 
the  usual  form  in  which  masses  of  men 
exhibit  their  tyranny. 

—JAMES  FENIMORE  COOPER 


If  40  million  people  say  a  foolish  thing 
it  does  not  become  a  wise  one,  but  the 
wise  man  is  foolish  to  give  them  the  He. 

—SOMERSET  MAUGHAM 


Public  opinion,  a  vulgar,  impertinent, 
anonymous  tyrant  who  deliberately 
makes  life  unpleasant  for  anyone  who  is 
not  content  to  be  the  average  man. 

—WILLIAM  R.  INGE 


No  one  can  have  a  higher  opinion 
of  him  than  I  have,  and  I  think  he's  a 
dirty  little  beast. 

—WILLIAM  S.  GILBERT 


Few  people  are  capable  of  expressing 
with  equanimity  opinions  which  differ 
from  the  prejudices  of  their  social 
environment. 

—ALBERT  EINSTEIN 


Tell  your  boss  what  you  think  of  him, 
and  the  truth  will  set  you  free. 

—ANONYMOUS 


Compulsory  unification  of  opinion 
achieves  only  the  unanimity  of  the 
graveyard. 

—JUSTICE  ROBERT  JACKSON 


Nothing  is  more  conducive  to  peace  of 
mind  than  not  having  any  opinions  at  all. 

— GEORG  C.  LICHTENBERG 


The  world  is  governed  by  opinion. 

—THOMAS  HOBBES 


Man  tends  to  treat  all  his  opinions 
as  principles. 

—HERBERT  AGAR 


Public  opinion  is  a  compound  of  folly, 
weakness,  prejudice,  wrong  feeling, 
right  feeling  obstinacy  and  newspaper 
paragraphs. 

—SIR  ROBERT  PEEI 


/  don't  like  my  music,  but  what  is  my 
opinion  against  that  of  millions  of  others? 

—FREDERICK  LOEWi 

What  we  call  public  opinion  is  generally 
public  sentiment. 

—BENJAMIN  DISRAELI 


The  sound  of  tireless  voices  is  the  price  we 
pay  for  the  right  to  hear  the  music  of  our 
own  opinions. 

— ADLAI  STEVENSON 


A  point  of  view  can  be  a  dangerous 
luxury  when  substituted  for  insight 
and  understanding. 

—MARSHALL  MCLUHAK 


For  we  hear  that  there  are 
some  which  walk  among  you 
disorderly,  working  not  at  all, 
but  are  busybodies. 

—II  THESSALONIANS  3:11 

Sent  in  by  Vincent  Wessel,  Elizaville,  N.Y 


September  4,  2006  •  Volume  1 78  •  Number  4  FORBES  (ISSN  001 5  691 4)  is  published  biweekly,  monthly  in  August,  with  an  extra  issue  in  April  and  October,  by  Forbes  Inc.,  60  Fifth  Ave., 
New  York,  NY  10011.  Periodicals  postage  paid  at  New  York,  NY  and  at  additional  mailing  offices.  Canadian  Agreement  No.  40036469.  Return  undeliverable  Canadian  addresses  to 
74962  Bath  Road,  Mississauga,  ON  L4T  1L2.  GST  #  12576  9513.  RT.  POSTMASTER:  Send  address  changes  to  Forbes  Subscriber  Service,  P.O.  Box  5471,  Harlan,  IA  51593-0971.  Forbes  Subscriber 
Service  is  available  online.  To  subscribe,  change  your  address  or  for  other  assistance,  please  visit  www.forbes.com/customerservice.  Or  write  to  Forbes  Subscriber  Service,  P.O.  Box  5471 ,  Harlan, 
IA  51 593-0971  MAILING  LIST:  We  make  a  portion  of  our  mailing  list  available  to  reputable  firms.  If  you  prefer  that  we  not  include  your  name,  please  write  us.  Copyright  ©  2006  Forbes  Inc.  All 
rights  reserved.  Title  is  protected  through  a  trademark  registered  with  the  U.S.  Patent  &  Trademark  Office. 


176  FORBES 


SEPTEMBER  4,  2006 


now 


Wireless  email 


is  a  business  tool, 
not  a  perk. 

Give  your  employees  the  tool  to  keep  them 
connected  even  when  they're  out  of  the  offic 
Give  them  Cingular's  real-time  wireless  emai 
watch  productivity  skyrocket.  Give  them  now 


>  Solutions  are  easy  to  implement  and  scalable  to 
meet  a  business's  growing  needs. 

>  Triple  data  encryption  ensures  critical  information 
stays  secure. 

>  24/7  customer  support  for  worry-free  service. 

>  From  the  #1  provider  of  wireless  email  for  business 

>  Runs  on  ALLOVER™  the  largest  digital  voice  and 
data  network  in  America. 


I  and 


CINGULAR  8125 


CINGULAR     MAKES     BUSINESS     RUN  BETTER 


Call  1-866-4CWS-B2B     Click  www.cingular.com/wirelessemail     Contact  your  account  representative 


Xcinqular 

raising  the  barr.iill 


The  ALLOVER  network  covers  over  273  million  people  and  is  growing.  Coverage  not  available  in  all  areas  Certain  email  systems  may  require  additional  hardware  and/or  software  to  access 

©2006  Cingular  Wireless.  All  rights  reserved. 


-  They  said  give  up. 
They  said  it  couldn't  be  done. 
They  said  I'd  regret  it. 
They  were  wrong. 
My  dream  is  to  rise  to  every  challenge, 

And  from  up  here, 

s  look  like  molehills. 


reducing  the 
ddenly,  even 


Industries  targeted.  Clients  understood. 
Needs  anticipated.  It's  what  we  do  for  clients. 


•SSC  CedaRtaiK-Li' 

$1  Billion 

Interest  Rate  Swap 


Lead  Arranger 

July  2006 


I 


'  CedaRfalrcLP. 

$1.9  Billion 

Bridge  Loan -Paramount 
Parks  Acquisition 


Co-Underwriter  & 
Collateral  Agent 

July  2006 


S5S."  Cedan,raii<LP 

$77  Million 

Follow-On  Offering 


Lead  Bookrunner 

July  2004 


•SSk  CedaRiaiRLi' 

$50  Million 

Bridge  Loan -Geauga  Lake 
Acquisition 


Lead  Arranger  & 
Administrative  Agent 

April  2004 


!!!.'  Cedai<raiK.LP 

Multiple  Revolving 
Credit  Facilities 


Lead  Arranger  & 
Administrative  Agent 

1987-2006 


!!!.'  U'J.]r'  Mil  -  .  I 

$160  Million 

Initial  Public  Offering 


Co-Manager 

April  1987 


<$H-"irsi  Potomac 


$94.7  Million 

Follow-On  Offering 


Sole  Bookrunner 

July  2006 


^1-iK.sr  Potomac 


$75  Million 

Private  Placement 


Placement  Agent 

June  2006 


^ First  POTOMAC 


$125  Million 

Unsecured  Line  of  Credit 


Lead  Arranger  & 
Administrative  Agent 

April  2006 


^ First  Potomac 


$83.6  Million 

Follow-On  Offering 


Sole  Bookrunner 

October  2005 


^  First  Potomac 


$97  Million 

Follow-On  Offering 


Sole  Bookrunner 

June  2004 


first  Potomac 


$112.5  Million 

Initial  Public  Offering 


Co-Lead  Manager 

October  2003 


KeyBanc  Capita!  Markets  is  a  division  of  McDonald  Investments  Inc.,  member  NYSE/NASD/SIPC,  and  a  trade  name  under  which  corporate  and 
investment  banking  services  of  KeyCorp  and  its  subsidiaries,  including  McDonald  Investments  Inc.  and  KeyBank  National  Association,  are  marketed.  It 
is  not  a  legal  entity.  Securities  products  and  services  are  provided  by  McDonald  Investments  Inc.  and  its  licensed  securities  representatives,  vvk-3  may 
also  be  employee  -  of  KeyBank  National  Association.  Banking  products  and  services  are  offered  by  KeyBank  National  Association. 


CONSUMER 


ENERGY 


FINANCIAL  SERVICES 


DIVERSIFIED  INDUSTRIES 


OhioEdison 

A  FirstEnergy  Company 

$600  Million 

Senior  Notes 


Co-Manager 

June  2006 


RrstEnergy 
$103  Million 

Pollution  Control  Revenue 
Bonds 


Book  Running 
Senior  Manager  & 
Remarketing  Agent 

April  2006 


FirstEnergy 
$255  Million 

Direct  Pay  Letter  of  Credit 


Joint-Lead  Arranger  & 
Syndication  Agent 

April  2006 


FirstEnergy 


Sold  a  majority  interest  in 


ARCLIGHT 

Exclusive  Sell-Side 
Advisor 

March  2006 


FirstEnergy 

Sold 

®  Cranston 

to 

Cranston  Acquisition 
Group,  Inc. 

Exclusive  Sell-Side 
Advisor 

June  2005 


FirstEnergy 


Sold 
Elliott-Lewis 


to 


WRS  Acquisition  Corp. 

Exclusive  Sell-Side 
Advisor 

March  2005 


$75  Million 

Senior  Credit  Facility 

$80  Million 

Preferred  Ships  Mortgage 


Sole  Lead  Arranger 

March  2006 


$34  Million 

Follow-On  Equity 

Unit  Offering 
Bought  Transaction 


Sole  Manager 

October  2005 


K£J9 

$155  Million 

Senior  Credit  Facility 


Sole  Lead  Arranger 

November  2005 


$85.2  Million 

Initial  Public  Offering 


Co-Manager 

January  2004 


CAPITAL  IDEAS  from  KeyBanc  Capital  Markets:" 

At  KeyBanc  Capital  Markets  we've  made  a  focused  commitment  to  companies  in  select  industries. That  focus  means 
we  can  go  deep.  We  can  uncover  opportunity  and  present  ideas  that  are  relevant  and  actionable.  Our  integrated 
structure  leverages  the  entire  resources  of  the  bank  to  help  us  move  quickly.  It's  an  approach  that  builds  value  for 
hundreds  of  companies.  And,  so  it  seems,  relationships. 

For  more  information,  contact  Christopher  M.  Gorman,  Executive  Vice  President,  at  216-689-3300,  or  go  to  www.Key.com/kbcm 

KeyBanc 

Capital  Markets 


FINANCIAL  SPONSORS  HEALTHCARE  INDUSTRIAL  REAL  ESTATE  TECHNOLOGY 


They  said  give  up. 
They  said  it  couldn't  be  done. 
They  said  I'd  regret  it. 
They  were  wrong. 
My  dream  is  to  rise  to  every  challenge. 
And  from  up  here, 
all  the  mountains  look  like  molehills. 


Raising  the  industry  bar  also  me< 


At  Samsung,  we  realize  that  to  succeed  in  business  we  must  also  succeed  in  life. 

From  our  point-of-vic  it's  not  enough  to  build  products  that  set  performance  standards.  It's  also 
important  to  help  oth  =>l  as  well.  Our  Dream  Tree  program  in  Kenya  is  one  of  the  ways  in  which 

we  do  just  that.  With  c  promising  athletes  run,  jump,  throw  and  vault  their  way  towards 

their  aspirations.  Helping  ■  dreams  come  true  for  young  people  is  something  we  will  continue 

to  strive  for.  And  one  exa  cere  commitment  to  making  this  a  better  world. 


A  better  world  is  our  business. 


i 


Your  enterprise  information  is  exploding, 
along  with  the  demands  to  make  it  all  mobile. 

NOW  IT'S  UP  TO  YOU  TO  MAKE  IT  WORK. 


When  businesses 
;et  serious  about 

INFORMATION 
MANAGEMENT 
AND  MOBILITY 

they  get  Sybase. 


Ready  to  get  serious  about  taking  your  data  infrastructure  to  the  next  level?  Choose  the  company  that  81  of 
Fortune  100  organizations  rely  on  to  securely  deliver  decision-ready  information  to  the  point  of  action  while 
providing  the  IT  control  you  need:  Sybase.  Our  modular  software  helps  your  IT  staff  to  break  down  the  complex 
barriers  in  your  data  flow,  ensuring  information  moves  seamlessly  and  securely  between  data  sources  and  points 
of  action.  So  if  you're  ready  to  make  the  Unwired  Enterprise  a  reality  let  Sybase  help  you  deliver  some  serious  results. 
To  learn  more,  visit  www.sybase.com/getserious10 


Copyright  ©2006  Sybase.  Inc.  All  rights  reserved  Sybase  and  the  Sybase  logo  are  trademarks  of  Sybase.  Inc. 

®  indicates  registration  in  the  United  States  of  America.  All  product  and  company  names  are  trademarks  of  their  respective  owners 


Sybase 


The  world 
is  your  oyster. 

O  Fidelity  can  help  you  find  the  pearls. 

78%*  of  the  world's  investment  opportunities  lie  outside  of  the  U.S.  That's  why  we 
have  over  350  analysts  stationed  all  over  the  world.  No  one  else  comes  close  to 
that  kind  of  coverage.  The  chart  to  the  right  shows  the  fruits  of  our  international 
labor.  Look  for  our  new  fund,  the  Fidelity  Internationa!  Value  Fund. 


'  Total  returns  are  histo 
'  Prior  to  October  I,  2004 

historical  performance  may  I 
*Source:  Morgan  Stanley  Capita1 


is  changes  in  share  value  and  reinvestment  of  dividends  and  capital  gains,  if  any. 
>nai  Discovery  Fund  operated  under  certain  different  investment  policies.  Accordingly,  the  f 
vestment  policies. 

'•'•national  (MSCI)  (front  Factset)  as  of  3/31/2006. 


AVERAGE  ANNUAL  TOTAL  RETURNS 

as  of  6/30/061 

1  year             5  year             10  year 

I 

idelity  International  Discovery  Fund2 

26.99%          13.10%  10.49% 

idelity  Overseas  Fund 

29.13%           8.53%  7.49% 

idelity  Europe  Fund 

25.28%          12.56%  10.60% 

Fidelity  International  Value  Fund 


ormance  data  shown  represents  past  performance  and  is  no  guarantee  of  future  results.  Investment 
-n  and  principal  value  will  fluctuate,  so  you  may  have  a  gain  or  loss  when  shares  are  sold.  Current 
ormance  may  be  higher  or  lower  than  that  quoted.  Visit  us  online  at  Fidelity.com/performance  for 
t  recent  month-end  performance. 

ids  above  charge  a  short-term-trading  fee  of  1.00%  for  shares  held  less  than  30  days. 

jn  investments  involve  greater  risks  than  U.S.  investments,  including  political  and  economic  risks  and  the  risk  of  currency 
ations,  all  of  which  may  be  magnified  in  emerging  markets. 


Call  us  today  at  1.800.FIDELITY 


>re  investing,  consider  the  fund's  investment  objectives,  risks,  charges,  and  expenses, 
itact  Fidelity  for  a  prospectus  containing  this  information.  Read  it  carefully. 

ty  Brokerage  Services,  Member  NYSE,  SIPC  431139.3 


We  are  proud  to  be  recognized  for  providing  "An  Outstanding 
Customer  Service  Experience"  by  the  J.D.  Power  and  Associates 
Certified  Technology  Service  and  Support  Program. 

There's  a  new  way  to  look  at  it. 
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2006  Mutual  Fund  Survey 


142  ETF-O-Mania 

They're  red-hot  these  days  because  folks  think  they  don't 
charge  much.  That's  not  always  true.  Here's  what  to  watch 
out  for.  By  Michael  Maiello  and  Megan  Johnston 

1 52  I  The  Road  Less  Expensive 

Fees  are  shrinking  at  some  mutual  funds.  But  your  own  bill 
might  not  get  smaller.  By  Chana  R.  Schoenberger 

155  |  Spitzer  Be  Damned 

What's  a  better  way  of  keeping  fund  costs  down:  lawsuits 
or  plain  old  price  competition?  By  Michael  Maiello 

158  |  What's  in  a  Name? 

Investing  aftertax  money  wisely  in  mutual  funds  is  tricky. 
Hint:  Beware  of  many  so-called  tax-efficient  funds. 
By  Laura  Saunders 

162  |  Look,  No  Handcuffs! 

Most  bond  fund  managers  are  restricted  to  buying  one 
type  or  maturity.  Not  Carl  Kaufman.  By  James  M.  Clash 

1 64  |  Survivor  Alert 

Time  was,  only  a  spouse  got  good  tax  treatment  inheriting 
a  401(k).  But  the  law  just  changed  to  benefit  ether  heirs. 
By  Ashlea  Ebeling 

168  I  The  Honor  Roll 

Conservative  contrarians:  How  Delafield  Fund  prospers 
from  buying  unloved  stocks.  By  William  Heuslein 

170  |  Cut  to  the  Chase 

We  set  our  standards  high  to  find  great  funds  to  hold  for 
the  long  term.  Here's  how  we  determined  the  Honor  Roll. 
By  William  Heuslein 


172  |  Best  Buys 

Funds  with  low  costs  and  reasonable  performance. 

186  Family  Counseling 

Who's  better — Fidelity  or  Janus?  By  John  Chamberlain 

188  |  The  Outer  Limits 

Some  of  these  funds  go  well  beyond  the  ordinary;  some 
are  even  extraordinary.  While  others  are,  well,  just  beyond 
the  pale.  By  John  Chamberlain 

192  U.S.,  Global  and 

Foreign  Stock  Tables 

202  |  Booby  Prize 

The  Managers  20  fund  has  a  concentrated  portfolio  ...  of 
bad  stocks.  By  Megan  Johnston 
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TheStandard 

Positively  different. 

Insurance.  Retirement. 
Investments  &  Advice. 


DISABILITY        LIFE  DENTAL 

Employees  depend  on  you  to  make  the  right  decisions  about  their  benefits.  You  can 
count  on  us  for  financial  strength,  security  and  superior  service.  After  all,  we've  been 
providing  them  to  our  customers  for  100  years.  For  group  disability,  life  and  dental 
insurance,  we  are  The  Standard.  800.633.8575     Standard. com 


The  Standard  is  a  marketing  name  for  StanCorp  Financial  Group,  Inc.  and  subsidiaries.  Insurance  products  are  offered  by  Standard  Insurance  Company  of 
Portland,  Ore.  in  all  states  except  New  York,  where  insurance  products  are  offered  by  The  Standard  Life  tnsurance  Company  of  New  York  of  White  Plains,  N.Y 
Investment  services  are  offered  through  StanCorp  Investment  Advisers  of  Portland,  Ore.  Product  features  and  availability  vary  by  state  and  company,  and  are 
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Some  folks  barbeque  for  fun.  Others  do  it  for  a  living.  Something 
they  all  share  are  tough  standards  for  the  ribs,  pork  shoulders 
and  boneless  loins  they  use.  Cargill  learned  from  chefs  and 
grocers  that  people  want  more  flavorful  pork  that  cooks  up 
tender  and  juicy.  We  developed  it  using  special  feeds,  growing 
processes  and  selection  techniques.  Barbeque  enthusiasts  say 
they  like  the  new  pork.  What  they  won't  tell  us  are  their  secrets 
for  cooking  it.  This  is  how  Cargill  works  with  customers. 
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}  DESTINATION  IS  MORE  IMPORTANT 
HAN  THE  LAST  ONE  OF  THE  DAY. 


At  Netjets,  caring  for  our  fractional  aircraft  owners  is  the 
foundation  of  everything  we  do.  We  employ  only  the  most 
experienced  and  well  trained  pilots,  and  provide  the  largest  and 
most  diversified  private  jet  fleet  in  the  world.  As  a  Netjets 
Owner  you  can  count  on  us  to  get  you  where  you're  going  and 
back  on  your  schedule.  Because  we  know  there's  someone  at 
home  who's  counting  on  you.  To  make  Netjets  part  of  your  life, 
call  1-877-356-0754  or  visit  www.netjets.com. 


NETJETS9 

Make  every  moment  count 


©  2006  Netjets  Inc.  [  Netjets  is  a  Berkshire  Hathaway  company. 
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The  Tax-Wise  Dartboard 

THERE  IS  SOMETHING  TO  BE  SAID  FOR  PASSIVE  INVESTING 
Put  your  money  into  an  index  fund  mimicking  the  whole  markei 
and  just  forget  about  it.  No  fretting  about  the  stock  you  sold  toe 
soon  or  the  stinker  you  are  going  to  unload  just  as  soon  as  it  get; 
back  up  to  what  you  paid.  Money  management  costs  are  mini- 
mal, not  much  more  than  0.1%  of  assets  annually. 

If  that's  just  a  little  too 
simpleminded   for  you, 
consider  the  alternative 
portfolio  presented  along- 
side. These  are  all  tickers  for 
exchange-traded  funds,  fixed  bas- 
kets of  securities  traded  like  stocks 
and  intended  to  track  a  particular 
index  or  subindex.  There's  a  cer- 
tain randomness  here,  candidly 
alluded  to  with  the  dart,  but  fairly 
good  balance,  too.  Its  a  30-40-50  mix. 
You  put  $30,000  into  bonds,  $40,000 
into  exotic  things  like  commodities  and 
foreign  stocks,  and  $50,000  into  U.S.  stocks.  That's 
for  a  $120,000  model  portfolio.  Add  zeros  to  suit  your  needs. 

Why  take  a  simple  concept  like  indexed  investing  and  make  i 
more  complicated  (and  slightly  more  expensive)?  By  carving  uf 
your  portfolio  you  get  more  opportunities  for  what  is  called  los; 
harvesting.  That  means  culling  losers,  realizing  tax-deductiblt 
capital  losses.  Sell  a  loser  after  holding  it  for  less  than  a  year  anc 
you  have  a  short-term  capital  loss,  which  can  absorb  any  amoun 
of  capital  gains  (from,  say,  the  sale  of  your  vacation  home)  plu; 
up  to  $3,000  of  your  ordinary  income  per  year  (namely,  youi 
salary).  Replace  the  deleted  positions  with  similar  ones,  or,  if  yoi 
can  stand  to  wait  31  days,  with  the  identical  ETFs.  Unused  capita 
losses  can  be  carried  forward.  Ideally,  you  would  hang  on  to  youi 
winners  indefinitely. 

And  why  these  ETFs?  I  threw  in  the  finance  one  becaus< 
banks,  being  boring,  may  be  underweighted  in  your  portfolio 
Sweden,  in  the  hope  that  it  will  become  less  socialistic;  Honj 
Kong,  as  a  gateway  to  China;  energy,  so  that  you  can  shrug  of 
$3  gas;  bonds,  because  Gary  Shilling  just  might  be  right  abou 
deflation;  gold,  because  James  Grant  may  be  right  about  inflation 

The  tax  angle  could  backfire.  A  year  hence  every  one  ot  youi 
positions  is  in  the  plus  column  and  there  are  no  short-term  losse; 
to  grab.  Probably  you  can  live  with  that  outcome. 

I'll  put  my  money  where  this  column  is.  In  a  few  weeks  I'l 
buy  these  and  report  later  on  the  results.  For  more  on  ETFs,  se< 
the  article  by  Michael  Maiello  and  Megan  Johnston  on  page  142 
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Readers  Say 

READERS@FORBES.COM 


Sensitive  issues  demand  sensitive  treatment.  Below  is  a  sampling  of  the  letters 
we  received  in  response  to  "Don't  Marry  Career  Women"  a  piece  that  recently 
appeared  on  Forbes.com  (see  Fact  &  Comment,  p.  35);  the  rest  can  be  found  at 
forbes.com/careerletters.  —STEVE  FORBES 


Holy  freakin'  cow.  There  are  sooo  many 
things  wrong  about  this  article.  Basically 
all  of  us  women  that  can  make  it  on  our 
own  are  screwed  when  it  comes  to  the 
ideal  of  a  successful  future  relationship. 
That  because  we  make  more,  they'll  feel 
emasculated;  that  because  we're  smart, 
we'll  cheat.  That  because  we'll  be  earning 
money  we  won't  have  time  to  sweep  the 
floor.  And  never  mind  the  fact  that 
there's  another  human  being  in  the 
house  who  can  also  hold  a  broom.  That 
men  should  essentially  look  for  TJ  Maxx 
cashiers  who  will  do  anything  for  them 
because  they  hold  the  pocketbook.  I 
want  to  break  something.  Or  at  the  very 
least  find  that  job  opening  at  Tastee 
Freez  and  get  myself  a  man! 

CRISTY  RHOADS 
New  York,  N.Y. 

Maybe  this  author  should  do  his 
homework.  Why  don't  you  look  at  a 
recent  study  funded  by  the  National 
Institute  of  Mental  Health  about  the 
new  American  family?  Working  cou- 
ples with  children  are  happier  and 
healthier  than  the  traditional  Ozzie- 
and- Harriet  family.  In  fact,  children  of 
two-career  couples  are  doing  well. 
Maternal  employment  has  had  no  uni- 
form effect  on  child  development. 
Also,  there  are  no  significant  differ- 
ences between  the  children  of 
employed  and  unemployed  mothers. 

BHARATHI  SETHUMADAVAN 
New  York,  N.Y. 

I'm  a  33-year-old,  attractive,  single  woman 
with  a  successful  career.  I'm  also  a  nice, 
honest,  loyal  person  who'd  gladly  have  a 
family  and  stay  home  with  my  kids.  I'd  be 
a  great  catch  for  any  man  who  wants  to 
marry.  And  I'm  pretty  disgusted  with  your 
article.  You  list  a  lot  of  marriage  problems 
and  blame  them  all  on  the  women  in- 
volved. Do  women  sometimes  cheat? 


Sure,  but  I  guess  it  didn't  occur  to  you  that 
men  cheat  just  as  much — if  not  more.  Are 
career  women's  houses  dirtier?  I'm  not  even 
sure  how  one  would  begin  to  back  up  this 
assertion  with  any  hard  evidence.  Maybe 
men  could  contribute  more  effort  to 
keeping  the  house  up  when  their  wives  are 
working  two  full-time  jobs.  I  guess  we've 
not  come  so  far  after  all. 

ELYSIA  FRANTY 
Houston,  Tex. 

I've  been  upset  by  many  articles  before 
but  none  to  the  point  that  I  am  with  this 
one.  Are  you  kidding  me?  What  year  is 
this?  Does  it  surprise  me  that  this  is 
written  by  a  man?  Or  would  that  be 
stereotypical  because  I'm  a  career 
woman?  Clearly  there  are  reasons  foi 
breakups  and  divorces  in  this  world,  bul 
not  because  a  woman  has  a  career!  The 
data  that  you  use  to  back  up  your  article 
are  a  mishmash  and  also  skewed.  Dc 
know  that  I  find  this  article  insulting  and 
disgusting! 

BRIGID  CONWAY 
Chicago,  III. 

Just  as  you  cite  studies  to  bolster  youi 
argument  that  career  woman  are  "more 
likely  to  cheat,"  I  can  produce  coundess 
studies  that  state  that  stay-at-home 
moms  are  more  likely  to  cheat  due  tc 
severe  boredom  and  more  likely  to  suf- 
fer from  depression  than  working 
women.  They  feel  more  disconnected 
from  the  world,  as  well  as  a  deeper  sense 
of  dissatisfaction  with  their  marriage 
because  a  husband  with  a  career  spends 
more  time  working  at  the  office  than 
working  on  his  relationships  at  home.  II 
takes  two  to  tango.  Regardless  of  educa- 
tional background  and  career  success, 
both  parties  need  to  continually  reinvent 
their  relationship. 

NICOLE  ROGERS  SCHMIRLER 
Waukesha,  Wis. 
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Readers  Say 


Hooray  For 
Hollywood 

I  am  struck  by  professor  Steven  Pinker's 
"Of  Chicks  and  Frogs"  ("On  My  Mind," 
Aug.  14,  p.  40),  both  in  terms  of  his 
unblinkered  fundamentalism  regarding 
evolution  and  his  frustration  with  Holly- 


wood's apparent  spinelessness  for  not 
integrating  evolutionary  teaching  into 
nature  movies  like  March  of  the  Penguins 
and  Winged  Migration.  Pinker  bases  his 
argument  on  the  remarkable  notion  that 
evolution  is  the  cornerstone  of  biology, 
then  blames  the  absence  of  evolutionary 
teaching  in  movies  on  religious  forces  "cor- 


rupting" science  education.  He  bemoan; 
the  lost  opportunities  to  preach  evolution 
noting  that  the  only  message  conveyec 
by  these  supposedly  educational  media 
"Cute  animals  do  weird  things." 

Come  on!  Since  when  did  sciena 
become  owned  by  evolution?  I'm  sorr) 
Pinker  missed  the  bigger  picture.  I  believ< 
it  is  hard  to  watch  these  movies  withou 
being  stunned  by  the  extraordinary  evi 
dence  of  design:  a  design  so  deeply  though 
out  and  executed  in  body,  function  anc 
behavior  as  to  be  impossible  by  chance 
Who  was  the  designer? 

STEPHEN  H.  FRASEI 
North  Harrington,  III 

Cell  Sell 

As  you  describe  in  "Anti-Ban  Billionaires' 
(Sept.  4,  p.  124),  private  funding — fron 
billionaires  as  well  as  those  of  more  mod 
est  means— has  become  the  major  drive: 
of  embryonic  stem-cell  research  in  thi: 
country.  This  began  with  federal  restric 
tions  that  have  handcuffed  our  best  scien 
tists.  Even  in  a  climate  of  renewed  federa 
funding,  private  philanthropy  will  remair 
key  to  medical  research.  Individua 
donors,  foundations  and  disease-specifi< 
advocacy  groups  are  crucial  in  inspiring 
large  research  institutions  to  move  faste: 
than  they  normally  would.  The  collabora 
tive  spirit  so  essential  to  tackling  complex 
diseases  of  our  time  is  best  achievec 
within  a  nonprofit  framework. 

SUSAN  SOLOMC* 

Chief  Executive 
New  York  Stem  Cell  Foundatior 

New  York,  Nil 

Cancel  That  Charge 

In  "Cash,  Cars  and  a  Priest"  (Sept.  4,  p.  54, 
we  incorrectly  stated  that  Fairfax  Finan 
cial  plans  to  take  a  charge  of  as  much  a; 
$240  million  for  bad  bookkeeping  involv 
ing  finite  reinsurance  policies  that  hav< 
drawn  regulatory  scrutiny.  The  charge  i; 
for  a  range  of  issues,  but  none  is  related  t( 
finite  deals. 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


Nuggets  of  Wisdom? 

In  the  course  of  a  lengthy  story  that  purports  to  expose  promotional  hyperbole, 
FORBES  indulged  in  some  of  its  own  in  "Gold  Rush"  (June  19,  p.  150). 

A  reputable  magazine  has  serious  problems  when  it  sacrifices  its  concerns  for 
accuracy  in  its  quest  for  entertainment  value.  The  references  to  Robert  Friedland 
are  nothing  more  than  lies,  half-truths  and  cheap  shots  that  are  unworthy  of  a 
serious  business  publication.  You  say  that  Mr.  Friedland  "is  flogging  yet  another 
incredible  idea."  FORBES  chose  not  to  seriously  or  fairly  represent  the  viability  of 
Ivanhoe  Energy's  heavy-oil  technology,  yet  felt  free  to  deprecate  it. 

You  then  referred  to  Ivanhoe  Energy's  heavy-oil  conversion  technology  and 
falsely  asserted:  "That  technology,  Mr.  Friedland  claimed,  could  potentially  help 
Ivanhoe  achieve  a  market  value  on  a  par  with  Google."  FORBES  ridiculed 
the  statement  it  falsely  attributed  to  Mr.  Friedland,  "With  divine 
intervention,  perhaps."  Mr.  Friedland  has  never  said  that  he 
expected  Ivanhoe  Energy's  capitalization  to  equal  Google's.  The 
transcript  of  the  conference  call  reveals  that  Mr.  Friedland 
referred  en  passant  and  by  analogy  to  Google  only  in  the  con- 
text of  his  extemporaneous  discussion  about  raising  venture 
capital  for  new  technologies  and  his  comment  that  "technology 
knows  no  theoretical  limit  to  its  valuation,  especially  upon 
proof  and  validation."  You  also  stated  that  Mr.  Friedland  "left  a 
mess  at  a  gold  mine  in  Summitville."  That  is  the  same  argument 
made  by  the  EPA  in  a  court  proceeding  that  was  dismissed.  The 
Justice  of  the  Ontario  High  Court,  who  carefully  reviewed  the 
evidence,  found  as  a  fact  that  the  allegation  was  false  and  mis- 

1— — — - — ■    leading:  "It  is  clear  that  Friedland  had  nothing  to  do  with  the 
bankruptcy,  had  nothing  to  do  with  the  abandonment  of  the 
(Summitville  Mine)  site  and  was  in  no 
way  involved  in  the  guilt  plea  entered 
by  SCMCI  in  1996."  That  is  why,  as 
you  noted  but  did  not  explain,  the 
"feds  paid  Mr.  Friedland  $1.3  million 
for  his  Canadian  legal  fees." 

HOWARD  SHAPRAY 
Counsel  to  Robert  Friedland 
Shapray  Cramer 
Vancouver,  B.C. 


ivanhoe  Energy  Deputy 
Chairman  Robert  Friedland 
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That's  just  one  of  the  rewards  that 
comes  with  the  Gold  Delta  SkyMiles' 
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Visit  farbeyondmiles.com  or  call 
1-800-SKy-MILES  to  apply  now. 
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A  Delta 


With  network  security,  if  you're  not 

ahead  of  the  threat 

you  're  only  reacting  to  i 


Let  Internet  Security  Systems  stop 
network  threats  before  they  impact  your  business. 

How  do  you  ensure  compliance  and  manage  costs  when  your  security  is  less.than  certain? 
Even  "zero-day"  solutions  aren't  fast  enough  to  protect  against  losses  once  an  Internet  attack  hits. 
The  alternative  is  preemptive  security  from  Internet  Security  Systems.  Because  our  enterprise  solutions 
are  based  on  the  world's  most  advanced  vulnerability  research,  only  ISS  can  can  offer  preemptive  security  anc 
stop  threats  beforethey  impact  your  business.  So  why  rely  on  "reaction"  when  security  can  be  a  sure  thin 

Need  proof?  Get  a  free  whitepaper,  Preemptive  Security.-  Changing  the  Rules, 

at  www.iss.net/proof  or  call  800-776-2362. 
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Q  Internet  |  Security  I  Systems" 

Ahead  of  the  threat." 


Fractional  Jet  Ownership  Designed  Around  You  ■ 

Bombardier  Flexjet*  gives  you  more  flexibility  than  any  other  fractional  jet  ownership  program.  Forget  having 
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Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 

An  Inspiration  and  a  Regret 

IN  THIS  ISSUE  WE  PRESENT  OUR  THIRD  ANNUAL  LIST  OF  THE  On  Aug.  22  Forbes.com  published  a  piece  entitled  "Don't  Marry 

World's  100  Most  Powerful  Women.  The  list  vividly  demon-  Career  Women."  The  article  was  intended  to  be  part  academic  and 

strates  the  enormous  power  and  influence  of  career  women  part  humorous.  Instead  it  profoundly  offended  hardworking 

around  the  world.  career  women  everywhere.  We  deeply  regret  having  done  so. 


We  Will  Prevail 


WE  SUFFERED  MANY  SETBACKS  AND  LOST  MANY  BATTLES  DUR- 
ing  the  Cold  War,  yet  we  triumphed  in  that  40-year  struggle.  Ulti- 
mately we  will  defeat  Islamic  fanaticism. 

The  losses  and  disappointments  of  the  Cold  War  were  hardly 
insignificant. 

•  In  1949  Communists  won  the  Chinese  civil  war.  It  was  a  shock 
to  the  West  for  the  world's  most  populous  nation  and  its  WWII 
ally  to  unexpectedly  be  "lost." 

•  The  1950-53  Korean  War  left  a  sour  taste  in  the  mouths  of  most 
Americans.  Egged  on  by  Joseph  Stalin,  North  Korea  invaded 
South  Korea.  Under  the  auspices  of  the  UN  (hard  to  believe 
today),  the  U.S.  intervened.  We  threw  the  North  back.  Then  China 
entered  the  war,  fueling  a  bloody  and  frustrating  two-year  stale- 
mate that  ended  in  a  formal  armistice  only  once  our  new  Presi- 
dent, Dwight  D.  Eisenhower,  threatened  to  use  nuclear  weapons. 

•  In  the  mid-1950s  the  Communists  ran  the  French  out  of  what 
was  then  called  Indochina,  setting  the  stage  for  our  involvement 
and  the  Vietnam  War. 

•  In  1959  Fidel  Castro  conquered  Cuba,  establishing  a  Commu- 
nist beachhead  near  America's  shores. 

•  In  1975  we  lost  the  Vietnam  War. 

•  By  the  late  1970s  Soviet-style  regimes  had  been  established  in 
Nicaragua,  Angola,  Mozambique  and  elsewhere,  and  Moscow 
had  brazenly  invaded  Afghanistan. 

But  it  was  the  Berlin  Wall  that  fell  in  1989,  not  the  West.  Keep  that 
fact  in  mind  as  horrors  in  the  Middle  East  unfold  Islamic  fanaticism 
is  the  latest  mutation  of  the  totalitarian  virus  that  was  born  during  WWI 
and  evolved  into  the  barbarous  scourges  of  communism,  fascism  and 
Nazism.  Al  Qaeda  and  its  ilk  offer  no  attractive  alternative  to  the  Amer- 
ican model;  these  agents  of  evil  collectively  voice  a  murderous,  ranting 
screed  against  the  modern  world.  No  New  Jerusalem,  no  uplifting 
vision  of  a  better  world — just  squalor,  destruction  and  bloodshed. 
The  latest  Israel/Lebanon  conflict.  Make  no  mistake.  Israel  was  de- 
feated, a  debacle  of  the  first  order.  Many  in  the  West  have  yet  to  fully 
grasp  the  magnitude  or  meaning  of  Israel's  failure.  Hezbollah  didn't 
just  win  the  p.r.  war;  it  bested  the  Israeli  army.  The  mighty  mili- 
tary machine  that  awed  the  world  in  the  Six-Day  War  of  1967  has 
ominously  morphed  into  something  resembling  the  hollow  French 
army  of  1940.  Not  since  its  war  for  independence  in  1948  has  the 
Jewish  state  been  in  such  a  parlous  condition  as  it  finds  itself  today. 


Fortunately  the  Israeli  public  is  aroused.  No  1930s  French-style 
malaise  gnaws  at  its  core.  This  vibrant  democracy  will  conduct  in- 
vestigations. The  corruption  in  the  military  will  be  ruthlessly  rooted 
out.  The  army  will  quickly  be  reorganized  to  effectively  fight  its  new 
enemies,  undergoing  a  Reaganesque  revival. 
Iraq.  We  made  many  mistakes  after  removing  Saddam  Hussein  in 
2003.  But  we've  learned  trom  bitter  experience.  Our  ground  forces 
today  are  easily  the  best  in  U.S.  history  and  are  by  far  the  finest  in 
the  world.  The  problem  with  Iraq  is  Iraq.  The  Shiites  and  Sunnis 
have  thus  far  been  unable  to  put  their  ancient  hatreds  aside  in  order 
to  work  together  to  create  a  rule-of-law  constitutional  democracy. 

We  have  done  everything  humanly  possible  to  enable  the  Iraqis  to 
forge  a  truly  better  society.  In  the  north  the  Kurds  have  done  just  that — 
established  a  civil,  democratic  entity.  But  the  rest  of  the  country?  Just 
look  at  how  long  it  took  following  December's  elections  to  form  a  gov- 
ernment Even  now  it  sometimes  seems  the  government  hasn't  the  heart 
to  take  the  steps  necessary  to  establish  order  in  the  Baghdad  region. 

What's  to  be  done?  President  Bush  and  his  officials  should  start 
publicly  hammering  home  this  theme:  We  have  done  everything 
we  can;  it  is  now  up  to  the  Iraqis  to  make  their  country  work  law- 
fully and  freely.  The  U.S.  is  not  setting  a  timetable  for  withdrawal, 
but  our  patience  is  limited.  The  Iraqis  will  get  their  act  together, 
or  we  will  eventually  pull  out  (except  in  the  Kurdish  North). 

The  key  is  to  make  clear  to  one  and  all  that  we  can  create  condi- 
tions for  elections  and  for  a  lawful,  liberal  society,  but  we  can't  force 
people  to  follow  through  on  them.  Thus,  if  the  Sunnis  and  Shiites 
can't  establish  order  in  their  country,  the  failure  will  be  theirs,  not  ours. 

What  will  happen  if  we  eventually  do  pull  out  of  an  unstable 
Iraq?  A  ghastly  civil  war  between  Sunnis  and  Shiites  may  ensue.  One 
likely  result  would  be  the  breakup  of  the  Syria-Iran  alliance.  The  Arabs 
are  not  natural  friends  with  the  Persians.  Al  Qaeda  could  find  itself 
ensnared  in  a  no-win  conflict.  As  master  military  analyst  Ralph  Pe- 
ters has  observed,  that  kind  of  civil  war  could  be  al  Qaeda's  Vietnam. 
Saudi  Arabia  and  the  Gulf  states.  In  the  event  of  a  full-blown 
Sunni-Shiite  war  in  Iraq  and  with  an  increasingly  assertive  Iran 
menacingly  coveting  their  oil,  these  countries  will,  ironically,  turn 
to  us  for  help  and  protection  as  never  before. 

Just  as  it  took  the  monstrous  Thirty  Years'  War  (1618-48)  for 
Europeans  to  finally  put  religious  warfare  behind  them,  so  it  may 
take  more  bloodshed  in  the  Middle  East  before  civil,  moderate 
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forces  can  emerge  triumphant.  Such  an  event,  however,  is  not 
something  we  can  make  happen. 

Even  if  Iraq  spurns  this  extraordinary  opportunity  to  mold  a 
modern,  democratic  nation,  our  war  against  Islamic  fanaticism 
need  not  sustain  a  fatal  blow.  A  Muslim  civil  war  may,  in  fact, 


hurt  the  fanatics'  cause  far  more  than  our  own. 

And  who  knows?  Perhaps  Iraq's  Shiites  and  Sunnis  will  rise  to 
the  occasion,  confounding  skeptics  by  demonstrating  that  a 
largely  Arab  country  can  inspiringly  break  from  the  Middle  East's 
miserable  history  of  oppression. 


Is  Bush  Ready  for  Iran? 


TALKING  ABOUT  THE  COLD  WAR,  THE  CRISIS  TODAY  THAT  COULD 
attain  the  magnitude  of  the  1962  Cuban  Missile  Crisis  is,  of  course, 
Iran's  fulfilling  its  nuclear  ambitions.  Its  malignandy  maniacal  govern- 
ment is  now  preening  triumphantly.  Nothing  short  of  war  will  stop  it 
from  creating  nuclear  weapons.  When  will  that  dreaded  day  come? 
Our  intelligence  services  just  don't  know.  As  best  as  can  be  determined, 
a  massive  air  campaign  would  be  necessary  to  at  least  seriously  set 
back  the  mullahs'  mad  dash  for  the  bomb.  The  political  repercussions 
around  the  world  of  such  an  attack  would  be  anything  but  sanguine. 

Yet  letting  these  fanatics  get  the  bomb  would  drastically  tip 
the  scales  against  us  in  the  war  against  Islamic  fascism.  Iran 
would  work  overtime  to  undermine  neighboring  regimes, 
including  oil-rich  Saudi  Arabia.  Terrorist  groups  around  the 
world  would  proliferate,  as  would  their  lethal  attacks. 

Would  the  mullahs  be  so  reckless  as  to  hide  a  nuclear  device 


in  a  container  on  a  ship  and  set  it  off  near  one  of  our  cities?  Or 
outfit  a  vessel  with  a  nuclear-tipped  missile  and  fire  it  at  the  U.S. 
or  one  of  our  allies?  At  the  very  least  we  need  to  make  certain  all 
members  of  the  Iranian  government  realize  what  the  ghastly  con- 
sequences of  such  a  move  would  be. 

Iran's  president  truly  believes  the  end  of  the  world  is  at  hand. 
But  others  in  the  ruling  establishment  may  treasure  their  overseas 
bank  accounts  and  the  loot  they  regularly  extract  from  the  Iranian 
economy  more  than  their  president's  deadly  ideological  fervor. 

We  also  need  to  help  opposition  groups  in  Iran  far  more  than  our 
supine,  head-in-the-sand  State  Department  has  as  yet  allowed  us  to  do. 

The  core  question  today  is:  How  deeply  has  the  Administration 
thought  through  the  Iran  question?  If  drastic  action  becomes  neces- 
sary, does  it  have  the  political  will — and  skill — to  take  it?  Or,  ominously, 
has  the  spirit  of  this  government  been  broken  by  the  situation  in  Iraq? 


Hero  of  the  Un-Soviet  Union 


THE  OBITUARIES  OF  LEGENDARY  WASHINGTON  LAWYER 
Leonard  Marks,  who  died  last  month  at  the  age  of  90,  focused  on 
how  he  helped  Lyndon  Johnson  and  his  wife,  Lady  Bird,  get  lucrative 
radio  and  TV  licenses,  the  foundation  of  the  Johnson  family's  wealth. 

I  have  very  warm  memories  of  Leonard  Marks  for  what  he  did 
to  help  save  Radio  Free  Europe  and  Radio  Liberty  (RFE/RL).  In  1985 


(i  vct  row  times  OBITUARIES  wsonssoa 


I  was  appointed  by  President  Ronald  Reagan 
to  chair  the  bipartisan  Board  for  International 
Broadcasting  that  oversaw  RFE/RL.  At  the 
time  the  radio  services  were  under  sustained 
assault.  Liberals  wanted  to  shut  them  down 
as  relics  of  the  Cold  War  standing  in  the  way 
of  better  relations  with  the  Soviet  Union.  The 
fact  that  years  before  they  had  been  not-so- 
covertly  financed  by  the  CIA  was  seen  as  a 
forever  unforgivable  sin.  Other  charges  were 
leveled  against  the  radios'  broadcasts,  rang- 
ing from  inciting  rebellion  to  anti-Semitism 
to  inaccurate  reporting.  The  accusations  were 
false.  Many  media  outlets  today  would  do 
well  to  have  die  checks  and  balances  on  news 
broadcasts  that  the  radios  then  employed  The 
truth  never  dissuaded  the  critics,  however. 

Marks'  law  firm,  Cohn  &  Marks,  was 
legal  counsel  for  the  radios.  For  months  on  end  I  was  on  the  phone 
daily  with  Leonard  and/or  his  partner  Ian  Volner,  discussing 
responses  and  strategies  that  ranged  from  dealing  with  various 
senators,  representatives  and  staffer  Capitol  Hill  to  responding 
to  usually  hostile  journalistic  quer     to  coping  with  executive 


L.  H.  Marks,  90,  Dies; 
Helped  Lyndon  Johnson 
Get  Rich 


H.  Mark*,  with  PiMtdoni  Lyndon  B.  Johnson  I" 


branch  agencies  such  as  the  Office  of  Management  &  Budget 
(OMB).  Crises  were  constant.  Thanks  in  no  small  part  to  Leonard's 
consistently  sage  advice,  we  were  able  to  beat  back  the  attacks  and 
put  superb  teams  in  place  in  Washington  and  at  the  radios'  head- 
quarters in  Munich.  Even  after  RFE/RLs  survival  seemed  assured, 
we  found  ourselves  repeatedly  fighting  battles  with  the  State 
Department,  which  was  always  trying  to 
raid  our  budget,  and  with  OMB,  which 
was  always  trying  to  slash  it.  State's  bureau- 
crats also  felt  that  our  truthful  broadcasts 
complicated  their  appeasement  diplomacy 
with  the  U.S.S.R.  and  its  satellites. 

Leonard's  hourly  billings  hardly  began 
to  cover  the  time — and  brilliant  brain- 
power— he  and  Ian  and  others  expended 
on  behalf  of  RFE/RL.  Leonard  firmly 
believed  in  the  mission  of  these  radios, 
and  his  faith  was  vindicated  by  the  extraor- 
dinary events  that  unfolded  in  Poland, 
which  ultimately  led  to  the  demise  of  the 
Soviet  Union  and  the  West's  winning  the 
Cold  War.  When  Lech  Walesa  was  asked  in 
1989  what  role  Radio  Free  Europe's  Polish- 
language  service  had  played  in  bringing 
down  Poland's  communist  regime,  he  replied  with  a  question: 
"What  is  the  Earth  without  the  Sun?"  Marks'  key  role  in  that  vic- 
tory over  communism  remains  virtually  unknown  to  the  public. 

Leonard  was  one  of  those  rare  power  brokers  who  under- 
stood that  power  can  have  a  higher  purpose.  F 
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Other  Comments 


It  is  a  delaying  world,  boast  as  they  like  of  its  speed. 

—GEORGE  E.  WOODBERRY 


Playing  Poker  Iran  reportedly  won't  do  the  one  thing 
that  the  UN  Security  Council  has  demanded  before  talks  can 
proceed:  freeze  its  uranium-enrichment  program,  a  key  element 
toward  building  a  bomb.  Iran  has  demonstrated  its  aptitude  for 
diplomatic  double  talk,  its  gift  for  obfuscation  and  delay. 

The  prospect  of  punishing  one  of  the  world's  largest  oil 
exporters  isn't  appealing  to  many  people,  with  oil  prices  already 
high.  Iran  has  vowed  to  retaliate  in  many  ways  if  that  happens, 
and  there's  no  doubt  that  it  can.  Iran  is  betting  that  the  fear  of 
higher  gas  prices  will  keep  the  council  at  bay.  It's  betting  that  the 
world  would  rather  see  a  nuclear  Iran  than  $4-a-gallon  gas. 

—Chicago  Tribune 

Last  Chance  Iraq  could  fail — if  the  Iraqis  fail  themselves. 
It's  still  too  early  to  pack  up  and  leave,  but  if  the  people  of  Iraq  will 
not  seize  the  opportunity  we  gave  them  to  build  the  region's  first 
Arab-majority  rule-of-law  democracy,  it  won't  be  an  American 
defeat,  but  another  self-inflicted  Arab  disaster.  Iraq  is  the  Arab  world's 
last  chance — and  the  odds  are  now  50-50  they'll  throw  it  away 

—RALPH  PETERS,  New  York  Post 

Insult  de  Rigueur  Today,  the  Middle  Eastern  Muslim 
world  is  the  most  anti-Semitic  of  any  region.  Much  of  their  media — 
television  programs,  cartoons,  editorials — promote  the  kind  of  anti- 
Semitism  not  seen  or  heard  since  the  time  when  Hider  walked  the 
earth.  In  many  mosques,  too,  throughout  the  region,  religious  lead- 
ers who  are  quick  to  take  offense  over  such  matters  as  cartoons  about 
Islam  regularly  teach  the  vilest  anti-Jewish  defamation. 

The  effects  of  this  "education"  are  seen  and  felt  even  in  San 
Francisco,  where  a  crowd  of  young  Arab  men  and  women  feel 
perfectly  free  to  chant  "Al  Yahud  Kelabna"  ["the  Jews  are  our 
dogs"].  As  long  as  Palestinian  and  other  Arab  children  are  taught 
such  dehumanizing  hatred  of  Jews,  there  is  no  hope  for  them, 


"So,  what're  you  in  for?" 


and  there  is  no  hope  for  us.  Peace  in  the  Middle  East  will  not 
come  with  the  next  ceasefire  between  Israel  and  Hezbollah,  but 
only  when  tolerance,  compassion,  understanding  and  respect  for 
religious  freedom  become  the  dominant  value  in  Arab  society. 
When  Arab  young  people  honestly  feel  too  ashamed  to  chant 
about  Jews  being  "our  dogs,"  then  there  will  be  real  hope. 

—JOSEPH  WAHED,  cofounder,  Jews  Indigenous  to  the 
Middle  East  and  North  Africa,  New  York  Sun 

Unity  of  Purpose  It  takes  two  to  make  peace. 

—JOHN  F.  KENNEDY 

Costly  Cycle  People  who  want  to  go  to  college  complain 
to  their  representatives  in  Washington  that  higher  education  is 
too  expensive.  Politicians,  in  turn,  boost  aid  to  get  the  petitioners' 
votes.  Colleges,  because  they  know  students  can  now  pay  it,  then 
raise  their  tuition  to  get  more  money  to  conduct  research,  pay 
higher  salaries  and  build  nicer  amenities  to  attract  the  now 
better-healed  students.  But  then  the  people  who  complained 
originally  are  priced  out  of  college  again  ...  and  the  cycle  repeats. 

The  only  people  involved  in  this  self-perpetuating  system  who 
do  not  get  direct  benefits  from  it  are  taxpayers,  the  folks  stuck  pay- 
ing the  bills.  In  the  past  ten  years  the  amount  of  inflation-adjusted 
money  taxpayers  have  had  to  shell  out  to  finance  federal  student 
aid  ballooned  from  $16.0  billion  to  $28.4  billion,  a  78%  increase. 
— NEAL  MCCLUSKEY,  Cato  Institute,  InsideHigherEd.com 

An  Ounce  of  Prevention  Everywhere  I  go  I'm 

asked  if  I  think  the  university  stifles  writers.  My  opinion  is  that  they 
don't  stifle  enough  of  them.  There's  many  a  bestseller  that  could 
have  been  prevented  by  a  good  teacher. 

— FLANNERY  O'CONNOR 

For  the  Birds  Unless  you've  been  on  vacation  on  another 
planet,  you  know  that  airline  travel  has  become  as  pleasant  as  a  bus 
ride  across  the  Sahara.  No  shampoo.  No  water.  No  toothpaste.  I 
was  just  getting  accustomed  to  stripping  at  security  checkpoints 
(shoes,  coats,  belts,  pride)  and  now  this.  They  take  away  my  Crest. 
The  future  of  carry-on  bags  is  even  up  in  the  air,  so  to  speak. 

There  have  been  reports  this  summer  that  Americans  are 
notorious  for  not  using  up  all  their  vacation  time.  According  to  a 
Harvard  study,  the  average  American  works  46.2  weeks  a  year. 
The  French  average  40.5  weeks,  and  the  Swedish  just  35.4  weeks 
a  year.  At  first  I  thought  this  showed  incredible  stupidity  on  the 
part  of  my  countrymen.  Why  wouldn't  you  take  all  your  vacation 
days?  Why  not  fly  off  to  exotic  locales?  Get  away.  But  now  it  all 
makes  perfect  sense.  How  appealing  it  looks  these  days  to  just  go 
to  work,  come  home  and  turn  on  the  Travel  Channel.  Maybe 
even  take  the  toothpaste  out  for  an  affectionate  little  squeeze. 

—CRAIG  WILSON,  USA  Today  F 
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YOU  SEE  HONG  KONG  SKYSCRAPERS. 
WE  SAW  A  GROUND  FLOOR  INVESTMENT  OPPORTUNITY. 


Templeton  fund  managers  spot  global  investment  opportunities  others  might  miss. 


In  1997,  when  investors  were  worried  about 
TErjnds  N    China's  assuming  control  of  Hong  Kong,  our 
fund  managers  had  the  foresight  to  increase 
their  holdings  in  a  Hong  Kong  property  development 
company.  This  smart  move  enabled  our  fund  shareholders 
to  participate  in  the  dynamic  building  boom  that  followed. 

Taking  advantage  of  global  investment  opportunities 
like  this  requires  a  unique  perspective.  One  that  comes 
from  having  offices  in  over  25  countries  and  on-the-ground 
analysts  utilizing  research  techniques  honed  for  over 
50  years. 


For  information  about  how  Templeton's  experience,  expertise 
and  perspective  might  benefit  your  portfolio,  see  your  financial 
advisor,  call  1-800-FRANKLIN  or  visit  franklintempleton.com. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  FROM  OUR  PERSPECTIVE®  > 


Before  investing  in  Templeton  World  Fund,  you  should  carefully  consider  the  fund's  investment  goals,  risks, 
charges  and  expenses.  You  'II  find  this  and  other  information  in  the  fund's  prospectus,  which  you  can  obtain  from 
your  financial  advisor.  Please  read  the  prospectus  carefully  before  investing.  Past  performance  does  not 
guarantee  future  results. 

Foreign  investing  involves  special  risks  including  currency  fluctuations  and  political  uncertainty. 
Morningstar  Ratings  measure  risk-adjusted  returns.  The  overall  Morningstar  Rating""  for  a  fund  is  derived 
from  a  weighted  average  of  the  performance  figures  associated  with  its  3-,  5-  and  10-year  (if  applicable) 
rating  metrics. 

Franklin  Templeton  Distributors,  Inc.,  One  Franklin  Parkway,  San  Mateo,  CA  94403. 

tSource:  Morningstar  7/31/06.  For  each  fund  with  at  least  a  3-year  history,  Morningstar-  calculates  a  risk-adjusted  return  measure  that  accounts  for  variation  in  a  fund's  monthly  performance  (including  the 
effects  of  all  sales  charges),  placing  more  emphasis  on  downward  variations  and  rewarding  consistent  performance.  The  top  10%  of  funds  in  each  category  receive  a  Morningstar  Rating™  if  5  stars, 
the  next  22.5%  receive  4  stars,  the  next  35%  receive  3  stars,  the  next  22.5%  receive  2  stars,  and  the  bottom  10%  receive  1  star,  (Each  share  class  is  counted  as  a  fraction  of  one  fund  and  rated 
separately.)  The  fund  was  rated  against  407  316  and  136  funds  and  received  Morningstar  Ratings  of  3, 4  and  4  stars  for  the  3-,  5-  and  10-year  periods,  respectively.  Morningstar  Rating™  is  for 
Class  A  shares  only;  other  share  classes  may  have  different  performance  characteristics.  ©2006  Morningstar,  Inc.  All  rights  reserved.  The  information  contained  herein  is  proprietary  to  Morningstar 
and/or  its  content  providers;  may  not  be  copied  or  distributed;  and  is  not  warranted  to  be  accurate,  complete,  or  timely.  Neither  Morningstar  nor  its  content  providers  are  responsible  for  any  damages 
or  losses  arising  from  any  use  of  this  information. 


TEMPLETON  WORLD  FUND 

Overall  Morningstar  Rating™  7/31/06-Class  A1 


Overall  ^      ^  ^ 

Out  of  407  U.S.-domiciled  World  Stock  Funds 


UNINHIBITED  THINKING 
PLUS  FLAWLESS  EXECUTION 
PREPARE  FOR  TAKEOFF 


Wachovia's  Corporate  and  Investment  Bank  gives  your  company  the  thinking  you 
need  to  stand  apart  from  your  competition.  We  bring  the  industry's  top  talent,  as 
well  as  the  retail  distribution  capabilities  of  the  nation's  third  largest  brokerage  firm. 
Seize  the  strengths  of  a  proven  leader  whose  innovative  approach  has  driven  the 
largest  market  share  gains  in  the  investment  banking  industry  over  the  past  five 
years?  We're  ready  to  guide  your  company  in  the  only  direction  we  know  —  forward 


CORPORATE  BANKING 
INVESTMENT  BANKiNG 
EQUITY 

FIXED  INCOME 


wychovia 
Securities 


Wachovia  Securities  is  the  trade  name  for  the  corjx. 
NYSE,  and  SIPC,  and  Wachovia  Bank,  N.A.  ©  200-  . 
'Source:  Freeman  &  Company. 


banking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia  Capital  Markets.  LLC,  Wachovia  Securities,  LLC,  members  NAS 


Current  Events 


By  Paul  Johnson 


Indispensable  Friendship 


AMID  ALL  THE  HORRORS  AND  FEARS  OF  THIS  TERRIBLE  TIME 
the  one  comforting  certainty  is  the  political  friendship  of  President 
George  Bush  and  Prime  Minister  Tony  Blair.  It  is  the  axis  on  which 
the  security  of  the  West  and  ultimately  the  peace  of  the  world  turns. 
It's  comparable  to  the  links  between  Franklin  Delano  Roosevelt 
and  Winston  Churchill  or  Ronald  Reagan  and  Margaret  Thatcher. 

At  the  G-8  summit  in  July  a  brief  snatch  of  private  conversa- 
tion between  the  two  men  was  accidentally  recorded.  It  wasn't 
easy  to  make  out,  and  journalists  engaged  in  rival  efforts  at  exege- 
sis, all  of  them  wrong  in  my  opinion.  What  they  failed  to  grasp  is 
that  this  is  a  "modern"  friendship,  born  in  the  era  of  telecommu- 
nications. Bush  and  Blair  do  not  meet  more  than  a  dozen  times  a 
year,  if  that.  They  don't  exchange  long  letters  as  Churchill  and  FDR 
did.  But  they  talk  on  the  phone,  in  great 
detail,  four  to  five  times  a  week.  They 
have  developed  their  own  private  lan- 
guage, a  kind  of  conversational  short- 
hand that  both  reflects  and  strengthens 
their  strong  political  friendship. 

This  private  language  springs  from  a 
growing  identity  of  views  on  the  great  is- 
sues facing  the  world  Both  recognize  that 
whatever  the  future  may  hold,  the  chief 
threat  currently  is  international  terrorism 
orchestrated  by  Muslim  extremists.  It's  the  same  threat,  whether  it's 
aimed  by  al  Qaeda  at  New  York  and  London  or  by  Hezbollah  at 
Israel.  It  is  anti-Western,  antiwhite,  anti-Christian  and  anti-Semitic, 
heedless  of  human  life  or  any  system  of  morality  we  would  recog- 
nize. It's  as  repellent  as  Joseph  Stalin's  Soviet  Union  at  its  worst  or 
Adolph  Hitler  s  Nazi  Germany  Indeed,  as  one  of  its  supporters  said 
recently:  "We  aim  to  complete  what  Hitler  left  unfinished." 

Hezbollah's  apologists  in  the  West  complain  about  the  loss  of 
children's  lives  caused  by  Israeli  air  strikes.  But  an  Islamic  mili- 
tant's recent  comment  put  this  in  perspective:  "We  will  strap 
explosives  onto  our  children  and  send  them  into  Israel." 

Bush  and  Blair  recognize  the  full  danger  of  such  attitudes,  as 
well  as  the  risks  of  Iran's  succeeding  in  making  nuclear  weapons. 
Iran  would  immediately  use  them  against  Israel  and/or  would 
hand  them  over  to  terrorist  groups  to  use  against  Western  cities. 

A  reasonable  person  might  suppose  that  in  the  face  of  these 
threats  the  civilized  world  would  unite  in  devising  measures  to 
counter  them,  devoting  its  resources  to  this  end.  But  Bush  and 
Blair  know  from  long  and  bitter  experience  that  few  governments 
can,  in  practice,  be  relied  upon  to  do  anything  helpful. 


Bush  and  Blair:  bulwarks  of 


The  EU  and  its  chief  components  (Germany,  France,  Spain  and  Italy) 
are  long  on  words  and  moralizing  but  are  united  by  one  stance — 
cowardice — when  it  comes  to  providing  practical  assistance.  They've 
done  nothing  in  the  past  and  intend  to  do  nothing  in  the  future. 

Russia  though  it  has  its  own  deadly  quarrel  with  the  Muslim  world 
over  Chechnya,  cannot  be  trusted  to  be  a  dependable  partner  in  any 
American-British  policy.  Its  public  words  are  always  accompanied  by 
sinister  private  schemes  to  extract  national  advantage  from  the  world's 
troubles.  President  Vladimir  Putin  and  his  team  have  absolutely  no 
sense  of  global  responsibility — they  are  in  it  for  what  they  can  get. 

China,  likewise,  has  acquired  none  of  the  moral  gravitas  that  its 
immense  military  power  and  growing  wealth  ought  to  bring.  It,  too, 
is  always  scheming  to  its  national  advantage.  Like  Russia,  China 
constantly  makes  behind-the-scenes 
deals  with  Muslim  powers,  chiefly  con- 
cerning arms  and  military  technology. 

Against  this  background  of  cow- 
ardice and  self-interest,  Bush  and  Blair 
are  painfully  conscious  of  the  weight  of 
responsibility  that  their  two  nations 
joindy  carry.  They  are  grateful  for  the 
valiant  assistance  given  by  such  coun- 
tries as  Australia  and  Poland.  But  in 
the  West  and  freedom.       thfi  la$t  resQrt  ft  faUs  tQ  the  u  $  and 

Britain  to  protect  the  world  from  calamitous  evil. 

It  may  be  said  that  in  this  partnership  the  U.S.  has  to  do  most  of 
the  work,  foot  most  of  the  bill  and  suffer  the  bulk  of  the  losses.  That 
is  true,  but  Britain's  support  should  not  be  undervalued.  Bush,  in 
particular,  values  Tony  Blair's  encouragement,  advice,  help  and  sym- 
pathy. And  he  appreciates  Blair's  courage  in  providing  it,  for  Blair's 
friendship  comes  at  a  heavy  personal  cost.  Every  day  Blair  is  savaged 
in  the  British  media  as  Bush's  spaniel,  lapdog  and  junior  partner  in 
crime.  Some  of  the  cartoons  in  the  London  newspapers  surpass  any- 
thing I've  ever  seen  in  their  loathsome  obscenity  and  brutal  violence. 
They  treat  Blair,  as  Bush's  friend,  with  a  severity  far  exceeding  any 
punishment  I  recall  being  inflicted  on  Hider  during  World  War  II. 

If  Blair  is  ever  driven  from  power  by  his  enemies  in  the  Labour 
Party  and  the  media,  I'm  certain  his  successor — whoever  he 
might  be — will  not  have  the  guts  to  stick  with  Bush  and  America. 
He  will  desert  the  cause  and  slide  over  to  the  position  of  the  Con- 
tinental EU  powers.  It  will  be  desertion  in  the  face  of  the  enemy. 

That  is  why  it's  essential  that  Tony  Blair  stay  where  he  is.  For 
courage  of  his  kind  is  rare  at  any  time.  In  the  present  crisis  it  is 
indispensable.  Long  live  the  Bush  and  Blair  friendship!  F 


!  Forbes 


Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  and  Ernesto  Zedillo,  director, 
Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico,  rotate  in  writing  this  column. 
To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Are  your  people  ready? 


The  right  information  can  turn  a  sales  trip  into  a  sale.  So  a  people-ready  business  makes 
sure  sales  teams  have  what  they  need  by  giving  them  easy-to-use  tools  and  software 
that  work  together — like  mobile  devices  running  Windows  Mobile"  and  Microsoft 
Dynamics™  CRM  Mobile  3.0.  So  people  can  do  more  than  send  e-mails  and  make  calls. 
They  can  access  their  data  networks.  They  can  view,  download,  and  update  customer  and 
inventory  information,  on  the  go?  And  they  can  make  absolutely  sure  the  deal  gets  done. 
Microsoft^  Software  for  the  people-ready  business?"  microsoft.com/peopleready 


Available  programs  (such  as  Microsoft  Dynamics  CM  Mobile  3.0),  features,  and  functionality  vary  by  device  and  Windows  Mobile  operating  system.  Connected  devices,  connectiv 
over-the-air  synchronization  solution,        require  separate^  purchased  equipment  and/or  other  wireless  products  (e.g.,  Wi-Fi  card,  network  software,  server  hardware, 
r  software).  Service  plans  are  requin  ternet,  Wi-Fi,  and  phone  access.  These  products  and  services  may  need  to  be  purchased  separately  Features  and  performai 

ork  limitations.  See  device  manufacturer,  service  provider,  and/or  corporate  IT  department  for  details. 


may  vary  by  service  provider  and  are  subjeci 


Digital  Rules 

By  Rich  Karlgaard,  Publisher 


Private  Jet  Boom 


JET  CHARTER  BOOKINGS  IN  THE  U.K.  SHOT  UP  40%  FOR  THE 
week  following  the  foiled  airliner  bomb  plot  in  London.  Sales 
worldwide  of  private  planes  rose  35%  in  the  first  half  of  2006  to  a 
record  $9  billion.  Good  news  for  Gulfstream  and  Cessna  is  bad 
news  for  the  airlines.  The  number  of  passengers  in  the  U.S.  paying 
for  first-class,  business-class  and  full-price  economy  airfares  has 
halved  in  the  past  five  years,  from  18%  to  9%,  says  the  Velocity 
Group,  an  aviation  consultancy.  The  number  of  Mr.  Bigs  boarding 
their  own  magic  carpets  now  equals  one-third  of  all  the  premium- 
fare-paying  passengers  using  the  U.S.  airline  system. 

That  leaves  two-thirds  of  us  "premium"  business  travelers 
who,  when  being  frisked  for  tiny  tubes  of  toothpaste,  don't  feel  so 
premium.  But  now  there's  hope  for  us  poor  suckers:  small  jets 
and  air  taxis.  Hallelujah — free  at  last. 

In  July  Eclipse  Aviation  of  Albuquerque,  N.M.  won  Federal 
Aviation  Administration  certification  of  its  minijet.  The  Eclipse 
500  sells  for  $1.5  million,  seats  six,  flies  high  (41,000  feet,  above 
usual  commercial  flights),  fast  (425mph)  and  long  (1,200  miles 
or  more  on  full  tanks).  It  can  land  on  and  take  off  from  strips  as 
short  as  2,250  feet.  Bill  Gates  is  an  Eclipse  investor,  and  the  com- 
pany just  raised  another  $225  million. 

Private  jet  king  Cessna  of  Wichita,  Kans.  is  on  the  verge  of  cer- 
tifying its  small  jet,  the  Mustang.  Larger  and  more  luxurious  than 
the  Eclipse  500,  the  six-seat  Mustang  will  sell  for  $2.6  million. 
Also  on  the  horizon  is  Denver-based  Adam  Aircraft's  $2.3  million 
Adam  700.  The  company  just  received  $93  million  in  funds  led  by 
a  Silicon  Valley  venture  capital  firm,  Doll  Capital  Management. 


And  don't  forget  Embraer.  The  Brazilian  company  is  one  of  two 
dominant  makers  of  regional  jets  and  within  the  next  two  years 
will  offer  its  first  minijet,  the  Phenom  100.  At  $2.9  million  it  will 
seat  up  to  eight  in  a  plush  interior  supplied  by  BMW.  Extremely 
intriguing — and  pictured  in  our  Sept.  4  issue  (see  p.  116) — is 
Honda's  small  jet,  the  Hondajet,  as  yet  unscheduled  and  unpriced. 

You  can't  afford  a  minijet?  I  can't,  either.  But  I  do  fly  250,000 
miles  a  year,  nearly  all  of  it  ticketed  at  a  premium  price:  full-fare 
coach,  business  or  first  class.  If  you  can  pay  those  prices,  says 
Eclipse  CEO  Vern  Raburn,  you  can  swing  the  price  of  a  private 
air  taxi  ticket. 

The  hope  of  air  taxis  is  to  bring  the  price  of  jet  charters  down 
to  the  executive  masses.  The  combination  of  cheap  jets  with  greater 
fuel  efficiency  and  a  critical  mass  of  these  critters  in  the  sky  can,  in 
theory,  lower  the  price  per  seat  considerably.  Smart  business  minds 
are  betting  on  it.  One  is  Robert  Crandall,  former  CEO  of  Amer- 
ican Airlines,  who  now  heads  POGO,  an  air  taxi  service  headquar- 
tered in  Connecticut.  Crandall  is  the  visionary  who  introduced 
yield-management  software  to  commercial  airlines.  He's  also  a 
financial  hard  butt.  So  if  Crandall  believes  in  air  taxis,  we  should 
be  hopeful.  Another  new  service  entry  is  Dayjet  of  Delray  Beach, 
Fla.,  founded  by  Ed  Iacobucci.  Like  Eclipse's  Raburn,  Iacobucci 
has  a  tech  background.  He  founded  software  company  Citrix. 

Not  all  of  the  minijets  will  succeed.  The  air  taxi  model  is 
unproven  and  may  flop.  But  I  don't  think  so.  The  trends  say  some 
minijets  and  some  air  taxi  service  companies  will  break  through. 
For  this  weary  air  warrior,  that  can't  happen  soon  enough. 


Meet  Diller,  Eisner  and  Wright  at  MEET 


A  TIDAL  WAVE  OF  NEW  TECHNOLOGY  IS  SET  TO  OVERWHELM 
the  media  and  entertainment  business  like  never  before.  Consider: 

•  Hundreds  of  millions  in  potential  film  revenue,  downloaded 
and  traded  free  over  the  Internet. 

•  60-year-old  broadcast  television  networks  supplanted  by  Inter- 
net television,  such  as  YouTube. 

•  The  nation's  $100  billion  investment  in  cable  systems  wiped  out 
by  free  broadband  wireless  service. 

•  The  music  industry's  multibillion-dollar  empire,  now  shrunk  to 
four  major  labels  and  hiding  out  from  the  iPod,  Zune  and  XM  threats. 

And  yet . . .  every  time  Big  Media  and  Entertainment  have  feared 
new  technology  they  have  ultimately  caught  on  to  the  new  wave, 
building  entirely  new  sales  and  profit  streams.  By  the  VCR's  peak 
in  1990,  more  than  200  million  VCRs  were  being  sold  worldwide 
each  year.  Today  the  DVD  business  in  the  U.S.  brings  in  $9  billion 
a  year.  That's  equal  to  the  box  office  revenue  that  films  bring  in  at 
the  nation's  movie  theaters.  Digital  downloads  and  other  new  tech- 


nology hold  the  same  vast  promise — but  only  if  you  can  find  the 
magic  combination  of  technology,  talent  and  distribution  models. 

I  rarely  use  this  space  to  promote  events,  but  this  I  can't  resist. 
If  you  want  to  know  who  will  make  and  who  will  lose  money  in 
the  convergence  wars  now  besetting  media,  entertainment  and 
tech,  then  I  invite  you  to  sign  up  for:  MEET  2006,  a  FORBES  con- 
ference to  be  held  Oct.  24  and  25  at  the  Beverly  Hills  Hotel  in  Bev- 
erly Hills,  Calif.  Confirmed  speakers  include:  IAC  Chairman  Barry 
Diller,  ex-Disney  chairman  Michael  Eisner,  NBC  Universal  Chair- 
man Bob  Wright,  YouTube  founder  Chad  Hurley,  actor  Morgan 
Freeman,  the  CEOs  of  Sling  Media,  Netflix,  2929  Entertainment, 
as  well  as  high-level  executives  from  Google,  Yahoo  and  Microsoft. 

Go  to  www.forbesconferences.com  to  learn  more.  Or  call: 
212-367-2504.  F 
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Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  visit 
his  home  page  at  www.karlgaard.com. 
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PROOF  THAT  BOUNDARIES  ARE  ONLY  IMAGINED. 

On  December  17th,  Range  Rover  Sport  experienced  rush  hour 
200  feet  beneath  Tokyo.  See  how  at  landroverusa.com. 


/ 


Economic  Dexterity 

Left-handed  men  with  college  educations  earn  15%  more 
than  similarly  schooled  right-handed  men,  an  academic 
study  says.  Using  a  detailed  1993  government  survey  of 
5,000  persons,  Lafayette  College's  Christopher  S.  Ruebeck 
and  Johns  Hopkins'  Joseph  E.  Harrington  Jr.  and  Robert 
Moffitt  found  no  differences  for  women.  Over  33  pages 
they  suggest  no  firm  explanation  for  their  conclusions, 
writing,  "We  do  not  have  a  theory  that  reconciles  all  of 
these  findings."  — Tatiana  Serafin 


Informer 


Big  delivery:  Lorin  Maazel. 


lNFORMER@FORBES.COM 

Elarton's  Arm  Is  Better 

HH  Lorin  Maazel  is  the  U.S.  con- 
'  ductor  with  the  highest  pay 
from  one  source,  pulling  $2.64 
million  for  his  New  York 
Philharmonic  duties.  Latest 
tax  returns  put  the  Chicago 
Symphony  Orchestra's  now- 
departed  Daniel  Barenboim, 
who  also  soloed  on  piano,  next 
with  $  1 .96  million,  followed  by 
the  Philadelphia  Orchestra's 
Christoph  Eschenbach  at  $1.42  million.  Among  twofers,  James 
Levine  earned  $3.16  million  from  the  Metropolitan  Opera  in 
New  York  and  the  Boston  Symphony  Orchestra,  while  Michael 
Tilson  Thomas'  gigs  in  San  Francisco  and  Miami  totaled  $2.13 
million.  Meanwhile,  Scott  Elarton,  who  has  a  4-9  win-loss  record 
pitching  for  baseball's  worst  team,  the  Kansas  City  Royals,  gets  a 
reported  $4  million.  — William  P.  Barrett 

Call  It  the  Chopping  Block 

In  the  1980s  the  city  of  Chicago  took  a  $30  million  loss  selling 
much  of  Block  37 — a  prime  2.7-acre  parcel  adjoining  City  Hall 
and  Daley  Plaza — to  Forbes  400  member  Neil  Bluhm.  But  his 
$250  million  development  plan  went  nowhere,  and  in  2001  he 
lost  money  in  a  sale  back  to  the  city.  In  2004  the  city  took  another 
loss — maybe  $20  million — in  selling  to  megamall  developer  Mills 
Corp.,  which  announced  a  more  modest  $295  million  project. 
Two  years  later  there's  only  a  shallow  pit  in  the  ground.  Under 
financial  pressure,  Mills  has  now  struck  a  deal  to  lay  off  much  of 
its  investment — possibly  at  a  loss — on  Chicago  developer  Eugene 
Golub.  The  two  say  they  still  plan  a  retail-office-condo  complex 
on  Block  37 — even  though  the  Chicago  real  estate  boom  has 
cooled  noticeably.  — Stephane  Fitch  and  Oscar  Mason 

Ho w  Much  Was  the  Shower  Curt  ain? 


Spectacular  falls  from  power  by  executives  and  politicians  charged  with  criminality  are  sometimes 


accompanied  by  public  sale  of  assets  associated  with  them.  Below,  some  examples. — Carrie  Coolidge 


Black  Cunningham 
DEFENDANT  |  CURRENT  STATUS 


Frankel 


Kozlowski  Lay 
AUCTION  ITEMS 


|  Conrad  Black  |  indicted  ex-publisher                    1957  Rolls-Royce  limo 

$110,000 

I  Randy  (Duke)  Cunningham  |  convicted  congressman  Oriental-style  rug 

10,000 

Martin  Frankel  |  convicted  insurance  scammer          822  diamonds 

8,900,000 

I  Dennis  Kozlowski  |  convicted  ex-Tyco  International  boss  Monet's  "Pres  Monte  Carlo" 

5,100,000 

f-  —  

Kenneth  Lay  ]  convicted  ex-Enron  boss  (deceased)       "Tilted  E"  sign  outside  one  office 

44,000 

Jonathan  D.  Nelson  j  CF0  who  admitted  fraud          1954  Chevy  Corvette  convertible 

117,500 

Samuel  Waksa!     ivicted  ex  Imclone  Systems  head    Willem  de  Kooning's  "Untitled  V" 

1,900,000 

In  Vancouver,  Silver  Is  Gold 

U.S. -traded  shares  of  Vancouver,  B.C's  Silver  Standard  Resources 
have  doubled  in  the  past  year  to  a  recent  $22.99,  outpacing  even 
the  70%  gain  in  its  namesake  metal.  The  $1.4  billion  market  cap 
is  all  the  more  impressive  considering  that  not  one  ounce  of  the 
shiny  stuff  has  been  dug  and  sold  in  48  years  and  that  latest  cash 
flow  from  operations  is  negative.  The  firm  buys  and  sells  poten- 
tial mining  sites  around  the  world.  But  deals  usually  consist  of 
stock  and  little  cash.  With  some  officials  also  working  elsewhere, 
filings  warn  bluntly  about  conflicts  of  interest.  Almost  all  incom- 
ing cash  is  from  stock  offerings,  like  the  one  in  May  that  raised 
$165  million.  "An  unexpiring  call  option  on  silver,"  gushes  boss 
Robert  A.  Quartermain,  who  vows  the  firm  one  day  will  indeed 
commence  mining — in  Argentina.  — Matthew  Rand 

A  Vintage  Year  for  Tax  Losses 

Internal  Revenue  Service  auditors  say  Richard  Sands,  head  of 
Constellation  Brands,  now  the  world's  largest  winemaker,  used 
sham  tax  shelters  with  his  kin  to  generate  what  looks  like  $130 
million  in  losses  for  2001,  the  same  year  the  family  sold  $80 
million  of  stock  in  the  Fairport,  N.Y.  firm.  The  Sands  clan  has 
filed  five  Court  of  Federal  Claims  lawsuits  defending  its  moves 

as  proper,  fighting  pro- 
posed penalties  and  seeking 
a  refund.  As  outlined  in 
court  filings,  the  ploys  were 
a  variation  of  the  officially 
disfavored  Son  of  Boss 
scheme:  using  partnerships 
and  the  sale  of  borrowed 
Treasury  securities  to  cre- 
ate what  the  feds  say  were 
big  phony  values  as  the 
basis  for  big  phony  losses. 
The  Sands  family,  which 
through  a  Constellation 
Brands  flack  declined  to 
elaborate,  retains  $700  mil- 
lion of  stock  and  voting 
control. 

— Janet  Novack 


I 


Waksa! 
AMOUNT 
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How  Much  Does  One  Minute 
Of  Downtime  Cost  Your 
Shareholders? 


When  production  screeches  to  a  halt  it  can  devastate  your  balance  sheet.  In  fact,  in  a  recent 
survey  of  101  manufacturing  executives,  one  minute  of  downtime  averaged  $22,000.*  That's 
why  properly  maintaining  manufacturing  assets  can  have  a  dramatic  effect  on  profitability. 
We're  Advanced  Technology  Services  (ATS)  and  we  make  factories  run  better.  In  fact,  we  help 
some  of  the  world's  most  prestigious  companies  increase  asset  performance  by  as  much  as  30 
percent  or  better.  Why  waste  another  minute?  Call  1.800.328.7287  for  a  free  assessment  today. 


We  Make  Factories  Run  Better. 


See  how  ATS  can  help  you  increase  your 
asset  performance.  Download  The  Guide 
to  Increased  Asset  Performance  Through 
Outsourcing  Production  Maintenance. 
www.advancedtech.com/theguide 


ATS 


Advanced  Technology  Services,  Inc. 

www.advancedtech.com 


"  Source  Nielsen  Research  For  the  full  report  go  to  www  advancedtech  com/survey 


On  My  Mind 


By  Lee  Smolin,  theoretical  physicist  at  perimeter  Institute  in  Waterloo,  Ontario  and  author  of 

The  Trouble  with  Physics,  Three  Roads  to  Quantum  Gravity  and  life  of  the  Cosmos. 


Strung  Out 

How  entrepreneurs  can  get  physics  out  of  a  30-year  rut. 


for  the  past  three  decades 
theoretical  physicists  have  been 
consumed  by  string  theory,  an 
ambitious  attempt  to  formulate  a 
"theory  of  everything."  String  theo- 
rists propose  that  all  elementary 
particles  arise  from  the  vibrations 
of  a  single  entity — a  string — that 
obeys  simple  and  beautiful  laws. 
But  we  still  don't  know  whether 
string  theory  is  true.  Though  hun- 
dreds of  scientists  have  devoted 
their  careers  to  string  theory,  no 
one  has  found  its  basic  principles 
and  equations.  Nor  has  any  experi- 
mental prediction  been  made  by 
which  we  might  test  whether  or 
not  string  theory  describes  nature. 

This  might  be  considered  just 
another  scientific  blind  alley, 
except  that  the  ramifications  are 
much  larger.  String  theory  has 
become  entrenched  in  our  univer- 
sities, to  the  exclusion  of  other 
promising  approaches  to  funda- 
mental physics  that  are  based  on  newer  ideas  or  deeper  under- 
standings. In  fact,  physicists  who  pursue  these  other  approaches 
have  been  largely  excluded  from  positions  at  the  big  U.S.  research 
universities.  As  a  result,  much  of  the  most  interesting  work  in  the 
search  for  the  unification  of  physics  is  now  being  done  outside 
the  U.S.  Its  going  on  in  Europe,  Canada  and  Latin  America.  The 
U.S.  scientific  community,  having  overinvested  in  one  theory, 
now  risks  losing  its  dominance  in  fundamental  physics. 

How  did  this  happen?  Science  is  like  climbing  a  mountain 
through  a  fog  that  prevents  us  from  knowing  how  to  reach  the 
summit.  To  get  there,  we  need  both  hill  climbers,  who  can 
quickly  scale  the  highest  peaks,  and  valley  crossers,  who  possess 
intuition,  an  appreciation  for  serendipity  and  the  ability  to  find 
new  terrain.  The  more  foundational  and  risky  a  problem,  the 
more  the  balance  needs  to  be  shifted  toward  valley  crossers. 

But  the  process  of  establishing  a  career  rewards  people  who 
think  incrementally  and  follow  decades-old  research  programs. 
Before  a  professor  comes  on  board  at  a  research  university  at  least 
two  committees  must  weigh  in,  plus  a  department  chairman  and 
a  dean,  who  base  their  evaluation  on  at  least  12  confidential 


Philanthropists  should 
support  those  who  don't 
practice  me-too  science. 


letters  of  reference.  All  the  letters 
must  agree  and  all  the  individuals 
and  committees  must  be  per- 
suaded that  X  is  absolutely  the  best 
at  a  narrowly  defined  subfield  of 
science.  If  X  has  invented  research 
programs  or  wandered  across 
established  boundaries  and  resisted 
specialization,  he  or  she  will  have  a 
tough  time  getting  hired. 

To  have  an  honest  conversation 
about  the  risk  that  good  science 
requires  would  conflict  with  the 
goal  of  most  administrators,  which 
is  to  raise  or  maintain  their  depart- 
ments' rankings  in  surveys  that 
measure  perceived  status  rather 
than  genuine  progress.  Few 
tenured  scientists  muster  the 
courage  to  risk  their  research 
grants  and  promotions. 

Fortunately,  a  few  forward- 
thinking  philanthropists  have 
chosen  to  invent  new  institutions 
that  deliberately  skew  the  rewards 
away  from  me-too  science.  They  want  more  valley  crossers.  Mike 
Lazaridis,  founder  and  co-chief  of  Research  in  Motion,  has  given 
$134  million  over  the  past  five  years  to  two  new  research  insti- 
tutes he  started  in  Waterloo,  Ont.,  the  Institute  for  Quantum 
Computing  and  Perimeter  Institute  for  Theoretical  Physics, 
where  I  am  a  researcher.  The  institutes  between  them  employ  70- 
plus  Ph.D.s.  In  three  fields  the  institutes  already  constitute  the 
world's  most  active  center:  foundations  of  quantum  theory, 
quantum  gravity  and  quantum  information  theory. 

Another  route  is  to  create  new  foundations  that  find  and  sup- 
port the  valley  crossers.  This-  is  the  strategy  of  the  Foundational 
Questions  Institute  (FQXi)  in  Cambridge,  Mass.,  which  has  just 
given  out  its  first  grants  for  work  on  foundational  problems  in 
physics  and  cosmology.  Roughly  $2  million  was  distributed  to  30 
award  winners,  chosen  from  172  applicants.  The  John  Temple- 
ton  Foundation  gave  FQXi  its  initial  seed  funding,  but  FQXi  oper- 
ates as  a  completely  independent  entity. 

The  philanthropists  behind  these  institutions  are  venture 
capitalists  of  science,  sharing  the  great  risks  and  rewards  on  the 
edge  of  knowledge.  F 


48 


FORBES      SEPTEMBER  18,  2006 


e  differen 


listened 


At  UBS,  our  financial  advisors  have  a  distinct  ability  to  listen,  but  more 
importantly,  a  commitment  to  understand.  Because  it's  only  when  we've 
heard  and  understood  your  deepest  aspirations  that  we  create  the  financial 
solutions  to  help  you  realize  them.  Solutions  backed  by  one  of  the  world's 
leading  wealth  and  asset  managers,  and  one  of  the  world's  premier  investment 
banks.  Discover  what  it  means  to  be  heard.  You  &  Us.  www.ubs.com 


Wealth 
Management 


Global  Asset 
Management 


Investment 
Bank 


You  &  Us 


II  UBS  2006.  All  rights  reserved. 
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Chrysler's  Gamble 

Two  years  ago  Chrysler  planned  to  build  an 
innovative  Jeep  factory  in  Toledo,  Ohio. 
Chrysler  would  outsource  60%  of  the  pro- 
duction responsibility  to  suppliers,  which 
would  pick  up  a  third  of  the  $900  million 
capital  investment  for  the  new  plant.  Finding  Filling  in  the  gaps 
supplier- partners  strong  enough  to  carry  the  load  has  proved  a 
challenge.  The  original  paint  shop  supplier,  Germany's  Durr 
Industries,  backed  out  before  the  project  even  got  off  the 
ground.  Another  company,  Haden  Prism,  took  over,  then  ran 
into  financial  troubles  last  spring  and  couldn't  finish  the  job. 
Chrysler  ended  up  paying  for  $150  million  worth  of  high-tech 


paint  equipment,  precisely  what  it  was 
trying  to  avoid. 

Thomas  W.  LaSorda,  who  since  our 
story  stepped  up  from  chief  operating 
officer  to  Chrysler  Group  chief,  is  san- 
guine about  the  factory's  problems.  "I 
always  said,  the  worst  thing  that  could 
happen  is  that  I'd  have  to  buy  back  $300 
million  worth  of  equipment,"  he  says. 
Chrysler  Chief  LaSorda.     Austria>s  Magna  Steyr  stepped  in  to  run 

the  troubled  paint  operation,  Germany's  Kuka  Robot  Group 
built  and  operates  the  body- welding  shop,  and  a  subsidiary  of 
Korea's  Hyundai  Mobis  owns  the  chassis  assembly  line.  With  all 
the  plant  shutdowns  at  General  Motors  and  Ford  Motor,  that  a 
new  Chrysler  factory  started  cranking  out  redesigned  Jeep 
Wranglers  in  August  is  worth  celebrating.  — Joann  Muller 


FEBRUARY  21,  2000 

Give  and  Take 

Since  our  story  about  how  donors  could  save  on  taxes  by  giving 
away  artwork  a  fraction  at  a  time,  such  gifts  have  become  far  more 
common,  museums  tell  us.  At  New  York's  Museum  of  Modern  Art 
recent  fractional  gifts  include  a  series  of  12  abstract  paintings  by 
Gerhard  Richter  valued  at  $12  million  and  a  Luc  Tuymans  portrait 
of  Condoleezza  Rice  worth  $1.5  million.  The  fractional  donations 
keep  a  donor  from  bumping  into  the  annual  ceiling  on  charitable 
tax  deductions  while  reaping  higher  total  deductions  if  the  artwork 
appreciates  along  the  way.  In  August  Congress  took  a  cudgel  to  this 
tax  move.  The  new  law  locks  in  an  artworks  value  at  the  time  of  the 
initial  fractional  gift  and  requires  that  a  donation  be  completed 
within  ten  years.  Now  you  might  as  well  just  donate  the  whole 
thing  at  once;  the  portion  of  the  gift  that  can't  be  written  off  imme- 
diately can  be  carried  forward  as  always.  — Ashlea  Ebeling 


AUGUST  15,  2005 

Inside  Tip 

Last  summer  we  pointed  out  that  insiders  at  home  building  com- 
panies were  selling  an  unnerving  amount  of  stock.  Here's  a  table 
showing  the  average  price  insiders  sold  at  in  the  first  half  of  2005 
compared  with  the  recent  price.  — Nathan  Vardi 


COMPANY 

AVERAGE  SELLING 
PRICE 

RECENT 
PRICE 

Toll  Brothers 

$46 

$25.20 

NVR 

768 

500.00 

Meritage  Homes 

73 

40.46 

Hovnanian  Enterprises 

54 

26.51 

Lennar 

56 

45.06 

Prices  as  of  Aug.  22. 

Source:  Interactive  Data  via  FactSet  Research  Systems. 

FLASHBACKS 


85  YEARS  AGO  IN  FORBES  |  JULY  23,  1921 

Ford's  Plan  Foiled  Henry  Ford  is  gradually  learning  that 
in  him  does  not  repose  all  the  wisdom  of  the  ages  nor  all  the 
power  of  a  Supreme  Being.  With  a  beating  of  the  drums  that 
resounded  throughout  the  whole  world,  Ford  announced  that 
the  cure-all  for  labor  problems  was  a  fat  yearly  bonus.  The  plan 
worked  all  right  while  profits  were  being  rolled  up  by  the  mil- 
lions month  after  month,  but  it  has  now  been  abandoned  and 
wages  raised. 

30  YEARS  AGO  IN  FORBES |  DECEMBER  15, 1976 

Reward  Rohatyn  Felix  Rohatyn  should  be  on  Jimmy 
Carter's  list.  The  Talent  Hunt  list,  that  is.  Can  you  think  of  any- 
one better  equipped  by  virtue  of  brilliance,  experience  and 
innovative,  positive  thinking  to  guide  the  new  Administration's 
promised  programs  for  succor  and  perhaps  salvation  for  so 
many  of  our  big  cities'  inner  cores?  Rohatyn  is  in  the  forefront 


of  New  York's  latest  fiscal  crisis.  After  a  stint  as  the  National 
Urban  Centers  savior,  Rohatyn  should  then  be  promptly  drafted 
as  Mayor  Beame's  successor. 

Rohatyn,  78,  plans  to  join  Lehman  Brothers  as  a  senior  adviser 
to  the  chairman. 

15  YEARS  AGO  IN  FORBES  |  JANUARY  21,  1991  IP" 

After  Castro  What  happens  when  Fidel     3  ^l 
Castro  finally  leaves  the  stage?  Will  his  succes- 
sors purge  the  socialist  poison  from  the  coun-  -  1 
try?  Or  will  they  founder  in  a  Nicaragua-type 
compromise  where  neither  side  prevails?  The  i 
overthrow  of  the  Sandinista  dictatorship  did        F'^e'  Castro 
not  bring  peace  and  prosperity.  Neither  has  the  collapse  of  the 
socialist  regimes  brought  it  to  Eastern  Europe.  The  U.S.  can  only 
hope  that  the  liberation  of  Cuba  will  go  more  smoothly  and 
peacefully. 
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IT'S  NOT  EXPENSIVE  TO  LOOK  EXPENSIVE. 
HP  COLOR  LASERJETS  STARTING  AT  $399. 

It  makes  more  sense  than  ever  to  get  an  HP  Color  LaserJet  printer.  These 
network-ready  and  have  renowned  print  quality  when  you  use  HP  ColorSphere 
toner.  And  best  of  ail,  they're  all  from  HP  PC  Magazine's  Readers'  Choice  for 
Service  and  Reliability  for  14  straight  years.  Brilliantly  Simple. 


Outfront 


WWW.FORBES.COM 


The  World's  Mos 

It  takes  more  accomplishment  than  ever  to  get  on  this  list.  Reason:  Moi 


Angela  Merkel 

Chancellor  /  Germany 

Schroder's  foe  inherited 
Germany's  sluggish  economy 
and  cumbersome  tax  structure. 

She  also  is  trying  to  help 
stave  off  nuclear  war  with  Iran. 


BY  ELIZABETH  MACDONALD 
AND  CHANA  R.  SCHOENBERGER 

ANGELA  MERKEL,  THE  FIRST 
woman  to  become  chancel- 
lor of  Germany,  has  dis- 
placed Condoleezza  Rice  as 
No.  1  on  our  list  of  the  100 
most  powerful  women. 

Merkel  won  a  tight  election  last  year  to 
unseat  Gerhard  Schroder  as  chancellor. 
She's  a  former  physicist  from  East  Germany 
and  a  firm  believer  in  free-market  capital- 
ism who  has  won  respect  on  the  worldwide 
stage  and  popular  appeal  in  Germany  for  her 
quiet  diplomacy. 

This  year's  list  includes  30  women  in 
the  top  echelons  of  government,  up  from 
24  in  last  year's  ranking.  In  the  past  12 
months  Ellen  Johnson-Sirleaf  became 
president  of  Liberia,  Michelle  Bachelet 
president  of  Chile  and  Han  Myung-sook 
South  Korea's  first  female  prime  minister. 
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Powerful  Women 

ien  are  taking  over  corporations,  nonprofits  and  whole  governments. 


Condoleezza  Rice 

Secretary  of  State  /  U.S. 

An  accomplished  pianist,  the  Presi- 
dent's close  adviser  spent  the  last 
year  promoting  "transformational 

democracy,"  not  an  easy  sale  in  the 
conflict-ridden  Middle  East. 


Vice  premier  /  China 

This  longtime  Communist  Party 

member,  67,  is  busy  dealing 
with  China's  resource-starved  yet 
fast-growing  economy  and  with 
North  Korea's  nuclear  ambitions. 


 Indra  Nooyi  

Chief  executive-designate, 
PepsiCo  /  U.S. 

The  India-born  Nooyi,  who  takes 
over  the  top  job  next  month,  joins 
the  growing  ranks  of  women 
running  multinational  giants. 


Anne  Mulcahy 

Chief  executive,  Xerox  /  U.S. 

Started  as  a  Xerox  sales  rep  30  years 
ago,  helped  save  the  company  in  2002; 

now  faces  competitive  threats  from 
rivals  Hewlett-Packard,  Kodak  and  Dell. 


Neelie  Kroes,  the  European  commis- 
sioner for  competition,  recently  made 
headlines  slapping  around  software  giant 
Microsoft  (fine:  $358  million).  Meanwhile, 
Melinda  Gates  is  overseeing  a  $30  billion 
donation  from  Warren  Buffett  to  the  Bill  & 
Melinda  Gates  Foundation. 

The  New  York  nonprofit  research 
organization  Catalyst  has  found  that  the 
number  of  high-ranking  female  officers 
remained  essentially  flat  over  the  last  three 
years  in  the  biggest  U.S.  companies.  But 
we  found  48  women  running  big  compa- 
nies as  chief  executives  or  chairmen 


throughout  the  world,  up  from  35  last 
year.  Since  last  year's  list,  Indra  Nooyi, 
Irene  Rosenfeld  and  Patricia  Woertz  were 
named  to  the  top  jobs  at  PepsiCo,  Kraft 
Foods  and  Archer  Daniels  Midland. 

Our  power  rankings  are  based  on  a 
composite  of  visibility  (measured  by  press 
citations)  and  economic  impact.  The  lat- 
ter, in  turn,  reflects  three  things:  resume  (a 
prime  minister  is  more  powerful  than  a 
senator);  the  size  of  the  economic  sphere 
over  which  a  leader  holds  sway;  and  a 
multiplier  that  aims  to  make  different 
financial  yardsticks  comparable.  For 


example,  a  politician  is  assigned  a  GDP 
number  but  gets  a  low  multiplier,  while  a 
foundation  executive  is  assigned  the  foun- 
dations assets  but  gets  a  high  multiplier.  F 

Assistance:  Catalyst,  a  research  group;  Laura 
Liswood,  secretary  general  of  the  Council  of 
Women  World  Leaders;  and  Marie  Wilson,  head 
of  the  White  House  Project. 

Reported  by  Megha  Bahree,  Erika  Brown, 
Helen  Coster,  Suzanne  Hoppough  and  Tatiana 
Serafin.  Additional  reporting  by  Victoria 
Murphy  Barret,  Heidi  Brown,  Stephane  Fitch, 
Jack  Gage,  Susan  Kitchens,  Luisa  Kroll,  Claire 
Miller,  Anne  P.  Mintz,  Zina  Moukheiber  and 
Cristina  von  Zeppelin. 
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 Melinda  Gi 

Cofounder  and  director. 
Bill  &  Melinda  Gates  Foundation  /  U.S. 

Assets  of  the  Gates  Founda- 
tion exceed  the  GDP  of  at  least 
100  nations— and  that's  before 
Warren  Buffett's  planned  $30 
billion  donation,  which  will 
double  its  size.  Melinda  Gates, 
the  foundation's  cofounder 
and  director,  has  focused  the 
nonprofit  on  diseases  of  the 
Third  World:  AIDS,  tuberculo- 
sis and  malaria.  The  founda- 
tion has  also  bankrolled  edu- 
cation, microfinance  and  health  projects.  Gates  is  known 
for  putting  immense  energy  into  her  volunteer  job. 

— Anne  P.  Mintz 


 Brenda  Barnes 

Chairman,  chief  executive,  Sara  Lee  /  U.S. 

Barnes  took  the  helm  at  the  struggling  Sara  Lee  in  Febru- 
ary 2005  and  immediately  announced  an  overhaul  that 
had  the  branded  foodmaker  unloading  businesses  that 
accounted  for  40%  of  sales.  The  PepsiCo  veteran  has  sold 
off  Sara  Lee's  European  nuts,  snacks  and  apparel  busi- 
nesses. Hanes,  Champion  and  Playtex  will  soon  spin  off 
into  a  publicly  traded  outfit  called  Hanesbrands.  Barnes 
spent  22  years  at  PepsiCo.  She  left  in  1998  to  spend  more 
time  with  her  family  and  has  since  been  the  most-cited 
example  in  the  business  press  of  a  woman  who  exited  the 
corporate  suite  yet  returned  to  power. 

— Victoria  Murphy  Barret 


RANK  NAME 

TITLE/COUNTRY 

1 

Merkel,  Angela 

Chancellor/Germany 

2 

Rice,  Condoleezza 

Secretary  of  State/U.S. 

3 

Wu,Yi 

Vice  premier/China 

4 

Nooyi,  Indra 

Chief  executive-designate,  PepsiCo/U.S. 

5 

Mulcahy,  Anne 

Chairman,  chief  executive,  Xerox/U.S. 

6 

Krawcheck,  Sallie 

Chief  financial  officer,  Citigroup/U.S. 

7 

Woertz,  Patricia 

Chief  executive,  president,  Archer  Daniels  Midland/US. 

8 

Lauvergeon,  Anne 

Chairman,  Areva/France 

9 

Barnes,  Brenda 

Chairman,  chief  executive,  Sara  Lee/U.S. 

10 

Cruz,  Zoe 

Co-president,  Morgan  Stanley/U.S. 

11 

Rosenfeld,  Irene 

Chief  executive,  Kraft  Foods/  U.S. 

12 

Gates,  Melinda 

Cofounder,  director,  Bill  &  Melinda  Gates  Foundation/U.S. 

13 

Gandhi,  Sonia 

President  National  Congress  Party/India 

14 

Winfrey,  Oprah 

Chairman,  Harpo/U.S. 

15 

Sweeney,  Anne 

Cochairman,  Disney  Media  Networks/U.S. 

16 

Sammons,  Mary 

Chief  executive,  president,  Rite  Aid/U.S. 

17 

Bachelet,  Michelle 

President/Chile 

18 

Clinton,  Hillary  Rodham  Senator,  New  York/U.S. 

19 

Livermore,  Ann 

Executive  vice  president  Hewlett-Packard/U.S. 

20 

Clark,  Helen 

Prime  minister/New  Zealand 

21 

Catz,  Safra 

President  chief  financial  officer,  Oracle/U.S. 

22 

Whitman,  Margaret 

Chief  executive,  president,  Ebay/U.S. 

23 

Gerberding,  Julie 

Director,  Centers  for  Disease  Control  &  Prevention/U.S. 

24 

Arnold,  Susan 

Vice  chairman,  Procter  &  Gamble/U.S. 

25 

Russo,  Patricia 

Chairman,  chief  executive,  Lucent  Technologies/U.S 

26 

Poon,  Christine 

Vice  chairman,  Johnson  &  Johnson/U.S. 

27 

McCann,  Renetta 

Chief  executive,  Starcom  MediaVest  Group/U.S. 

28 

Samar,  Sima 

Chairman,  Afghanistan  Ind  Human  Rights  Comm/Afghanistan 

29 

Beckett,  Margaret 

Foreign  secretary/U.K. 

30 

tagarde,  Christine 

Minister  of  trade/France 

31 

Scardino,  Marjorie 

Chief  executive,  Pearson/U.K. 

32 

Ginsburg,  Ruth  Bader 

Supreme  Court  justice/U.S. 

33 

Zia,  Khaleda 

Prime  minister/Bangladesh 

34 

Nora  Johnson,  Suzanne 

Vice  chairman,  Goldman  Sachs/US 

35 

Wu,  Xiaoling 

Deputy  governor,  People's  Bank  of  China/China 

36 

Ho,  Ching 

Chief  executive,  Temasek  Holdings/Singapore 

37 

Jung,  Andrea 

Chairman,  chief  executive,  Avon  Products/U.S. 

38 

Kroes,  Neelie 

European  commissioner  for  competition/Netherlands 

39 

Hayashi,  Fumiko 

Chief  executive,  Daiei/Japan 

40 

Livni,  Tzipora 

Minister  of  foreign  affairs,  vice  prime  minister/Israel 

41 

Brooke,  Beth 

Global  vice  chairman,  Ernst  &  Young/U.S. 

42 

Berlusconi,  Marina 

Chairman,  Fininvest/ltaly 

43 

Bush,  Laura 

First  lady/U.S. 

44 

Halonen,  Tarja 

President/Finland 

45 

Arroyo,  Gloria 

President/Philippines 

46 

Queen  Elizabeth  II 

Queen/U.K. 

47 

Suu  Kyi,  Aung  San 

Nobel  Peace  laureate/Myanmar 

48 

Pelosi,  Nancy 

Minority  leader,  House  of  Representatives/U.S. 

49 

Gattung,  Theresa 

Chief  executive,  Telecom  New  Zealand  Group/New  Zealand 
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jQutfront 


_  Angela  Ahrendts  

Chief  executive,  Burberry  /  U.K. 

Even  as  a  child,  Ahrendts,  the  new  chief  executive  of 
apparel  icon  Burberry,  knew  she  would  someday  work  in 
fashion.  Her  term  as  executive  vice  president  of  Liz 
Claiborne  saw  the  company  grow  from  10  to  41  brands, 
giving  her  experience  she  will  need  as  she  tries  to  steer 
Burberry  beyond  its  trademark  plaid.  Facing  stiff  retail 
competition  and  lethargic  sales  growth,  Ahrendts  plans  to 
add  an  equestrian  knight  and  the  signature  of  founder 
Thomas  Burberry  to  product  lines,  while  continuing 
Burberry's  expansion  into  Brazil,  Russia,  India  and  China. 

— Suzanne  Hoppough 


 Irene  Rosenfeld  

Chief  executive,  Kraft  Foods  /  U.S. 

In  June  Kraft  poached  this  longtime  packaged  consumer 
goods  maven  from  PepsiCo,  where  she  had  spent  the  past 
two  years  as  head  of  the  Frito-Lay  snack  division.  Rosen- 
feld previously  spent  22 
years  at  Kraft,  a  unit  of 
Altria  (that's  Philip  Morris' 
parent  as  well),  most 
recently  as  head  of  North 
American  operations.  She 
is  credited  with  integrating 
Nabisco  when  Kraft,  the 
world's  second-largest  food 
company,  bought  it. 
Rosenfeld,  a  Ph.D.  in  mar- 
keting and  statistics,  sits  on 
the  board  of  Cornell  Uni- 
versity, her  alma  mater. 

Her  purview  now  includes  such  storied  brands  as  Oreo, 
Ritz,  Oscar  Mayer  and  Maxwell  House. 

— Ghana  R.  Schoenberger 


RANK  NAME 

TITLE/COUNTRY 

50 

Furse,  Clara 

Chief  executive,  London  Stock  Exchanc 

e/U.K. 

51 

Johnson-Sirleaf,  Ellen 

President/Liberia 

52 

McGrath,  Judy 

Chairman,  chief  executive,  MTV  Netwc 

rks/U.S. 

53 

Moore,  Ann 

Chairman,  chief  executive,  Time  Inc./U. 

5. 

54 

Couric,  Katie 

Anchor,  "CBS  Evening  News'VU.S. 

55 

McAleese,  Mary 

President/Ireland 

56 

Cook,  Linda 

Executive  director,  Royal  Dutch  Shell  Pic 

.  /Netherlands 

57 

Alliot-Marie,  Michele 

Minister  of  defense/France 

58 

Reynolds,  Paula  Rosput  Chief  executive,  Safeco/U.S. 

59 

Pascal,  Amy 

Chairman,  Sony  Pictures  Entertainmen 

l/U.S. 

60 

Sawyer,  Diane 

Coanchor,  ABC's  "Good  Morning  Ame 

ica'VU.S. 

61 

Ivey,  Susan 

Chairman,  chief  executive,  Reynolds  Ar 

nerican/U.S. 

62 

Okonjo-lweala,  Ngozi 

Minister  of  foreign  affairs/Nigeria 

63 

Vike-Freiberga,  Vaira 

President/Latvia 

64 

Nelson,  Marilyn  Carlson  Chairman,  chief  executive,  Carlson  Cor 

npanies/U.S. 

65 

Sabanci,  Giiler 

Chairman,  Sabanci  Holding/Turkey 

66 

Bakoyannis,  Dora 

Foreign  minister/Greece 

67 

McKinstry,  Nancy 

Chief  executive,  Wolters  Kluwer/Nethe 

'lands 

68 

Han,  Myung-sook 

Prime  minister/South  Korea 

69 

Vieira,  Meredith 

Coanchor,  NBC's  "Today  Show'VU.S. 

70 

Yang,  Mian  Mian 

Chairman,  Haier  Group/China 

71 

Johnson,  Antonia  Ax:son  Chairman,  Axel  Johnson  Group/Swede 

n 

72 

Taher,  Nahed 

Chief  executive,  Gulf  One  Investment 

5ank/Saudi  Arabia 

73 

Botin,  Ana  Patricia 

Executive  chairman,  Banesto/Spain 

74 

Robinson,  Janet 

Chief  executive,  New  York  Times  Co/U. 

S. 

75 

Tellem,  Nancy 

President,  CBS  Paramount  TV  Entertair 

ment  Group/U.S. 

76 

Ahrendts,  Angela 

Chief  executive,  Burberry/U.K. 

77 

Berresford,  Susan 

President  Ford  Foundation/U.S. 

78 

Hudson,  Dawn 

President  chief  executive,  Pepsi-Cola  h 

Jorth  America/U.S. 

79 

Amanpour,  Christiane 

Chief  international  correspondent  CNI 

g/u.s. 

80 

Hefner,  Christie 

Chairman,  chief  executive,  Playboy  Enl 

erprises/U.S. 

81 

Queen  Rania 

Queen/Jordan 

82 

Barrett,  Colleen 

President  Southwest  Airlines/U.S. 

83 

Diogo,  Luisa 

Prime  minister/Mozambique 

84 

Burns,  Stephanie 

Chairman,  chief  executive,  Dow  Comir 

g/U.S. 

85 

Ehrling,  Marie 

President,  TeliaSonera/Sweden 

86 

Banta,  Vivian 

Vice  chairman,  Prudential  Financial/U.S 

Lazarus,  Rochelle 

Chairman,  chief  executive,  Ogilvy  &  Mather  Worldwide/U.S. 

Maor,  Galia 

Chief  executive.  Bank  Leumi/lsrael 

Simpson-Miller,  Portia 

Prime  minister/Jamaica 

90 

Berman,  Gail 

President  Paramount  Pictures/U.S. 

91 

Al-Ghunaim,  Maha 

Vice  chairman,  Global  Investment  House/Kuwait 

92 

Black,  Cathleen 

President  Hearst  Magazines/U.S. 

93 

Gupte,  L;  Morparia,  K. 

Managing  directors,  ICICI  Bank/India 

Snider,  Stacey 

Chief  executive,  cochairman,  DreamWorks/U.S. 

95 

Chhabria,  Vidya 

Chairman,  Jumbo  Group/Dubai 

96 

Allen,  Sharon 

Chairman,  Deloitte  &  Touche  USA/U.S. 

■ 

Olayan,  Lubna 

Chief  executive,  Olayan  Financing/Saudi  Arabia 

98 

Nelson,  Martha 

Editor,  People  Group/U.S. 

Gadiesh,  Orit 

Chairman,  Bain  &  Co./U.S. 

100 

Barmanbek,  Imre 

Deputy  chairman,  Dogan  Holding/Turkey 
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Outfront 

Hot  Button 


PC  maker  Dell  is  recalling  4.1  million  notebook  batteries  because  the  faulty  power 
packs  developed  the  unfortunate  habit  of  turning  Dells  sleek  little  computers  into 
portable  barbecue  grills.  So  far  there  are  no  injuries  except  to  Dell's  reputation,  as 
the  fiasco  has  inspired  Internet  spoofs,  and  photos  of  a  flaming  Dell  laptop  have 
spread  across  the  Internet  like,  well,  you  know. 

So  its  a  bit  awkward  that  Dell's  Web  site  is  itself  touting  a  souped-up  desk- 
top PC  for  playing  videogames  as  being  "fueled  by  fire."  The  limited  edition 
XPS  600  computer  boasts  a  special  flame  paint  job,  and  the  Dell  Internet  spot 
shows  the  PC  spinning  in  a  lake  of  flames.  (Note:  This  is  not  one  of  the 
machines  that  was  recalled.)  Dell  sold  out  of  the  XPS  600  a  while  ago  but 
offers  the  chance  to  win  one  in  a  contest. 

An  unamused  Dell  spokeswoman  says,  "The  safety  of  our  customers  is 
our  top  prionjp.  It's  not  something  we'd  make  fun  of 

At  fedSLD^is-JK)  inrrfet  tke  only  one  getting  scorched.  In  August  Apple 


Computer  said  it  would  recall  1.8  million  laptops  that,  like  the  Dell 
rflqchines^lse  faulty  batteries  made  by  Sony.  — Dan 


HEALTH  SCARES 


Back  to  School 

I'll  take  a  PB&J  on  white,  hold  the  peanut  butter. 

By  Chaniga  Vorasarun 


STUDENTS  RETURNING  TO  GRAMMAR 
schools  in  Madison,  Wis.  this  month 
will  find  that  the  cafeteria  is  no  longer 
handing  out  peanut  butter  sandwiches.  In 
Hoboken,  N.J.  students  can't  bring  even  their 
own  peanut  butter  to  school.  At  the  Aina 
Haina  Elementary  School  in  Honolulu,  a 
peanut  patrol  made  up  of  parents  and  lunch- 
room supervisors  roams  the  cafeteria  and 
places  a  bright  pink  card  on  any  table  where 
a  peanut  product  is  spotted.  The  table  is 
disinfected  and  the  kids  must  wash  their 
hands — and  around  their  mouths — with 
soap.  Says  Rachel  Bernstein,  whose  third- 
grader  is  allergic  to  peanuts:  "It's  a  life-and- 
death  situation  for  them." 

Maybe.  From  1.5  million  to  3  million 
Americans  suffer  from  peanut  or  tree-nut  al- 
lergies, depending  on  whether  the  peanut  in- 
dustry or  the  Food  Allergy  &  Anaphylaxis 
Network,  an  advocacy  group,  is  counting. 
And  the  incidence  of  peanut  allergy  is  ap- 


parently growing,  according  to  New  York 
City's  Mount  Sinai  School  of  Medicine  and 
the  allergy  network.  Why?  Doctors  suggest 
it's  because  obsessive  parents  are  keeping  their 
children's  environments  so  hygienic  that 


they're  not  exposed  to  certain  allergens 
enough  to  make  them  immune. 

But  how  many  people  really  die  from 
peanut  allergies?  The  figure  150  a  year  recurs 
in  newspaper  and  Web  accounts.  But  it's  not 
an  authoritative  number. 

The  federal  government  keeps  track  of 
deaths  from  all  sorts  of  causes  (194  from 
hornets,  wasps  and  bees  from  1999  through 
2002,  for  instance)  but  not  from  peanut  al- 
lergies, in  part  because  of  the  low  number  of 
fatalities.  A  running  tally  of  cases  maintained 
on  PeanutAllergy.com,  an 
information  forum  that 
pushes  for  tighter  controls 
on  peanut  products,  lists 
only  13  U.S.  deaths — six 
were  adults — since  1996. 
All  were  caused  by  the  ac- 
cidental eating  of  a  peanut 
product,  none  merely  by 
being  too  close  to  someone 
else's  food. 

One  reason  for  the  in- 
creased attention:  the 
highly  publicized  story  of 
the  Canadian  girl,  1 5,  who 
died  last  November  after 
kissing  her  boyfriend,  who 
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Outfront 


had  eaten  peanut  butter  hours  earlier.  One 
problem:  After  the  story  reverberated  world- 
wide— an  Internet  search  turned  up  38,000 
references — the  coroners  report  months 
later  showed  that  the  teenager  died  of  asthma 
after  being  exposed  to  smoke  at  a  party.  A 
search  for  that  fact  generates  15,000  results. 

Guaranteeing  that  no  food  allergen  en- 
ters a  school  is  "almost  impossible,"  says 
Cheryl  Resha,  a  registered  nurse  who  con- 
sults for  the  Connecticut  Department  of  Ed- 
ucation. "It  provides  a  false  sense  of  security." 
Instead,  the  state's  food  allergy  guidelines  for 
public  schools  suggest  allergen-free  zones, 


such  as  lunch  tables  set  aside  for  students  with 
food  allergies,  helping  to  reduce  exposure  that 
can  cause  rashes  and  other  reactions.  To 
prevent  allergy- related  deaths,  many  schools 
also  keep  epinephrine  injectors  on  hand  to 
stop  severe  allergic  reactions. 

So  where  does  the  estimate  of  150 
peanut-allergy  deaths  a  year  come  from?  Scott 
Sicherer,  a  researcher  at  New  York's  Jaffe  Food 
Allergy  Institute,  looked  at  a  1999  study  of 
tiny  Olmsted  County,  Minn.,  which  had  just 
one  confirmed  death  from  anaphylaxis — a 
severe  allergic  reaction — from  1983-87. 
Then  he  extrapolated  this  for  the  whole  coun- 


try, coming  up  with  600  to  800  anaphylaxis 
deaths  a  year.  Then  he  figured  that  30%  to 
55%  of  anaphylactic  cases  are  from  food 
allergens,  based  on  "several  sources,"  and  took 
the  conservative  end  of  the  range,  arriving 
at  200  deaths  a  year.  Of  those,  he  figured  63% 
were  peanut-related.  His  conclusion:  100  to 
150  deaths  a  year. 

Celebrating  Planters'  100th  birthday  this 
year,  Mr.  Peanut  certainly  can't  be  happy  with 
such  junk  science.  The  New  Yorker  magazine 
recently  ran  a  cartoon  of  the  Planters  mas- 
cot on  a  date  getting  dumped.  The  caption: 
"It's  not  you,  it's  my  anaphylaxis."  F 


Which  one  is  the  real  Jacques-Louis  David?  The  horse  with  rich  detail  or  the  merry-go-round  one? 


CHEESY  ART 

Van  Gogh,  Outsourced 

Good  grief!  Mass-produced  Chinese  art  is  making 
serious  inroads  in  the  U.S.  market  |  By  Michael  Zhao 


W^ANT  TO  OWN  A  GUSTAV 
Klimt?  You  may  not  have  been 
bidding  on  the  Austrian  master's 
"Adele  Bloch-Bauer  I"  which  went  to  Man- 
hattan's Neue  Galerie  museum  in  June  for 
$135  million.  However,  you  can  get  a 
reduced-size  reproduction  for  $109  by  click- 
ing on  OilPaintingsGallery.com  or  for  $189 
at  Oceansbridge.com. 

Most  reproductions  of  this  sort 


come  from  China,  where  at  least  30,000 
painters  earning  $100  to  $150  a 
week  work  in  "oil  painting  villages" 
churning  out  copies  of  Michelangelo's 
"Creation  of  Adam,"  Vincent  van  Gogh's 
"Sunflowers"  or  Leonardo  da  Vinci's 
"Mona  Lisa,"  a  big  favorite.  Most  retail 
for  under  $200. 

The  village  of  Dafen  in  Shenzhen, 
just  north  of  Hong  Kong,  for  instance, 


has  at  least  700  of  these  art  factories,  up 
from  200  three  years  ago.  Ocean's 
Bridge's  1 5,000-square-foot  factory  in 
Fujian  province  produces  1,000  paint- 
ings a  month. 

The  U.S.  market  for  this  stuff  is  big — 
$50  million  worth  last  year,  up  from  $22 
million  in  2001.  Ocean's  Bridge  cofounder 
James  Skidmore  won't  disclose  numbers 
but  says  that  after  growing  40%  to  60%  a 
year  since  2002,  his  U.S.  sales  this  year 
could  rise  200%. 

"There's  too  much  competition  from 
Chinese  imports,"  grouses  Emile  Valhuerdi, 
founder  of  Fine  Art,  a  gallery  in  Norcross, 
Ga.  His  business  has  slipped  30%  since 
2001,  but  he  refuses  to  get  on  the  cheap 
Chinese  bandwagon.  Tm  a  serious  art  lover" 
he  says. 

Quality,  of  course,  can  be  a  problem. 
Lu  Wei,  who  sells  paintings  and  home 
decor  items  in  Short  Hills,  N.J.,  says 
Chinese  painters  lack  "a  goal  kick"  in 
that  they  don't  have  the  feelings  for  local 
culture  and  scenery  and  people:  "They 
can't  imagine  the  Mediterranean  is  so 
blue  and  so  don't  go  far  enough  with  the 
color." 

"We  don't  touch  it,"  sniffs  Vicki 
Arnot,  vice  president  of  the  Herbert 
Arnot  gallery  in  New  York.  "We  associ- 
ate it  with  knockoff  Gucci  bags  sold  in 
Chinatown." 

So  who  buys  this  stuff?  People  like 
Jerry  Jones,  a  67-year-old  home-decoration 
hobbyist  in  Pasadena,  Calif,  who  has  Chi- 
nese fakes  on  his  walls.  He  says:  "They  are 
magnificent."  F 


60      FORBES      SEPTEMBER  18,  2006 


Florida  Guardian  ad  Litem  Saw  the  Future  of  Child  Advocacy. 

Citrix  Provided  Access. 


"Custody  rulings.  Foster  care.  Adoptions.  Our  founding  vision  was  to  give  every  abused 
and  neglected  child  in  Florida  a  strong  advocate  in  court.  Two  years  later,  we  're  well  on 
our  way.  Today  program  staff,  attorneys  and  over  5,000  volunteers  represent  more 
than  27,000  children.  Instead  of  information  in  file  drawers  scattered  all  over  the  state, 
Citrix  software  gives  advocates  secure  access  to  our  case  management  system  from 
anywhere.  Resources  are  precious,  so  we  must  apply  them  wisely,  not  waste  time 
chasing  data.  These  kids  depend  on  us.  That's  why  we're  depending  on  Citrix  to  take 
us  the  rest  of  the  way  to  advocate  for  every  Florida  child  in  need. " 

JOHNNY  C.  WHITE 

CIO 

Florida  Guardian  ad  Litem  Program 


Access  your  future  today  at 
citrix.com. 


D06  Citrix  Systems,  Inc.  All  rights  reserved.  Citrix'  is  a  trademark  of  Citrix  Systems,  Inc. 
lot  one  or  more  of  its  subsidiaries,  and  may  be  registered  in  the  United  States  Patent 
Trademark  Office  and  in  other  countries.  All  other  trademarks  and  registered 
emarks  are  the  properly  of  their  respective  owners. 


CITRIX 


KNICKKNACKS 


The  War  on  Taste 

While  the  events  of  Sept.  11  should 
never  be  forgotten,  these 
fifth-anniversary  "commemoratives" 
should  be.  By  Michael  Maiello 


Fifth  Anniversary 
World  Trade  Center 
Commemorative  Coin 

From  the  Na- 
tional Collectors 
Mint,  it's  made 
from  silver 
"miraculously 
recovered  from  a 
bank  vault  found 
under  tons  of 
debris  at  Ground 
Zero"  and  fea- 
tures a  relief  of 
the  towers  that  can  be  removed 
and  put  into  a  slot  on  the  face 


Kidd  hvllenniuhv1 

Mirti:  Km  uluii  ansr  jack  Pimm 
September  11 
Remembered 


of  the  coin.  The  coin  is 
"literally  transformed  into  a 
standing  sculpture  of  the  Twin 
Towers!"  Un- 
named Sept.  1 1 
charities  get  $5  of 
the  $30  price. 


LEGACY  WITHOUT  BORDERS 


September 
11th  Memorial 
Note  Cards 

Troubled  by 
your  child's  ability 
to  sleep  peace- 
fully? Spend  $9.50  on  these 
Kiddmillennium.com  "Memor- 


ial Note  Cards." 
Features  a 
creepy  drawing 
of  dead  people 
trapped  in 
columns  of 
light  and  this 
poetry:  "Let 
not  lives  lost, 
lose  in  vain, 
vanquish  hate, 
terror  no 
claim." 

The  9-11 
Knife 

Cut  the  ter- 
ror out  of 
your  life  with 
this  pocketknife  for 
$8  from  Outpost 
Flags.  "We  will  never  for 
get"  is  etched  on  the  blade 
Must  be  18  or  older!  And 


don't  try  to  get  it 
through  security. 

Worid  Trade 
Center  Flag  Tie 

Priced  at  $20,  this 
100%  silk  World 
Trade  Center  flag 
tie  goes  with  any- 
thing tacky.  From 
Flagsoncars.com. 

Candle 
Sculpture 

As  three  work- 
ers raise  the 
American  flag 
in  the  World 
Trade  Center  ruins, 
you  can  set  a  little  fire 
right  next  to  them!  From 
Gifts-collectibles-gifts.com, 
where  all  products  are  "made 
with  pride  in  the  U.S.A.!"  F 


HOME  DEPOT 

Home  Remedy 

Can't  get  health  insurance? 
Try  shopping  at  Home  Depot. 

By  Suzanne  Hoppough 

TO  KEEP  CUSTOMERS  COMING  BACK,  RETAILERS  TRY  EVERYTHINC 
from  store- issued  credit  cards  to  loyalty  cards  that  get  punchec 
with  every  purchase.  Now  the  Home  Depot  is  going  one  better 
It's  treating  its  most  faithful  shoppers — plumbers,  electricians,  small- 
home  builders  and  contractors — almost  like  employees.  These  customer: 
can  now  have  their  businesses'  payroll,  credit-card  processing  anc 
personnel  paperwork  done  through  Home  Depot.  They  can  get  thei] 
mobile  phones  and  shipping  services  through  Home  Depot.  Mosl 
notably,  they  can  sign  up  for  health  insurance  through  Home  Depot 
The  hardware  chain  has  been  rolling  out  the  program  since  Jan- 
uary, doing  little  to  publicize  it  beyond  putting  stacks  of  brochures  nexl 
to  cash  registers.  Nevertheless,  12,000  customers  have  signed  up.  Home 
Depot  plans  to  announce  the  program  in  the  media  later  this  month 
The  program,  dubbed  Home  Depot  Business  ToolBox,  coulc 
be  a  boon  for  small-business  owners  who  can't  get  health  insur- 
ance at  affordable  rates.  Members  pay  for  the  insurance  and  othei 
services  but  take  advantage  of  Home  Depot's  group  rates.  In 
return,  they  don't  need  to  do  anything,  not  even  promise  to  shop 
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OME  PEOPLE  THINK 


ALL  INSURANCE  IS  THE  SAME. 


They  buy  the  least  expensive  they  can  find. 

And  then  they  have  an  insurance  claim. 

That's  when  they  learn  —  the  hard  way 
that  not  all  insurance  companies  treat  you  the  same. 


If  being  treated  fairly  and  paid  quickly  are  important  to  you 
when  you  or  your  business  has  a  loss,  you  want  Chubb. 


When  you  insure  with  Chubb,  you're  buying  real  insurance. 


So,  insure  with  the  best.  Insure  with  Chubb. 


To  learn  more,  go  to  chubb.com. 


Relax.  You're  insured  with  Chubb.5 


<  COMMERCIAL  INSURANCE    <  SPECIALTY  INSURANCE    <  PERSONAL  INSURANCE 


Chubb  refers  to  the  insurers  of  the  Chubb  Group  of  Insurance  Companies.  Actual  coverage  is  subject  to  the  language  of  the  policies  as  issued. 
Chubb;  Box  1615,  Warren,  NJ  07061-1615.  ©  2005  Chubb  &  Son,  a  division  of  Federal  Insurance  Company. 


H  -  H 


Ouifront 


at  Home  Depot  instead  of  archrival  Lowe's. 

It's  a  bold  but  risky  move,  so  what's  in  it  for  the  country's  second- 
largest  retailer?  Chief  Executive  Robert  Nardelli  came  up  with  the 
idea  as  a  way  to  keep  expanding  sales  to  the  professional  market, 
which  account  for  30%  of  the  chain's  $82  billion  annual  total.  The 
program  is  also  open  to  other  small  employers:  shops  and  restau- 
rants, even  churches,  day  care  centers  and  other  nonprofits.  He  fig- 
ures that  the  program  will  instill  a  deep  loyalty  to  Home  Depot.  It 
is  not  exactly  a  charitable  activity  on  the  company's  part,  because 
the  company  gets  fees  from  the  1 3  companies— so  far— that  provide 
the  services;  they  include  Sprint,  JPMorgan  Chase  and  DHL.  But 
evidently  the  bottom-line  benefit,  if  any,  is  going  to  come  through 
higher  sales  of  hardware. 

Nardelli  certainly  needs  the  boost.  The  company's  share  price  is 
down  21%  since  he  took  over  in  December  2000,  and  investors  are 
in  an  uproar  over  everything  from  his  fat  paycheck  to  how  he  ran 
the  annual  meeting. 

So  far,  his  plan  has  worked  for  Margaret  Lade,  owner  of  Lade 
Insurance  Agency  in  Burnsville,  Minn.  She  switched  to  the  payroll 
processor  offered  by  Business  ToolBox,  PrimePay,  and  says  she's  sav- 
ing 40%.  She  also  might  change  her  credit-card  processor  to  Chase. 
"Now  I  definitely  use  Home  Depot  before  [Midwest  hardware  chain] 
Menards,"  she  says.  "They're  going  out  of  their  way  for  their  cus- 
tomers. I  do  the  same  thing  for  mine,  trying  to  get  that  warm-and- 
fuzzy  feeling." 

Some  38%  of  Business  ToolBox  members  tell  Home  Depot  that 
they  plan  to  sign  up  for  health  insurance.  Wendy  Hendricks,  who 
runs  a  15-employee  Pittsburgh  firm  called  Warehouses  by  Design 
that  outfits  warehouses,  already  had  insurance  when  she  learned  about 
the  program  from  an  insert  in  her  Home  Depot  credit  card  bill.  But 
she  was  paying  $800  a  month  for  her  family  of  five,  so  she  called  the 
toll-free  number  and  reached  Phoenix  broker  BenefitProtect.  She 
switched  to  Assurant  Health  and  now  pays  $450  a  month. 

The  retailer  put  BenefitProtect  through  lots  of  hoops  before  pick- 
ing it  as  Business  ToolBox  s  insurance  broker.  "Home  Depot  wanted 
assurances  that  we  can  grow  with  their  plan,"  says  Kyle  Williams, 
the  company's  chief  executive.  He  says  some  applicants  have  serious 
conditions  and  don't  qualify  for  major  medical  insurance  but  can 
get  limited  coverage. 

Of  course,  tunneling  thousands  of  customers  into  all  sorts  of  serv- 
ices could  prove  a  huge  administrative  headache  for  Home  Depot. 
It  has  already  lost  one  customer.  Celeste  Gothorp,  owner  of  a  small 
power-washing  company  in  Graham,  N.C.,  signed  up  for  Business 
ToolBox  online  and  followed  up  with  an  e-mail  to  no  avail.  "I  got  a 
prompt  e-mail  back  saying  someone  would  be  in  touch,"  she  says. 
"That  was  six  months  ago." 

Home  Depot  brushes  off  such  concerns.  James  Stoddart,  the 
retailer's  senior  vice  president  for  growth  initiatives,  says  it's  ready 
for  the  volume  that's  expected  once  the  program  gets  more  publicity. 
In  fact,  he  says,  Business  ToolBox  is  adding  new  services,  such  as 
dumpster  rentals  and  help  for  contractors  in  maintaining  their 
certifications,  while  also  expanding  into  Mexico  and  Canada. 
Throughout  North  America,  cashiers  may  soon  be  saying,  "Do  you 
want  some  health  insurance  with  that  hammer?"  F 


You  Cruise,  You  Lose 

What's  all  the  fuss  about  Tom  Cruise — or,  for  that  mat- 
ter, Mel  Gibson  and  Lindsay  Lohan?  Bad  behavior  is  as 
old  as  the  studio  system.  In  earlier  times  Hollywood 
sometimes  ended  the  career  of  a  star  who  violated  the 
good-conduct  proviso  in  the  standard  contract.  Among 
Tinseltown's  more  spectacular  flameouts: 

1921  ROSCOE  (FATTY) 
ARBUCKLE 

His  S1 -mil lion -a-y ear 
contract  with  Paramount 
Studios  was  canceled  after 
he  was  charged  with  the 
rape  and  murder  of  a  model, 
Though  he  was  later 
acquitted,  Arbuckle  never 
starred  in  another  film. 

1931  CLARA  BOW 
Tabloids  loved  the  It  Girl's 
colorful  personal  life: 
gambling,  tax  evasion, 
multiple  lovers.  But  Para- 
mount finally  got  so  fed  up 
that  it  abandoned  her.  She 
spent  the  next  34  years  in 
and  out  of  mental  hospitals. 


'  Sfc» 


1949  SABU  DASTAGIR 
Star  of  "The  Thief  of 
Baghdad"  (1940),  he  was 
entangled  in  a  paternity  bat- 
tle and,  later,  a  lawsuit  accus- 
ing him  of  setting  fire  to  his 
home.  That  sullied  his  deal 
with  Walt  Disney.  He  then 
opened  a  furniture  store. 

1953  ERROL  FLYNN 
The  highly  bankable 
swashbuckler  fought  and 
womanized  to  excess.  His 
drinking  and  drug  use 
fueled  his  departure  from 
Warner  Bros.  "My  diffi- 
culty," he  said,  "is  trying  to 
reconcile  my  gross  habits 
with  my  net  income." 

2002  WINONA  RYDER 

The  sticky-fingered  starlet 
was  sentenced  to  three 
years'  probation  for 
shoplifting,  and  her  prolific 
acting  career  with  Columbia 
Pictures  experienced  near 
death.  She's  starred  in  only 
one  big  film  since:  "Mr. 
Deeds."  —DirkSmillit 
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See  more  of  Asia  with  Singapore  Airlines,  offering  daily  non-stop  flights  from  Los  Angeles  to  Tokyo  and 
Taipei,  and  from  San  Francisco  to  Seoul  and  Hong  Kong.  Or  connect  to  58  other  Asian  destinations  via 
Singapore  on  any  of  Singapore  Airlines'  49  weekly  flights  from  the  U.S.  En  route,  enjoy  the  inflight  service 
even  other  airlines  talk  about,  www.singaporeair.com 


First 

to  Fly 


SinGAPORE  AIRLinES 

A  great  way  to  fly 

A  STAR  ALLIANCE  MEMBER    V  ^ 


Some  companies  run  ideas  up  the  flagpole. 
We  run  them  down  a  racetrack. 


©2006  Bl> 


BMW  2007 

335i  Coupe 


bmwusa.com  The  Ultimate 

1-800-334-4BMW  Driving  Machine* 


iducing  the  most  powerful  BMW  Nor  did  it  lead  us  to  an  Advanced  Braking  of  the  all-new  Coupe  are  borne  of  our 

ries  Coupe  ever.  Corporate  kowtowing  System  that  bolsters  safety  by  anticipating  singular  goal  as  an  independent  company: 

't  get  us  to  a  300-hp  inline  twin-turbo  sudden  stops  before  they  happen.  Even  to  let  great  ideas  live  on  to  become 

lat  is  more  powerful,  yet  fuel-efficient,  the  stunning,  more  aerodynamic  lines  ultimate  driving  machines. 


CELL  PHONES 


The  Mobile  Locker 

It's  your  divine  right  to  have  phone  number  portability.  Why  shouldn't  you  have 
ringtone  portability?  |  By  Megha  Bahree 

BRITNY  ALVARADO,  A  15-YEAR- 
old  eleventh  grader  in  Con- 
necticut, is  building  up  her 
ringtone  collection.  She  gets 
six  ringtones  for  $8  and  down- 
loads four  a  month.  With  ten  ringtones  to 
play  around  with,  she  is  now  looking  for  a 
place  to  store  her  collection,  a  place  other 
than  her  phone. 

A  handful  of  companies  think  there's  a 
decent  business  to  be  made  offering 
people  like  Britny  a  backup  and  storage 
service  for  her  mobile  self.  The  product, 
called  an  online  (or  digital)  locker,  is 
aimed  at  the  tech-sawy  14-to-24-year-old 
set.  Ringtones,  games  and  wallpapers 
(background  screens)  would  reside  in  the 
locker,  and  you  can  manage  all  this 
wonderfulness  anytime  via  the  Web.  A 
password  keeps  your  digital  stash  secure. 
(You  could  share  the  password  with 
thousands  of  "friends,"  but  that  would  be 
committing  a  copyright  infringement. 
Nice  teenagers  never  do  that.) 

The  locker  companies  tout  the  service 
as  a  great  insurance  policy:  Your  content 
is  still  there  even  if  you  accidentally  erase 
something,  lose  your  phone  or  switch  to  a 
new  one. 

Some  of  the  companies  offering  this 
service  include  Oasys  Mobile  (formerly 
Summus),  Navio,  FusionOne  and  Veri- 
sign. Navio  and  Oasys  offer  versions  of  a 
locker  under  their  own  brand.  FusionOne 
and  VeriSign  do  it  as  a  back-up  service  for 
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Verizon  Wireless  and  Cincinnati  Bell,  but 
so  far  their  lockers  are  limited  to  storing 
address  books.  Both  firms  plan  to  expand 
into  storing  other  content  later  this  year. 

The  population  of  mobile  download- 
ed is  large — and  growing.  Of  the  217  mil- 
lion cell  phone  subscribers  in  the  U.S., 
16  million  to  24  million  download  at  least 
one  ringtone  per  month,  9  million  down- 
load one  game  per  month,  and  2.6  million 
have  downloaded  wallpaper,  according  to 
research  firm  Frost  &  Sullivan. 

Lockers  would  catch  on  even  faster  if 
not  for  turf  battles  and  antipiracy  defenses 
on  the  part  of  the  companies  that  supply 
the  gear  and  content  for  phones  and  other 
entertainment  devices.  The  Webs  biggest 
song-seller,  Apple's  iTunes,  doesn't  share 
its  files  with  anyone.  Nor  would  Sony, 
Yahoo,  RealNetworks  or  Microsoft  be 
keen  to  let  an  upstart  sit  between  them 
and  their  customers.  So  far  music  pur- 
chased from  any  of  them  can  be  stored 
and  played  only  on  computers  and  devices 
compatible  with  their  individual  tech- 
nologies. Also  a  problem:  incompatible 
mobile  networks  and  cell  phone  operating 
systems. 

"They  have  to  get  everyone  involved: 
handset  manufacturers  and  content 
providers,  including  all  the  major  record 
labels,  movie  studios,  TV  networks.  They 
all  have  to  be  part  of  the  same  ecosystem, 
and  those  are  some  real  challenges,"  says 
Michael  McGuire,  vice  president  of  mobile 
devices  and  consumer  services  at  Gartner. 

Wireless  industry  consultant  Andrew 
Seybold,  who  wrote  an  investment  newslet- 
ter for  Forbes  until  August  2003,  says  it's 
not  realistic  for  a  newcomer  to  come  in  and 
pull  off  the  one-stop  repository.  "Microsoft, 
Apple  and  Qualcomm  are  the  few  compa- 
nies that  have  done  this,"  he  said.  "Wireless 
is  a  gold  rush,  and  there  are  an  awful  lot  of 
fools  out  there." 

Oasys,  which  got  into  the  cellular 
business  only  in  2002  (in  a  prior  life  it  sold 


software  to  the  U.S.  military),  sold  $8  mil- 
lion last  year  in  ringtones,  games  and 
wallpapers  through  its  Web  site  and  80 
carriers,  including  Cingular,  Verizon  and 
Sprint.  Its  locker  seems  designed  mainly 
to  be  a  ruse  to  sell  more  ringtones  and 
games.  For  $8  a  month  you  can  download 
three  wallpapers  and  three  ringtones  into 
your  "free"  locker.  The  catch  for  now  is 
that  the  locker  accepts  only  content  pur- 
chased from  Oasys'  Web  site.  It  plans  to 
open  up  to  purchases  from  carriers'  por- 
tals early  next  year. 

Oasys  Chief  Executive  Gary  Ban 
believes  lockers  will  take  hold  because 
even  fickle  customers  eventually  come 
back  to  their  old  favorites.  "If  you  like  a 
U2  ringtone  today,  that  doesn't  mean  you 
won't  like  it  six  months  from  now,"  he 
says.  "The  locker  provides  you  the 
opportunity  to  change  your  style  based 
on  your  mood." 

Navio  Chief  Executive  Stefan  Roever 
is  taking  a  more  innovative,  and  com- 
plicated, approach  to  the  locker  idea. 
The  company,  founded  in  January  2002 
with  $38  million  in  venture  funding 
from  VantagePoint  Venture  Partners, 
WK  Technology  Fund  and  Add  Partners, 
offers  vendors  of  digital  content  the 
ability  to  sell  the  rights  to  a  song,  ring- 
tone  or  game,  not  just  the  file  itself.  Web 
sites  that  use  Navio's  locker  software 
have  a  little  window  that  slides  open 
across  the  page  to  show  your  transac- 
tion history  and  what  rights  you  have 
with  the  content:  the  number  of  copies 
you  can  download  and  policies  on  shar- 
ing, burning  and  reselling  content  on 
personal  blogs. 

While  users  are  gung-ho  about  the 
concept,  record  companies  aren't  thrilled 
with  this  "redistribution"  model.  They 
have  implemented  technology  that  pre- 
vents a  file  from  being  copied  outside  the 
user's  computer;  this  in  turn  allows  the 
owner  of  copyrighted  material  to  deter- 


mine how  many  downloads  and  CD  burns 
are  possible.  Currently,  most  of  Navio's 
music-content  providers  allow  consumers 
to  download  a  song  to  a  single  computer, 
burn  it  to  a  CD  up  to  seven  times  and  syn- 
chronize with  up  to  three  different  portable 
devices. 

Navio  Chief  Roever  is  trying  to  get 
around  these  prohibitions  and  is  cur- 
rently talking  to  music  labels  eager  to 
break  free  of  the  Apple-imposed  price  of 
99  cents  a  song.  By  separating  the  rights 
transaction  from  the  content,  Web  sites 
can  charge  more  or  less  depending  upon 
what  the  consumer  is  allowed  to  do  with 
the  content.  For  example,  a  user  can 
purchase  a  song  or  a  ringtone  from  TVT 
Records,  a  smallish  record  label,  for  99 
cents  but  download  it  three  times.  "Why 
not  offer  people  the  same  song  for  $1.99 
but  with  a  coupon  to  get  a  free  T  shirt  at 
the  band's  next  concert?"  asks  Roever. 
Sony  BMG  did  just  that  this  summer  when 
it  offered  a  song  and  video  of  Jessica 
Simpson's  "These  Boots  Are  Made  for 
Walkin'"  for  $5  and  allowed  up  to  seven 
copies,  which  could  be  copied  onto  three 
portable  devices. 

Roever's  goal  is  to  get  that  Navio  win- 
dow embedded  in  more  sites  and  on 
phones  so  that  people  can  buy  wherever 
they  go — "in  venue" — at  a  baseball  game, 
at  a  concert  or  within  e-mail.  Currently  its 
locker  accepts  content  only  from  the  Web 
sites  of  customers  that  include  Fox  Music, 
Fox  Sports  Mobile,  Sony  BMG,  TVT 
Records  and  Walt  Disney. 

Britny,  the  eleventh  grader,  has  been 
eager  for  a  seamless  way  of  sharing  and 
transferring  her  mobile  content  ever 
since  she  lost  five  ringtones  last  summer 
when  she  switched  to  her  current  Sam- 
sung phone.  The  fear  of  losing  her  ring- 
tone  collection  all  over  again  is  holding 
her  back  from  buying  her  new  dream 
phone  (LG  Chocolate).  Now  she  may  not 
have  to  lose  it  after  all.  F 
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SPACE 


Photonic  Flyer 

The  dream  of  sailing  across  the  galaxy  on  sunlight 
is  inching  closer  to  reality  |  By  Patricia  Huang 


UNLESS  PHYSICISTS  FINALLY 
get  lucky  with  cold  fusion, 
the  only  way  we're  ever  going 
to  journey  beyond  our  solar 
system  is  on  the  soft  thrust  of 
light  beams  against  a  solar  sail.  The  idea's 
been  around  since  the  1920s,  and  scien- 
tists at  NASA  and  the  late  Carl  Sagan's  not- 
for-profit  Planetary  Society  have  solar 
sails  in  the  works,  but  the  closest  to  a 
launch  is  an  entrepreneur  named  Charles 
Chafer.  His  company,  Space  Services,  may 


be  the  first  to  deploy  a  sail-powered  satel- 
lite, in  2009.  Likely  cost:  $100  million. 
Chafer  is  out  raising  funds.  For  now  he 
generates  income  by  launching  vials  of 
cremated  remains  of  the  dearly  departed 
into  space  (starting  at  $1,300  per  gram) 
by  taking  space  on  commercial  rockets. 

Chafer's  1,600-square-foot  sail  (below) 
was  made  by  engineering  firm  L'Garde 
out  of  a  Mylar  sheet  2  microns  thick 
(median  thickness  of  a  hair  is  70 
microns).  Weighing  50  pounds  with  its 


deployable  boom,  the  sail  can  move  a 
small  satellite  at  67,000  miles  an  hour, 
roughly  the  same  speed  as  the  earth's  as  it 
orbits  the  sun. 

Launched  by  a  rocket  to  a  speed  suffi- 
cient to  overcome  the  earth's  gravitational 
pull,  the  sail  and  satellite  release.  The  solar 
sail  then  unfurls,  and  using  the  gentle  force 
of  photons  from  the  sun — a  little  more  than 
the  force  a  quarter  exerts  on  the  hand — 
guides  the  satellite  into  position  1.2  million 
miles  from  the  earth. 

Chafer's  idea  is  to  position  a  craft 
that  would  sit  between  the  earth  and  the 
sun  and  act  as  an  early-warning  system 
for  solar  storms.  Such  storms  can  cripple 
terrestrial  broadcast  networks  and  force 
airplanes  to  divert  from  direct  paths  over 
the  poles.  We  need  such  craft:  NASA's 
ten-year-old  satellite  for  gathering  solar 
storm  data  might  go  at  any  moment.  F 


Space  Services'  giant  sail,  unfurled 
at  NASA's  Plum  Brook  research 
station  in  Sandusky,  Ohk 
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Digital  Tools  i  Stephen  Manes 


ESPN  &  Goofy: 
Phone  Home! 


WHAT  DO  DISNEY,  VIRGIN,  7 -ELEVEN,  ESPN  AND 
Bratz  have  in  common?  Along  with  new- 
comers like  Helio  and  Amp'd,  they 
are  all  mobile  phone  companies. 
Known  as  Mobile  Virtual  Net- 
work Operators  (MVNOs),  they  buy  service  in  bulk 
from  the  outfits  you  think  of  as  real  phone  companies. 
Then  they  resell  it  with  their  own  phones,  gimmicks  and 
pricing  strategies  targeted  at  specific  markets.  More  choice. 
More  competition.  Bring  em  on! 

The  newest  entry  is  the  heavily  promoted  Disney 
Mobile,  aimed  squarely  at  families.  Its  showstopping  fea- 
ture is  its  ability  to  determine  kids'  whereabouts,  thanks 
to  Global  Positioning  System  radios  in  their  phones.  It 
works  from  another  Disney  phone  or  the  Web.  In  my 
tests  a  map  accurately  pinpointed  the  phones  location  to 
within  20  yards,  but  addresses  were  sometimes  off  by  a  block  or 
so.  Still,  this  feature  is  far  from  foolproof:  If  the  phone  is  turned' 
off,  in  use  or  out  of  cell  range,  the  system  reports  a  failure  and 
kindly  declines  to  charge  for  the  effort. 

The  Web  site  also  lets  parents  set  "allowances"— read:  lim- 
its—for the  number  of  text  and  photo  messages  and  voice  min- 
utes, as  well  as  the  total  cost  of  downloads  per  billing  cycle.  You 
can't  entirely  cut  off  any  of  the  services  that  way,  but  you  can  pro- 
hibit all  phone  activity  during  specific  time  frames.  The  Web  site 
also  lets  parents  list  phone  numbers  that  must  always  work  as 
well  as  numbers  that  are  always  banned,  both  inbound  and  out. 
But  when  kids  dial  in  a  prohibited  mode,  they  don't  get  a  message 
that  says  Mom  and  Dad  said  no,  just:  "We  are  unable  to  complete 
your  call  at  this  time.  Please  try  again  later." 

Of  the  two  phones  available,  die  $110  LG  model  predictably  is 
a  lot  nicer  than  the  $60  Pantech,  but  both  use  a  charmingly  sim- 
ple interface.  Disney  demands  that  you  sign  a  two-year  contract 
for  either.  When  the  "cast  member"  I  reached  at  customer  service 
asked,  "How  can  I  make  your  day  magical?"  I  didn't  tell  him. 


Girls  of  a  certain  age  might  covet  the  Bratz  Mobile  phone,  whicl 
has  a  grainy  screen  that  can  display  Bratz  characters  and  a  cas< 
smothered  with  Bratz  stickers  that  began  to  peel  off  the  minut< 
I  put  in  the  battery.  The  Sony  Ericsson  model  has  teensy  keys,  anc 
its  only  special  feature  is  the  ability  to  restrict  inbound  and  out 
bound  calls  and  messages  to  only  the  numbers  a  parent  enters.  A 
$80,  including  50  minutes  of  airtime,  it's  a  fashion  mistake. 

7-Eleven's  Speak  Out  phones  are  bare-bones  Nokia  models 
nothing  special,  but  they're  ready  to  go  the  moment  you  pn 
open  the  plastic  box,  and  the  20-cents-per-minute  prepaid  plar 
has  an  unusual  advantage:  The  time  you  buy  lasts  365  day 
instead  of  the  more  typical  90  or  120.  And  in  a  current  promo 
tion,  the  phone  is  free  when  you  buy  $50  of  airtime. 


Clockwise  from  top: 
Mobile  ESPN  Samsung 
Ace,  Disney  Mobile 
DM-L200,  Amp'd 
Mobile  Hollywood, 
Bratz  Mobile  Sony 
Ericsson  T290a,  Virgin 
Mobile  Switchback, 
Helio  Kickflip. 
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Who  provides  thousands  of  US  municipalities  and  industries  with 

safe,  clean  and  reliable  water? 

\fy  Q  Cl  0      Innovations  from  Siemens  can  be  found  everywhere. 

As  the  leader  in  North  America  for  water  and  wastewater 
equipment  and  services,  we  make  water  systems  more  reliable 
and  efficient.  Every  day  we  treat  hundreds  of  millions  of  gallons 
of  water  that  serves  communities,  industries  and  businesses. 
At  Siemens,  our  innovations  help  turn  dreams  into  realitv. 

^  SIEMENS 

Global  network  of  innovation 


Digital  Rules 


In  addition  to  prepaid  service  with  18-cent  minutes  and  nickel 
text  messages,  Virgin  Mobile  offers  no-contract  monthly  voice 
plans  to  which  you  can  add  things  like  a  "penny  text"  bucket  of 
1 ,000  text  messages  for— you  guessed  it— ten  bucks.  Web  services 
are  surprisingly  meager. 

I  wasn't  particularly  fond  of  the  grainy-screened  $30  Oystr 
phone.  The  Switchback,  with  a  full  phone  keypad  outside,  a 
QWERTY  thumb-typing  keyboard  inside  and  America  Online 
instant  messaging  built  in,  is  a  slick  messaging  machine,  but  its 
screens  could  use  improvement,  and  it  seems  overpriced  at  $130. 
Virgin  offers  five  other  models  as  well. 

Mobile  ESPN  focuses  (no  surprise)  on  sports  content,  includ- 
ing video  that  can  take  a  minute  and  a  half  of  downloading 
before  you  can  watch  a  fuzzy  one-minute  clip.  The  basic  inter- 
face is  clever,  but  I  found  lots  of  irritations,  like  live  baseball 
line  scores  that  don't  link  to  the  detailed  box  scores  and  play-by- 
plays elsewhere.  As  with  other  phones  using  what  the  companies 
laughingly  call  "broadband"  data,  I  ran  into  a  lot  of  annoying 
delays. 

ESPN  offers  plenty  of  basic  sports  data  free  with  two-year  voice 
packages,  but  if  you  want  access  to  video  and  mobile  Web  sites, 
you  shell  out  up  to  $25  a  month  extra.  I  particularly  like  the 
"alerts"  feature  that  sends 

messages  when  the  sys-      ThG  Othfit  PllOIIG  I 

tem  finds  something 
interesting  you  have  told 
it  to  watch  out  for,  such 
as  your  favorite  team's 
scoring  plays.  ESPN  offers 
two  phones.  Steer  clear  of 
the  $50  Samsung  Ace,  a 
sleek,  skinny  model  that 
looks  fine  but  has  ridicu- 
lously limited  battery  life 
unless  you  manage  it 
carefully.  The  thicker, 
cheaper  Sanyo  MVP  lasts 
a  lot  longer. 

Amp'd  Mobile  and  Helio  offer  not  just  phones  but  Ways  of 
Life,  mostly  for  the  young,  with  lots  of  digital  content.  Amp'd 
focuses  on  music  and  video  and  offers  a  decent  Motorola  Holly- 
wood flip  phone  for  $50,  complete  with  a  128-megabyte  MicroSD 
card  you  could  lose  under  half  a  postage  stamp.  Amp'd  has  attrac- 
tive dime-a-minute  prepaid  plans  plus  contract  deals  like  an 
attractive  $50  for  1,000  minutes,  plus  unlimited  texting.  It  even 
offers  a  walkie-talkie  option. 

Amp'd  charges  the  Web-standard  99  cents  for  music  down- 
loads instead  of  the  significantly  higher  prices  "real"  phone  com- 
panies typically  exact.  The  price  gets  you  a  lower-fi  Windows 
Media  file  for  your  phone,  a  better  one  for  your  computer. 
Ampd  says  it  has  over  600,000  tracks  available,  but  it  hides  all 
but  a  couple  of  hundred.  For  now  only  the  search  option 
reveals  the  rest. 

For  $15  to  $20  a  month  you  get  access  to  video  chan- 


nels that  include  Fox  News  and 
Comedy  Central.  Extra-cost 
content  includes  day-old  99- 
cent  clips  from  Naked  News  in 
which,  unlike  the  ones  on  the 
Web,  nobody  actually  gets 
naked.  And  the  company  is 
investing  in  original  program- 
ming. Its  no-entendre  Hot  Dish 
features  a  chesty  blonde  deliv- 
ering a  dubious  recipe  for — 
wait  for  it — meatballs. 

"Don't  Call  Us  a  Phone 
Company,"  says  Helio,  which 
positions  itself  as  a  hip,  classy  operation.  Its  Kickflip  and  Hero 
phones  cost  $200  and  $275  and  are  supposed  to  deliver  the  kinds 
of  features  Korean  customers  have  come  to  love.  But  these 
phones,  though  they  have  nice  screens  and  "broadband,"  aren't 
particularly  skinny  or  stunning;  they  lack  Bluetooth  wireless 
links  and  don't  feel  zippy. 

Two-year  contract  plans  seem  pricey,  but  they  offer  goodies 
like  unlimited  text,  picture  and  video  messaging.  The  phones  do 


A  raft  of 
unlikely  brands, 
from  Bratz  to 
Disney,  offer 
mobile  services 
with  distinctive 
handsets— and 
pricing  plans. 


Tired  of  your  current  carrier? 

Try  one  of  these: 

BRAND  HANDSETS 

NETWORK/PLAN 

PROS 

CONS 

Amp'd  Mobile  3 

Verizon/prepaid  or  subscription 

Cheap  music  downloads 

Cheesy  original  video 

Bratz  Mobile  1 

Cingular/prepaid 

Cute  pink  lanyard 

Ragged  stickers 

Disney  Mobile  2 

Sprint/subscription 

Keeps  kids  in  line 

Too  goofy  for  execs? 

Helio  2 

Sprint/subscription 

MySpace  access 

Pricey  handsets 

Mobile  ESPN  2 

Sprint/subscription 

Sports  content 

Speed  bumps 

7-Eleven  Speak  Out  4 

Cingular  or  Sprint/prepaid 

Long-lived  minutes 

Aged  phones 

Virgin  Mobile  7 

Sprint/prepaid  or  subscription 

Innovative  plans 

Limited  content 

put  data  in  front  of  you  even  at  the  initial  screen.  And  Helio  has 
an  exclusive  deal  with  MySpace.com  that  lets  users  hang  out  at 
the  vanity-fueled  site  via  their  phones.  But  the  rest  of  the  dis- 
jointed content— a  lot  of  Yahoo,  a  little  bit  of  the  Onion  and 
Maxim — doesn't  add  up  to  much.  Except  for  messaging  and 
MySpace  junkies,  maybe  the  slogan  should  be  shortened  to 
"Don't  Call  Us." 

Remember,  these  phones  still  use  the  inconsistent  networks 
you  already  know  and  curse.  Take  advantage  of  the  usual  trial 
offers  (generally  unavailable,  alas,  with  prepaid  plans)  to  make 
sure  the  service  and  the  phone  do  what  you  need  and  can  do  it 
where  you  live,  work  and  visit.  If  something  seems  wrong,  return 
it  and  try  a  different  model.  After  all,  plenty  of  other  phone  com- 
panies want  your  business — including  phone  companies.  F 


Forbes 


Stephen  Manes  (smanes@forbe5.com)  is  cohost  of 
PC  World's  Digital  Duo,  which  appears  weekly  on  public 
television.  Visit  his  home  page  at  www.forbes.com/manes. 
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go  home  or  have  lives  But  ending 
the  workday  here  doesn't  stop  our  best  thinking  from  moving  forward  somewhere  else 

Dynamic  Networking  from  AT&T  enables  collaboration  around  the  world.  And  around  the  clock 
So  Alan's  co 
how  Dyn 


Take  the  mystery  out 
of  planning  for  "if." 


Let's  shed  some  light  on  life  insurance. 

For  every  "if"  in  life,  there's  a  solution.  Like  protecting  your  family  with  life  insurance.  Choosing  the  right  coverage  doesn't 
have  to  be  as  costly,  complicated  or  mysterious  as  you  may  think.  MetLife  is  the  largest  provider  of  life  insurance  in  the 
U.S.  Our  representatives  help  sort  through  your  choices  to  build  on  what  you  already  have  and  adjust  for  your  growing 
needs.  Starting  with  your  existing  coverage,  we'll  collaborate  with  you  to  fill  in  the  gaps  and  help  you  create  your  personal 
safety  net.  Demystifying  life  insurance  is  as  simple  as  calling  on  our  expertise.  Together  we  can  make  a  plan  for  "if." 


Call  1-888-MetLife  or  visit  metlife.com. 
Guarantees  for  the  if  in  life. 


MetLife 


have  you  met  life  today? 


Guarantees  apply  to  certain  insurance  (not  securities  and  investment  and  advisory)  products  and  are  subject  to  product  terms,  conditions,  exclusions  and  limitations  and  the  insurer's  claims-paying 
ability  and  financial  strength.  Metropolitan  Life  Insurance  Company,  New  York,  NY  10166.  MetLife  Investors  USA  Insurance  Company,  Irvine,  CA  92614.  MetLife  and  its  affiliates  are  the  largest  life  insurance 
organization  in  the  U.S.  based  on  the  in-force  life  insurance.  2005  AM  Best.  ©2006  MetLife,  Inc.  PEANUTS  ©UFS,  Inc.  L0608AW5A(exp1208)  ENT-LD 


He's  no  chicken: 
Tanner  Buck  may 
live  longer,  thanks 
to  two  new  drugs. 


TANNER  BUCK  IS  6 
years  old.  He  will  be 
lucky  to  be  alive  at 
age  40.  Buck,  a  wiry 
little  boy  with  long, 
lank  cornsilk  hair,  is  one  of 
30,000  young  Americans  with 
the  fatal  genetic  disease 
known  as  cystic  fibrosis.  It 
drowns  the  lungs  in  abnor- 
mally thick,  sticky  mucus  and 
devastates  the  pancreas,  liver 
and  other  organs. 

In  between  soccer  games, 
tree-climbing  and  other  boy- 
hood pursuits  in  his  home- 
town of  Luck,  Wis.,  Tanner 
spends  part  of  each  day  just 
fighting  to  breathe.  His  cur- 
rent treatments  are  difficult 
and  time-consuming — and 
aim  only  at  easing  the  severe 
symptoms  of  CF. 

Now  two  publicly  held 
biotechs — Inspire  Pharma- 
ceuticals of  Durham,  N.C. 
and  Vertex  Pharmaceuticals 
in  Cambridge,  Mass. — are 
testing  new  compounds  that 
are  the  first  to  target  the  underlying 
defects  that  threaten  the  life  of  Tanner 
Buck.  The  boy  took  part  in  a  90-patient 
trial  of  Inspires  new  drug  in  the  spring 
and  hopes  to  reenroll;  his  mom  says  the 
main  upside  for  him  is  that  the  experi- 


CYSTIC  FIBROSIS 


Breathing  Easier 


Two 


new  drugs  may  be  the  first  to  halt  the  progression 
of  a  deadly  disease  By  Mary  Ellen  Egan 


mental  regimen  lets  him  watch  an  extra 
45  minutes  of  TV  each  day. 

Without  a  new  breakthrough,  Tanner 
squeezes  life  in  between  daily  therapy  To 
keep  his  lungs  clear,  he  puts  in  half  an 
hour  twice  a  day  wearing  a  nebulizer 


mask  and  inhaling  a  mucus  thinner 
(Mucomyst)  and  a  compound  that  opens 
up  his  airways  (Albuterol).  While  inhal- 
ing the  compounds,  he  wears  a  vibrating 
vest  that  loosens  the  mucus  in  his  lungs, 
letting  him  expel  it  by  coughing. 
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Health  

In  addition  to  lung  therapy  Tanner 
and  other  people  with  CF  take  enzyme 
pills  with  meals  and  snacks  to  free  up  the 
clogged  channels  that  normally  carry 
enzymes  to  the  intestines  to  digest  food; 
otherwise  patients  risk  malnutrition.  The 
existing  regimens  have  extended  the  life 
span  of  CF  patients  from  14  years  in  1969 
to  37  years  today. 

Now  researchers  hope 
new  compounds  may  halt 
the  deadly  progression  of 
cystic  fibrosis.  Inspires 
drug,  denufosol  tetra- 
sodium,  emerged  in  the  early  1990s  from 
research  by  Dr.  Richard  Boucher  at 
the  University  of  North  Carolina  at 
Chapel  Hill. 

The  basic  malfunction  in  CF  involves 
a  defect  in  the  epithelial  cells  (which 
cover  and  protect  various  organs,  as  well 
as  the  skin  and  the  digestive  tract),  par- 
ticularly the  cells  lining  the  airways  of 
the  lungs.  These  lining  cells  have  chan- 
nels on  their  outside  surface:  One  lets 
sodium  ions  (small  charged  molecules) 
flow  into  the  cell,  while  another  pushes 
chloride  ions  out  of  the  cell  and  into  the 
mucus  on  the  airway 
surface. 

In  CF  patients  the 
outflow  of  chloride  is 
hindered,  the  inflow  of 
sodium  unrestrained. 
This  disrupts  the  deli- 
cate balance  of  salt  and 
water  on  the  surface  of 
the  lungs'  airways,  pre- 
venting a  normal  coat- 
ing of  fluid  and  mucus 
inside  the  lungs,  pan- 
creas and  other  organ 
passageways. 

Patients  with  CF  pro- 
duce a  defective  form  of 
a  protein  called  CFTR 
(cystic  fibrosis  trans- 
membrane conductance 
regulator)  that  screws 
up  the  inflow/outflow 
process.  Boucher  long 
suspected  that  epithelial 
cells  have  an  alternative 
chloride  transport  chan- 
nel; stimulate  the  right 


receptor,  and  he  might  jump-start  the 
backup  channel. 

In  1991,  after  15  years  of  searching, 
Boucher  and  his  UNC  lab  coats  discov- 
ered a  nucleotide  called  uridine  triphos- 
phate (UTP)  that  activates  this  alterna- 
tive chloride  passageway.  UTP  turns  on 
P2Y2  receptors — protein  molecules  on 


to  work  on  the  compound  and  received 
total  of  $40  million  in  foundation  gran 
(although  the  organization  doesn't  own  a 
equity  stake  in  Vertex). 

Instead  of  switching  on  a  backup  chic 
ride  channel  like  Inspires  drug,  VX-77 
works  directiy  on  the  faulty  CFrR  chann« 
It  targets  parts  of  the  CFTR  protein  involve 


There's  hope  now  that  you  could  take  a  pill 
and  fix  CF  in  the  lungs  and  other  organs. 


By  the  Numbers 


States1  with 
mandatory  CF  screening 
for  newborns. 


Number  of  Americans 
who  are  genetic  carriers 
of  CF.  

Number 
of  Americans  with  CF. 


Average  life  span  of  CF 
patients  in  1969. 


Average  life  span  of  CF 
patients  today. 

'Includes  the  District  of  Columbia. 
Source:  Cystic  Fibrosis  Foundation. 


the  surfaces  of  mucosal  cells.  These 
receptors  prompt  the  cells  to  secrete  salt 
(which  draws  water  onto  the  airway  sur- 
face) and  prompt  the  hairlike  cilia  on  cell 
membranes  to  beat  faster  to  sweep 
mucus  out  of  the  airways  and  into  the 
trachea,  where  it  is  disposed  of  by  swal- 
lowing or  coughing. 

UNC  licensed  the  breakthrough  to 
Inspire  in  1995.  Inspire  raised  $9  million 
to  develop  a  compound  that  would 
mimic  UTP,  tapping  venture  capitalists  at 
Burr,  Egan  Deleage  &  Co.  (now  Alta 
Communications),  Domain  Associates 
and  Medical  Science 
Partners.  The  firms  sci- 
entists spent  five  years 
developing  a  synthetic 
version  of  UTP,  now 
called  denufosol,  which 
can  be  inhaled  through 
a  nebulizer.  Compound 
in  hand,  the  company 
went  public  in  August 
2000;  since  then  its 
shares  have  dropped 
73%,  in  part  because  of 
higher  R&D  costs. 

Vertex's  compound, 
VX-770,  would  go  a  step 
further  than  Inspires 
drug.  It  tries  to  restore 
function  not  only  to  the 
lungs  but  also  to  other 
organs  affected  by  CF. 
VX-770  resulted  from  a 
five-year  collaboration 
between  Vertex  and  the 
Cystic  Fibrosis  Founda- 
tion. Vertex  landed  $13.3 
million  from  the  group 


in  the  opening  and  closing  of  the  CFTR  chai 
nel,  propping  open  the  protein  to  afford 
more  normal  flow  of  chloride. 

In  young  patients  the  pancreas  an 
digestive  tract  also  may  benefit  from  tr 
drug,  says  Vertex  Chief  Medical  Offia 
John  Alam,  because  the  CFTR  functio 
is  suspected  to  play  a  role  there  as  wef 

"I  think  its  a  terrific  idea,"  says  UNC 
Boucher,  although  he  allows  that  V> 
770  is  only  in  early-stage  trials.  "There 
hope  now  that  you  could  take  a  pill  an 
fix  CF  in  the  lungs,  pancreas  and  oth< 
organs,"  he  says.  Patients  may  benef 
from  both  the  Vertex  compound  an 
Inspires  denufosol,  he  adds.  "In  colle§ 
kids,  who  typically  have  significar 
amounts  of  lung  damage,  denufosol  ca 
keep  the  healthy  portions  of  the  lun 
healthy." 

If  both  approaches  win  feden 
approval,  Inspires  drug  would  hit  th 
market  several  years  ahead, of  Vertex' 
In  July  Inspire  began  enrolling  patient 
for  late-stage  trials.  Preliminary  resuli 
could  come  as  early  as  2008.  Whe 
6-year-old  Tanner  Buck  took  part  in 
28-day  trial  of  the  Inspire  remedy  la: 
May,  his  parents  watched  for  signs  t 
improvement  but  saw  none;  it  may  b 
that  Tanner  was  unknowingly  given 
placebo  in  the  blinded  clinical  trial. 

"He  hasn't  asked  why  he  has  CF  or  wh; 
it  means  for  him,"  says  his  mom,  Julie  Bud 
"And  since  he's  so  little,  we  don't  see  a  poh 
in  telling  him  the  details.  It  isn't  fair  to  te 
him  he  may  die  from  the  disease  someda 
when  we  don't  know  what's  going  to  hap 
pen  in  the  future."  She  adds,  adamanth 
"We're  hopeful  that  he  will  live  well  int 
adulthood."  I 
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Architects  who  will 
retire  in  2010: 

With  a  home 
on  the  coast: 

And  a  granddaughter 
named  Chloe: 

Who  will  grow  up  to 
be  a  marine  biologist: 


There  is  no  one  exactly  like  you.  Raymond 
James  financial  advisors  understand  your 
financial  needs  are  just  as  unique.  That's 
why  they  have  the  complete  freedom  to  offer 
unbiased  advice  that's  right  for  you  and  your 
family.  There's  a  culture  of  independence 
here.  One  that's  focused  on  the  individual. 
One  that's  as  unique  as  you  are. 


RAYMOND  JAMES 

Individual  solutions 
from  independent  advisors"' 


Poseidon  adventure: 
Orion  Briney  plies  the  Illinois 
River  to  keep  Schaf  er  Fisheries 
supplied  with  carp. 


Entrepreneurs  I 


FISHING 


Schafer  Fisheries  is  reeling  in  profits 


SPITTING  INTO  THE  ILLINOIS 
River  as  he  works,  Orion 
Briney  grunts  and  hoists  up 
a  fat  piece  of  his  bounty. 
"That's  a  big  one  right  there, 
about  45  pounds,"  he  pro- 
claims. Briney  then  chucks  the  Asian 
bighead  carp  onto  a  slimy  heap  of  others 
writhing  on  the  bottom  of  the  boat.  By 
9  a.m.  he's  done  fishing.  His  30-foot  alu- 
minum rig  is  full  and  motoring  back 
toward  the  dock  in  Henry,  111.  His  catch 


in  three  hours  on  this  July  morning:  9,500 
pounds.  "Not  bad,  but  not  great,"  he  says. 
Who  wants  to  buy  Briney 's  ugly  pile  of 
garbage  fish?  Michael  Schafer  does. 

Schafer,  50,  owns  Schafer  Fisheries  in 
Thomson,  111.,  a  Mississippi  River  town  150 
miles  west  of  Chicago.  As  Illinois  waters 
became  clogged  with  the  invasive  Asian 
carp,  Schafer  saw  opportunity  where  others 
saw  environmental  disaster.  He  has  staked 
his  company's  future  on  the  fish,  selling 
2  million  pounds  of  it  last  year  to  20  mar- 


kets across  the  country.  The  fish  made  up 
a  quarter  of  Schafer's  $4  million  in  2005 
revenue;  carp  should  contribute  40%  of 
$7  million  in  sales  this  year.  A  $1  million 
freezer  can  flash  freeze  gutted  carp  for  ship- 
ping in  nine  minutes.  Getting  more  fish 
isn't  a  problem,  so  Schafer  searches  the 
world  for  new  places  and  ways  to  move 
carp.  By  2009  he  hopes  to  be  shipping  10 
million  pounds  of  the  fish  a  year. 

Schafer's  father,  Donald,  started  the 
business  in  1955.  Back  then  the  company 
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"Everyone  is  looking  for  cheap  protein":  Mike  Schafer  sees  a  big  market  in  China  for  his  catch. 


survived  on  sales  of  catfish  to  restaurants 
and  stores.  Donald  died  in  1973,  and 
Michael  took  over  a  year  later,  after  fin- 
ishing high  school.  Even  as  the  business 
stayed  much  the  same  over  20  years,  the 
Mississippi  and  Illinois  rivers  were  in  the 
throes  of  revolution. 

The  1993  Mississippi  floods  trashed 
towns  from  St.  Paul  to  Memphis.  Among 
the  victims:  Mississippi  and  Arkansas  cat- 
fish farmers  who  kept  Asian  carp  in  their 
ponds  to  control  algae  blooms.  The 
swelling  Mississippi  overtook  the  ponds, 
and  the  carp,  native  to  Chinese  rivers  like 
the  Yangtze,  escaped.  Though  small  in 
number,  the  fish  thrived  in  the  Mississippi, 
gorging  on  plankton  and  reproducing  each 
spring.  By  1998  the  fish  had  made  it  to  the 
Illinois,  a  Mississippi  tributary,  thriving  in 
its  placid  and  muddy  backwaters. 

The  infestation  flustered  fishermen  on 
the  Illinois,  100  years  ago  the  largest 
inland  fishery  in  America.  "We  didn't 
know  what  we  were  dealing  with,"  says 
Briney.  "We  thought  it  was  some  kind  of 
monster  trout."  The  carp  drove  out  prof- 


itable species,  like  buffalo  fish  and  shad, 
and  gored  holes  in  fishermen's  nets,  which 
weren't  built  strong  enough  to  harness  the 
raucous  fish.  The  sound  of  a  motor  sends 
carp  launching  high  out  of  the  water  at 
passing  boats,  sometimes  smacking  pas- 
sengers straight  into  the  river.  Water 
skiing  on  the  Illinois  has  become  treach- 
erous. "It's  like  popcorn  exploding  out 
there,"  says  Steven  Shults,  a  biologist  with 
the  Illinois  Department  of  Natural 
Resources.  A  lot  of  popcorn.  The  DNR 
estimates  56  million  pounds  of  Asian  carp 
swim  in  the  Illinois.  All  the  better,  says 
Schafer,  who  was  inspired  to  start  selling 
the  fish  six  years  ago.  "There  weren't 
enough  to  bother  with  before  then,"  he 
says.  "But  there  sure  are  now." 

The  popularity  of  carp  in  China  has 
led  to  overfishing  and  a  dwindling  sup- 
ply. Steven  McNitt,  Schafer's  head  of  sales, 
figured  the  natural  arena  for  the  fish 
would  be  in  Asian  markets.  So  in  2002 
McNitt  flew  to  Los  Angeles,  grabbed  a 
phone  book  and  started  canvassing  fish 
stalls.  He  soon  landed  his  first  order:  125 


60-pound  cases  a  week.  "That  account  is 
still  with  us,"  McNitt  beams.  He  then  got 
together  enough  carp  orders  to  fill  one  of 
Schafer's  refrigerated  semitrucks.  Soon  a 
full  truck  headed  west  every  two  weeks. 
Now  Schafer  sends  one  semi  load  a  week 
to  the  West  Coast,  with  customers  from 
L.A.  up  to  Vancouver.  The  company  has 
added  customers  in  New  York,  Chicago 
and  Toronto  and  owns  nine  refrigerated 
18-wheelers.  Shipping  to  Los  Angeles 
costs  ten  cents  a  pound. 

Fishermen  invested  in  rugged  60- 
pound  test  monofilament  nets  at  $600 
each.  Briney  corrals  herds  of  carp  into  a 
line  of  seven  100-yard-wide  nets  using  his 
300hp  outboard  motorboat.  On  a  big 
morning  Briney  can  snare  15,000  pounds, 
good  for  a  payday  of  $2,700  at  the  18  cents 
a  pound  Schafer  gives  him.  Schafer  sells  the 
carp  filleted  for  85  cents  or  so  a  pound  or, 
in  most  cases,  simply  gutted  with  the  head 
still  attached  for  55  cents  a  pound. 

Asian  buyers  sometimes  want  the  fish 
with  the  head  intact  for  traditional  soup 
recipes.  Another  way  to  clean  up  is  to 
grind  the  bones,  scales  and  guts  into  a 
mush  that  can  be  sold  in  55-gallon  drums 
for  $178  as  organic  fertilizer.  Last  year 
Schafer  sold  100,000  gallons  of  the  fertil- 
izer to  farmers  from  Idaho  to  Florida. 

Schafer  is  jockeying  for  a  $750,000  grant 
from  the  state  of  Illinois  to  buy  a  machine 
to  chop,  form  and  precook  carp  patties  that 
can  be  fried  up  in  state  prisons  and  insti- 
tutions. "Everyone  is  looking  for  cheap 
protein,"  Schafer  says.  McNitt  recendy 
returned  from  China,  where  he  met  with 
fish  buyers.  He  is  holding  out  for  50  cents 
a  pound  for  whole  fish,  just  enough  to  cover 
his  considerable  transportation  costs.  He  is 
also  trying  to  sell  fish  skin,  which  contains 
collagen,  to  cosmetics  makers. 

Competition  is  nibbling.  James  L. 
Sneed,  61,  a  retired  computer  engineer, 
heads  a  group  of  investors  spending 
$10  million  to  build  a  100-foot  carp  barge. 
It  will  house  a  gutting  and  packaging  plant 
and  several  teams  of  fishermen,  while 
trawling  the  Illinois,  Mississippi,  Ohio  and 
Missouri  rivers.  Sneed  aims  to  harvest 
30  million  pounds  of  carp  a  year.  He  won't 
confront  any  limits  from  the  authorities. 
Says  DNR  biologist  Wayne  Herndon:  "Our 
goal:  reduce  the  population  to  zero."  F 
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Powerful  mobile  computing  meets  powerful  backup. 

The  HP  Compaq  nx°420  Business  Notebook  with  Intel" 
Centrino'  Duo  Mobile  Technology,  plus  HP's  exclusive 
3-in-l  NAS  Docking  Station.  The  ideas  that  move  your 
business  are  now  secured,  simply,  in  one  place. 

To  back  up  better,  call  1-800-799-MYHP 
Find  a  reseller  or  visit  hp.com/go/nx9420d. 
nx9420  starting  at  $1329. 
Docking  Station  starting  at  $349. 


n  v  e  n  t 


HP.COM/PERS0NAL 
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THE  MEDIA  BUSINESS 


Pressure  Cooker 

Meredith  Corp.  wants  its  home-and-hearth  magazines  to  sizzle  beyond  the 
printed  page.  Recipes  by  podcast  and  text  message,  anyone?  By  Allison  Fass 


EVEN  DURING  HER  FAMILY'S 
lean  times  in  the  1940s  Beatrice 
Lacy  spent  a  nickel  every  week 
to  buy  Family  Circle  at  the  gro: 
eery  store.  The  magazine,  with 
articles  about  making  the  most  of 
linoleum  floors  and  whipping  up  thrifty 
meals,  was  an  indulgence  the  Kansas 
homemaker  refused  to  do  without.  "It  was 


the  only  thing  she  did  for  herself,"  says 
Stephen  M.  Lacy  of  his  late  grandmother. 

Lacy,  the  new  chief  executive  of 
Meredith  Corp.,  the  Des  Moines  pub- 
lisher of  Family  Circle  and  24  other  mag- 
azines, including  Better  Homes  and  Gar- 
dens and  Ladies'  Home  Journal,  wants  to 
make  its  publications  just  as  indispensi- 
ble  to  women  today.  At  a  time  when 


some  readers  and  advertisers  are  choos- 
ing digital  platforms  over  traditiona 
media,  Lacy,  52,  is  pushing  its  magazine 
content  far  beyond  the  printed  page  anc 
supermarket  newsstands — and  long  fea- 
tures about  how  to  freeze  rhubarb.  He  ii 
offering  new  products  and  content-deliv- 
ery vehicles  created  for  women  who  wani 
a  well-kept  home  and  well-adjusted  chil- 
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There's  a  lot  to  consider  when  choosing  a  private  jet  provider  from  the  options  that  best  fit  you,  to 
the  essentials  of  safety,  service  and  stability. 


Safety 


Service 


Only  fractional  program  to  receive  ARG/US  Platinum  Safety  Rating  and  participate  in 

the  FAA  Aviation  Safety  Action  Program. 

Largest  dedicated  maintenance  network  in  the  industry. 

Customized  options  -  Fractional,  Lease  and  JetPASS  Ultimate  Travel. 
Most  professional  and  courteous  crew  and  service  members. 


A  Raytheon  Company. 
Stability        Dedicated  fleet  of  over  1 50  aircraft,  with  largest  fleet  of  Light  jets 
and  Legacy  Executives. 

Safety  Service.  Stability.  More  reasons  to  choose  Flight  Options. 


877.703.2348  I  www.flightoptions.com 

Flight  Options,  LLC  is  a  Raytheon  Company. 


Remember  when  technology 

had  the  ability  to  amaze  you? 


Believe  again. 

Now  you  can  believe  in  a  new  kind  of  IT  management.  Unified  and  simplified  IT  management 
that  makes  your  business  more  productive,  nimble,  competitive  and  secure. 

We  all  know  that  companies  are  demanding  more  from  IT  —  expecting  IT  to  be  a  strategic  and 
competitive  advantage.  Yet  today's  complex  IT  environments  require  you  to  manage  across 
point  solutions,  siloed  organizations  and  redundant  technology. 

A  better  alternative?  Choose  an  integrated  approach  to  IT  management.  An  approach  in  which 
software  unifies  your  people,  processes  and  technology  to  increase  efficiency  and  optimization. 
Only  one  global  software  company  can  do  that.  CA,  formerly  known  as  Computer  Associates, 
has  focused  solely  on  IT  management  software  for  over  30  years. 

Our  technology  vision  that  makes  this  promise  real  is  called  Enterprise  IT  Management,  or  EITM. 
At  its  heart  is  the  CA  Integration  Platform  —  a  common  foundation  of  shared  services  that  gives 
you  real-time,  dynamic  control  and  flexibility.  Its  greatest  benefit?  CA  software  solutions  come 
to  you  already  integrated,  and  able  to  integrate  with  your  existing  technology  to  optimize  your 
entire  IT  environment. 

Ultimately,  a  well-managed  IT  environment  gives  you  the  visibility  and  control  you  need  to 
manage  risk,  manage  costs,  improve  service  and  align  IT  investments.  To  learn  more  about 
how  CA  and  our  wide  array  of  partners  can  help  you  unify  and  simplify  your  IT  management, 
visit  ca.com/unify. 


Transforming 
IT  Management 


dren— and  the  advertisers  that  are  des- 
perate to  reach  them.  "We're  trying  to 
position  ourselves  to  be  able  to  access 
more  buckets  of  money,"  says  Lacy. 

Selling  real-world  products  may  help. 
Lacy  is  pushing  his  publishers  to  come 
up  with  ideas  for  new  branded  offerings, 
like  the  Better  Homes  patio  furniture  sold 
at  Wal-Mart.  Already  600  readers  of 
Meredith's  84-year-old  magazine  have 
joined  its  $25  wine-of-the-month  club, 
created  a  few  months  ago.  Some  may 
even  want  to  live  in  Better  Homes- 
inspired  neighborhoods,  where  editors 
may  design  home  exteriors  and  interiors, 
according  to  one  idea.  Parents  sub- 
scribers, meanwhile,  are  the 
target  for  a  line  of  kiddie 
activity  books  and  other  toys. 

Finding  new  ways  to 
deliver  Meredith's  down-home 
magazine  content  to  on-the-go 
consumers  is  a  priority.  Lacy, 
who  confides  that  his  16-year- 
old  daughter  is  so  addicted  to 
text  messages  that  she  sends 
them  from  church,  has  spent 
$60  million  since  2000  to 
upgrade  Meredith's  Web  sites 
and  digital  capabilities.  Now 
Family  Circle  subscribers  who 
are  parents  of  adolescents  can 
listen  to  podcasts  about  dealing 
with  troublesome  teens.  Preg- 
nant American  Baby  readers 
are  able  to  download  informa- 
tion, including  weekly  preg- 
nancy tips,  to  Palm  handheld 
devices.  BHG.com,  the  Web 
version  of  Meredith's  flagship  magazine, 
sends  text  messages  to  remind  home- 
owners to  change  furnace  filters  and  the 
batteries  in  their  smoke  detectors.  In 
addition,  the  magazine  created  a  DVD  on 
lighting,  sponsored  by  General  Electric, 
that  it  offers  with  in-store  demonstra- 
tions at  Home  Depot. 

Lacy  is  also  looking  for  tie-ins  with 
the  company's  14  TV  stations.  More  Good 
Day  Oregon,  a  morning  TV  show  that 
airs  on  KPTV,  a  Fox  affiliate  in  Portland, 
is  inspired  by  Meredith's  magazine  for 
40-plus  women,  More,  and  may  roll  out 
to  other  markets.  "We  need  to  be  as 
ubiquitous  as  possible,"  says  Lacy,  who 


became  chief  executive  in  July. 

Meredith  also  needs  new  sources  of 
revenue.  Traditional  publishing  accbunted 
for  the  majority  of  the  company's  $1.6  bil- 
lion in  revenue  and  $267  million  in  profit 
before  interest  and  taxes  for  the  fiscal  year 
ended  June  30.  Ad  sales  (excluding  five 
magazines  purchased  last  year)  grew  a  so- 
so  4%,  to  $764  million.  At  Better  Homes, 
ad  pages  so  far  this  year  are  off  7%  from 
2005,  says  tracker  Media  Industry  Newslet- 
ter. Meredith's  stock  has  dropped  16% 
from  an  April  high  of  $56. 

Meredith  first  dabbled  beyond  the 
ink-and-paper  business  in  1995  with 
Agriculture  Online.  The  Web  site  is  tied  to 


By  the  Numbers 


Home  Depot 

Women  like  Meredith  Corp.'s  tips  for  living  and  eating  well 
They  also  buy  its  patio  furniture,  toys  and  wine. 


Visitors  to  Meredith 
Web  sites  in  June.  Rival  iVillage  got  14  million. 

The  number  of  recipes 
tested  by  Meredith  over  the  past  75  years. 

The  amount  Edwin  T. 
Meredith  borrowed  to  bring  East  Coast  ad  execs 
to  Des  Moines  by  chartered  train  in  1912. 

The  median  age  of  the  Better  Homes 
and  Gardens  reader,  up  from  43  in  1990. 

Sources:  Meredith  Corp.;  ComScore  Media  Metrix;  MRI. 


Successful  Farming,  the  first  title  published 
by  company  founder  Edwin  T.  Meredith, 
in  1902.  (His  descendants  own  19%  of 
Meredith  Corp.'s  stock  and  hold  61%  of 
the  votes.)  It  was  a  surprise  success, 
attracting  tech-sawy  farmers  and  big- 
time  advertisers,  including  John  Deere. 
But  the  company's  Web  efforts  didn't  pick 
up  steam  until  Lacy  took  over  the  Internet 
group  in  2000.  Synergy  can  go  the  other 
way,  too.  The  company  created  Diabetic 
Living,  a  quarterly  magazine  that  can  be 
found  on  some  newsstands,  in  2004  after 
executives  noticed  high  readership  of  an 
e-newsletter  on  diabetes. 

An  accountant  by  training,  Lacy 


doesn't  cook  or  decorate.  Lest  anyon< 
think  an  accountant  too  risk-averse,  he  i: 
stirring  the  pot  in  Des  Moines.  He  dis 
missed  the  editor-in-chief  of  Bette 
Homes  in  April.  The  new  editor,  Gayli 
Goodson  Butler,  plans  to  make  the  mag 
azine  more  accessible  to  busy  readers 
with  shorter  articles  and  simpler  features 
The  September  issue,  Butler's  first 
includes  quick  weekend  recipes,  with  \ 
glossary  that  defines  flank  steak 
prosciutto  and  cumin.  BHG.com  i 
adding  short  video  vignettes  that  explaii 
how  to  slice  a  mango  and  cut  up  j 
cantaloupe. 

Meredith  doubled  in  size  over  nim 
years  under  Lacy's  predeces 
sor,  William  T.  Kerr,  wh( 
engineered  the  $350  millioi 
acquisition  of  five  magazines 
including  Family  Circle,  fron 
Gruner  &  Jahr  in  2005.  Inter 
nal  growth  is  more  likely  t< 
come  from  new  ways  o 
exploiting  Meredith's  databasi 
of  85  million  people,  a  list  tha 
includes  25  million  mom 
with  young  kids  and  16  mil 
lion  emptv  nesters.  Mereditl 
knows  their  ages,  incomes  anc 
interests,  which  include  fit 
ness,  natural  foods  and  pets.  I 
an  advertiser  wants  to  reach 
say,  a  million  Hispanic  womei 
who  have  a  kid  in  diapers  an< 
at  least  one  pet,  it  could  servi 
them  up. 

Meredith  recently  helpe( 
General  Mills  blitz  moms  o 
kids  under  the  age  of  2  wit! 
e-mail  pitches  for  Cheerios.  For  Hyunda 
it  created  a  direct-mail  database  an< 
helped  identify  potential  car  buyers 
Meredith  recently  shelled  out  closi 
to  $10  million  for  O'Grady  Meyers,  < 
Los  Angeles  agency  that  creates  Web  site: 
and  loyalty  programs  for  marketers.  A 
least  three  more  Web-focused  acquisi 
tions  are  planned. 

Like  Reader's  Digest  Association 
Meredith  will  be  as  much  a  marketing 
company  as  a  media  outfit.  Lacy  says 
"We've  learned  a  great  deal  about  needing 
to  think  of  ourselves  as  platform  agnostic 
not  magazine  publishers."  t 
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(/eating  an  exceptional  business  experience  is  on  our  agenda. 

Have  your  next  meeting  in  New  Orleans,  the  only  city  in  America  where  your  organization  can  experience  world-class 
service  and  amenities  in  an  authentic  setting  rich  with  culture  and  charm. 
Our  hotels,  facilities,  restaurants  and  one-of-a-kind  shops  are  welcoming  groups  j 

of  all  sizes  with  open  arms,  and  our  commitment  to  making  each  and  every  visit  ^w"!'  i  p  ^  a  r  /—yp  i  r  a  |\|C 
exceptional  has  never  been  greater.  So  come  to  New  Orleans,  get  down  to 


business  and  be  served  like  no  place  else. 


METROPOLITAN  CONVENTION  &  VISITORS  BUREAU.  INC. 

1.877.393.5828  wvmneworleansmeetingxom 


With  Food 

reshDirect  keeps  the  online  grocery  dream 
alive  by  constantly  honing  its  operations. 

By  Chana  R.  Schoenberger 


I  OR  JASON  ACKERMAN,  THE 
sound  of  inefficiency  is  a  ringing 
telephone.  It  means  a  customer 
of  his  online  grocery  store, 
FreshDirect,  has  received  red 
peppers  instead  of  green,  doesn't  like  the 
look  of  the  salmon  filets  or  is  mad  because 
the  order  arrived  late.  Every  time  one  of 
his  50  customer-service  reps  picks  up  the 
phone  it  costs  him  $3.50,  plus  the  cost  of 
crediting  wrong  items. 

Ackerman's  job,  as  FreshDirect's 
cofounder  and  chief  financial  officer,  is  to 


silence  that  phone — and  the  critics  who 
have  derided  the  potential  for  online  gro- 
cers ever  since  the  reported  $1  billion 
flameout  of  Webvan  in  2001. 

FreshDirect  has  been  catering  to  time- 
pressed  and  finicky  gourmets  since  its 
trucks  began  trolling  the  streets  of  New 
York  City  in  2002.  FreshDirect  now  sells 
$200  million  worth  of  food  a  year.  It  will 
ship  2  million  orders  of  60  million  items 
packed  into  8  million  boxes  this  year. 
One-quarter  of  its  10,000  items  are 
customizable  (pick  your  steaks  thickness, 


marinade  and  packaging).  The  company 
assembles  each  day's  orders  between  1 1 
p.m.  and  1 1  a.m.,  and  most  of  the  trucks 
must  depart  by  1  p.m.  "You  have  to  be 
done,"  says  Ackerman,  a  former  food- 
industry  investment  banker.  "There's  no 
choice.  You  can't  do  it  tomorrow." 

FreshDirect  was  bankrolled  in  1999  by 
Ackerman  and  his  Uncle  Peter,  who  own  a 
majority  stake  through  their  fund,  Crown 
Capital  Group.  Insurance  giant  AIG  is  also 
an  investor,  as  are  several  individuals  such 
as  FreshDirect's  chairman,  Richard  Brad- 
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Transforming  ideas  into 
great  potential. 

Realize  Your  Potential 


.ike  the  idea  of  a  pinwheel  to  a  powerful  wind  turbine,  Huawei  innovates  for 
potential  growth  based  on  customers'  needs. 

\s  a  company  committed  to  staying  in  the  forefront  of  the  telecom  industry, 
ve  are  currently  leading  the  way  in  ALL  IP  and  fixed-mobile  convergence  (FMC) 
echnologies  as  well  as  expanding  our  diverse  product  range.  That's  because  at 
Huawei  we  always  strive  to  bring  about  the  best  consumer  experience  to  all  via 
iny  device,  at  anytime,  anywhere. 

3y  offering  what  you  require  right  now  for  your  next  stage  of  development, 
we  help  you  to  truly  realize  the  potential  of  your  business. 


A/ww.huawei.com 


FreshDirect's  kitchen  turns  out 
rotisserie  chickens,  croissants  and  pizzas 
(top).  Groceries  move  through  the 
warehouse  (bottom). 

dock,  who  was  the  president  of  Citibank 
and  chief  executive  ofPriceline.com. 

The  company's  early  days  were  a 
struggle.  It  took  three  years  to  get  the  soft- 
ware and  sorting  systems  sufficiently  well 
tuned  that  the  first  trucks  could  roll.  But 
last  year  FreshDirect  turned  its  first 
(undisclosed)  profit,  and  it  is  constantly 
shaving  costs,  as  its  chefs  do  with  a  block 
of  Parmesan.  In  the  four  years  it  has  been 
open,  FreshDirect  has  bettered  its  item 
accuracy  by  three-tenths  of  a  point,  to 
99.9%.  That  represents  $1.1  million  in  sav- 
ings this  year. 

FreshDirect  is  one  of  a  few  online  gro- 
cers to  have  survived  the  dot-com  collapse, 
along  with  Peapod,  now  a  unit  of  Dutch 


grocer  Royal  Ahold,  and  SimonDelivers  in 
the  Minneapolis  area.  Last  year  the  market 
for  online  groceries  measured  $3.3  billion, 
a  tiny  percentage  of  the  $615  billion  in 
American  grocery  sales,  but  growing  27% 
this  year  over  2005,  according  to  Jupiter 
Research. 

FreshDirect's  continued  success 
depends  entirely  on  product  quality  and 
logistical  prowess.  "The  challenge  is  for 
the  33  pieces  to  show  up  in  the  factory  at 
the  same  time  to  get  on  the  truck,"  says 
Kelly  McGowan,  chief  information  officer. 
He  still  spouts  the  lingo  of  his  old  job  on 
Wall  Street,  comparing  food  delivery  to 
the  electronic  transmission  of  stock  and 
bond  trading  orders. 

FreshDirect  worries  about  things  as 
minuscule  as  the  number  of  times  an  item 
gets  scanned  before  it  gets  to  the  packing 
station.  There,  workers  wearing  snowsuits 


(parts  of  the  warehouse  are  chilled  to  3i 
degrees)  take  items  off  a  conveyor,  scai 
them  and  put  them  in  the  cardboard  box 

If  the  wrong  item  gets  sent  to  th 
packers  by  mistake,  a  runner  exchanges  il 
holding  up  the  order  and  possibly  th 
entire  refrigerated  truck.  Over  the  last  fev 
years  the  company  invested  in  additiona 
scanners  so  that  items  get  scanned  thre 
times  before  they  reach  the  box,  providin; 
extra  places  to  catch  mistakes.  The  addi 
tional  50  cents  it  costs  to  find  an  error  is  j 
lot  less  than  the  $6  or  so  it  would  cost  i 
the  error  slipped  through.  "We're  elimi 
nating  human  error  as  much  as  possible, 
says  Operations  Manager  Ariel  Ramirez. 

FreshDirect  benefits  from  not  havini 
to  arrange  items  as  a  store  would,  wit! 
high-profit  items  at  eye  level  and  low 
profit  bulk  items  down  low.  Instead,  item 
on  eight  long  shelves  are  arranged  base< 
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e  weight  is  over. 


Introducing  the  motorola       exclusively  from  Verizon  Wireless. 

Ultra  thin.  Fully  loaded.  The  Q  comes  equipped  with  Windows  Mobile,®  email 
and  QWERTY  keyboard.  Powered  by  the  nation's  largest  high-speed  wireless 
broadband  network.  Never  before  could  you  do  so  much  with  so  little. 


Get  the  Motorola  Q  for  only  $1 99"  after  $100  instant  rebate' 

Veti '  Onwireless 

www.verizonwireless.com/ 


all  our  representatives  at  1.800.VZW.4  BIZ 

1P0RTANT-  CUSTOMER  INFORMATION:  The  wireless  broadband  network  averages  400-  700  kbps  based  on  our  network  tests  with  5MB  fTP  data  Tiles,  without  compression,  available  in  181  major  metropolitan  areas  covering  over  148 
illion  people,  and  is  expanding  coast  to  coast.  Actual  speeds  and  coverage  vary.  Coverage  limitations,  maps  &  details  at  verizonwireless.com.  Email:  Additional  charges  apply.  Motorola,  Q  and  their  logos  are  trademarks  of  Motorola,  Inc. 
Offer  valid  with  new  voice  plan  of  $39.99  monthly  access  or  higher  and  a  data  feature  of  $44.99  monthly  access,  or  any  new  Voice  and  Data  Choice  Bundles™  plan  starting  at  $79.99  monthly  access  with  a  two-year  Customer  Agreement. 


new  m 


A<h  i.TtiMng  Section) 


r. 


r  > 

"the  company  payroll 

Making  It  Work  for  Everyone  By  Curtis  Rist 


With  the  operating  budgets  for  payroll  department! 
continuing  to  rise,  the  corporate  payroll  process  has 
become  a  focus  for  innovation  and  cost-saving  measures 
The  smooth  functioning  of  payroll  operations  has  alsc 
become  linked  to  employee  satisfaction,  and  governmeni 
demands  for  timely  payment  are  more  urgent  than  ever. 


^1^™^  or  companies  willing  to  change  their  traditional 
B^j  methods  of  managing  the  payroll,  the  cost  sav- 
ings and  increased  efficiencies  can  be  enormous. 
Jk        "We've  seen  companies  achieve  substantial  cost 
savings  and  increase  employee  satisfaction  just  by  focusing 
on  what  is  all  too  often  overlooked  as  an  insignificant  cost 
of  doing  business,"  says  Dan  Maddux,  executive  director 
of  the  American  Payroll  Association. 

To  focus  awareness  on  the  payroll  process  and  its 
importance  in  the  economy,  the  APA  is  celebrating 
National  Payroll  Week  from  Sept.  4  through  Sept.  8. 


"National  Payroll  Week  helps  employees  learn  abou 
their  paychecks  and  tells  them  how  to  put  the  mos 
money  in  their  pockets  each  payday,  by  using  preta: 
payroll  deductions  and  employer-provided  benefi 
programs,"  says  Maddux.  "Through  our  'Getting  Pai< 
In  America'  survey,  conducted  each  year 
at  www.nationalpayrollweek.com  and 
available  through  September  8,  we  also 
uncover  important  data  that  helps  the 
payroll  industry  and  employers  improve 
their  payroll  processes." 


IF  we  managed  their  contract  workers, 
they  could  have  afforded  a  better  grade  of  marble. 


ntact  Lisa  Quattrini,  Executive  Vice  President,  at  1-888-828-2750. 
Axium  International  Company/Certified  MBE.  ensemblemsp.com 
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44  We've  seen  companies  achieve  sub- 
stantial cost  savings  and  increase 
employee  satisfaction  just  by  focusing 
on  what  is  all  too  often  overlooked  as 
an  insignificant  cost  of  doing  business.  J  J 

DAN  MADDUX 
Executive  Director 
American  Payroll  Association 

OUTSOURCING  FOR  EFFICIENCY 

With  rising  costs,  many  companies  find  that  managing 
payroll  tax  compliance  internally  has  become  too  compli- 
cated and  costly.  Direct  costs  include  operation  of  the  pay- 
roll tax  reporting  function,  while  indirect  costs  include 
administrative  personnel  connected  with  a  company's  struc- 
ture. For  these  companies,  outsourcing  payroll  may  prove 
the  most  efficient  solution. 

This  can  be  as  simple  as  turning  over  the  payroll  operations 
to  a  third  party,  or  in  the  case  of  Ensemble  Workforce 
Solutions,  Inc.,  taking  this  to  a  new  level.  For  certain  clients, 
Ensemble  literally  becomes  the  Employer  of  Record.  "We 
don't  just  cut  the  checks  for  the  employees,  they  actually 
become  employees  of  Ensemble,"  says  company  President 
Michael  Werblun.  "We  free  companies  by  taking  on  all  tax 
liabilities,  employer  risk  and  administration  tasks,  as  well  as 
insurance  and  workers  comp."  This  is  a  particular  advantage 
to  companies  that  need  to  have  a  flexible  workforce. 

One  company,  for  instance,  turned  to  Ensemble  to  hire 
1,000  contract  employees  it  needed  to  tackle  a  six-month 
project.  Another  company  wanted  to  expand  quickly  by 
establishing  an  office  in  Dubai  —  an  office  that  is  entirely 
staffed  by  Ensemble.  A  third  hired  a  raft  of  summer  interns, 
all  technically  employed  by  Ensemble,  rather  than  becoming 
entangled  in  the  company's  own  payroll  operations. 

Ensemble  now  operates  in  more  than  20  countries. 
"What  differentiates  us  is  that  we  have  the  size  and  the 
financial  stability  to  take  on  large  numbers  of  employees," 
says  Werblun.  In  addition,  the  company  has  a  suite  of  tech- 

How  Companies  Handle  Payroll 


Part  in-house,  part 
by  a  service  provider 


Ail  by  a 
service  provider 


AH  in-house 


Source:  APA's  2005  Survey  of  Salaries  &  the  Payroll  Profession. 
The  results  are  +/-  4.8  %. 


nology  services  that  helps  clients  understand  all  aspects  of 
their  workforce.  "We  are  an  enterprise  solution  provider 
and  can  help"  clients  understand  how  much  they're  spend- 
ing, where  they're  spending  it,  and  where  their  savings  can 
be,  which  in  most  cases  is  very  dramatic." 

While  outsourcing  can  provide  cost  savings,  keeping  pay- 
roll in-house  can  also  be  cost-effective  and  provide  a  level  of 
control  that  is  appealing  to  many  companies.  "When  it  comes 
to  in-house  versus  outsourcing,  no  single  solution  is  correct 
for  everyone,"  says  APA's  Maddux.  "The  best  solution  will  be 
based  on  the  company's  individual  requirements,  access  to 
technical  support  and  other  internal  resources,  and  a  desire  to 
control  their  processes." 

In  addition,  companies  don't  need  to  outsource  all  payroll 
functions  in  order  to  get  the  most  value.  Many  service 
providers  will  work  with  companies  that  want  to  retain  spe- 
cific functions  in-house,  while  outsourcing  areas  that  present 
significant  challenges  or  require  specific  expertise.  According 
to  APA  surveys,  approximately  54%  of  companies  handle  all 
payroll  processing  functions  in-house. 

CUTTING  COSTS  WITH  PAY  CARDS 

The  payroll  industry  has  been  fundamentally  changed  by 
the  emergence  of  the  payroll  card,  which  replaces  the  papei 
paycheck  and  the  costs  and  inefficiencies  associated  with  it. 
One  recent  study  shows  that  companies  can  reduce  theii 
payroll  costs  by  up  to  40%  when  they  switch  from  printed 
checks  to  electronic  pay. 

"Some  of  the  industries  that 
benefit  most  from  pay  cards 
include  retail,  hospitality,  restau- 
rant, temporary  staffing  and 
health  care,"  says  Carole  Ford,  vice 
president  of  payment  services  at 
Comdata®  Corporation.  "These 
industries  experience  some  of 
the  highest  turnover  among 
their  hourly  employee  bases, 
which  means  that  some  of  the 
administrative  efforts,  such  as 
the  pre-note  requirements;  can 
make  traditional  direct  deposit  overwhelming."  The  pay  card 
streamlines  the  administration  process,  and  also  allows  employ- 
ees without  bank  accounts  to  access  their  earnings  without 
resorting  to  expensive  check  cashing  facilities.  "It's  a  win-win 
situation  for  everyone." 

Comdata  is  one  of  the  leading  pay  card  providers,  and 
pioneered  the  concept  nearly  15  years  ago.  "Over  the 
course  of  the  last  seven  years,  Comdata  has  found  a  niche  in 
working  with  some  of  the  country's  largest  retailers,  movie 
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theater  chains,  restaurants,  and  temporary  staffing  agencies, 
each  of  which  has  a  large  base  of  employees  who  do  not 
necessarily  have  traditional  bank  accounts.  Those  industries 
have  always  wanted  to  fill  in  the  direct  deposit  'gap'  left  by 
non-banked  employees  —  Comdata's  pay  card  has  enabled 
them  to  do  just  that." 

The  cost  savings  of  the  pay  card  are  evident.  The  cost  to 
issue  and  deliver  a  paper  check  can  be  up  to  $2,  according  to 
the  U.S.  Office  of  the  Comptroller  of  the  Currency,  says 
Ford,  which  includes  processing,  distribution  and  bank 
charges.  "Factor  into  that  lost  and  stolen  checks  and  the 
potential  for  fraud,  and  the  cost  is  much  higher,"  she  says.  By 
replacing  paper,  these  costs  and  risks  can  be  contained. 
Comdata  not  only  provides  an  electronic  delivery  mecha- 
nism for  an  employee's  net  pay,  it  also  enables  companies  to 
place  an  employee's  pay  statement  on  the  Web,  truly  elimi- 
nating the  need  to  distribute  any  paper. 

Implementing  an  electronic  pay  program  doesn't  have  to 
be  difficult.  "An  organization  with  a  true  commitment  to 
replacing  paper  can  work  with  an  experienced  partner  who 
can  lead  the  way  with  marketing  tools  and  employee  training 
to  make  the  transition  to  electronic  pay  easier,"  says  Ford. 
"With  the  pay  card,  everybody  wins."  # 


National  Payroll  Week 

(NFW)  is  a  public  awareness  campaign  celebrating  pay- 
checks and  the  people  who  make  payday  happen.  Starting 
on  Labor  Day,  NPVV  educates  workers  and  high  school 
students  about  the  payroll  withholding  system  and 
explains  how  they  can  take  advantage  of  payroll-driven 
benefits.  Currently  enjoying  its  10-year  anniversary, 
National  Payroll  Week  also  celebrates  the  fact  that  payroll 
collects  67%  (more  than  $  1 .5  trillion)  of  the  U.S.  Treasury's 
revenue,  keeping  our  nation  strong.  This  fact  is  the  inspira- 
tion for  the  NPVV  slogan:  America  Works  Because  We're 
Working  For  America®.  More  information  and  resources 
are  available  at  www.nationalpayrollweekcom. 


WEB  DIRECTORY 


American  Payroll  Association 
www.americanpayroll.org 

Comdata 

www.comdata.com 

Ensemble 

www.ensemblemsp.com 
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Paying  your  employees  doesn't 
have  to  be  chaotic. 

Comdata®  brings  order  and  simplicity  to  your  payroll  management 
program.  Trie  Comdata  Card  offers  a  cost  effective  alternative  to  paper 
checks  for  distributing  funds  to  both  banked  and  unbanked  employees. 
Now  you  can  gain  convenience  and  flexibility  with  your  electronic  payroll 
program  in  a  secure,  card-based  solution. 

Employees  benefit  by  receiving  payroll,  expense  reimbursement, 
emergency  funds,  per  diems,  and  settlements  all  on  one  card,  at 
over  six  million  Maestro®  &  Cirrus®  point-of-sale  and  ATM  locations 
worldwide. 

You  realize  the  bottom  line  benefits  by  reducing  paper  checks 
production,  distribution  and  reconciliation.  What  could  be  more  simple? 

Visit  www.comdata.com  to  learn  more  and  simplify  your  payroll 
management  program. 


Order. 


One  Card.  Endless  Possibilities. 


Comdata"  is  a  wholly  owned  subsidiary  of  Cendian  Company 


£1  COMDATA 


A  Ceridian  Company 


Be  sure  to  check  out  www.naitioriarpayroHweek.com  for  more  information  on  how  to  strei 
your  pay  further.  And,  take  the  NPW  survey  for  a  chance  to  win  a  free  paycheckl* 

Celebrate  payday  and  payroll  professionals  who  pay  us  during  the  I  Oth  anniversary  ( 

NATIONAL  PAYROLL  WEEK 

September  4-8,  2006 
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America  Works  Because  We're  Working  for  America 
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logistics 


In  the  hands  of  deliverymen, 
customers'  orders  move  by  trucks, 
handcarts  and  stairs. 

on  how  often  they're  ordered,  how  much 
they  weigh,  and  how  delicate  they  are. 
Heavy  jugs  of  Tide  go  at  the  beginning  of 
the  picking  process  and  fragile  sliced 
breads  at  the  end.  Pickers  take  the  items 
off  the  shelves  and  put  them  into  a  nine- 
box  array  that  moves  between  picking 
bays  on  an  overhead  track,  like  a  ski  lift. 

When  orders  are  finished  but  their 
picking  basket  has  to  wait  in  line  behind 
incomplete  orders,  the  company  wastes 
money.  Pickers  now  send  35%  of  all 
orders  through  quicker,  cutting  the  boxes' 
travel  time  from  45  minutes  to  30.  The 
software  creates  one  pick  list  for  items 
stored  in  farther-out  aisles  and  another  for 
closer-in  items,  where  most  of  the  pickers 
work.  Where  once  an  order  traveled  an 
average  of  1,000  feet  in  the  warehouse, 
now  it  goes  830  feet. 

FreshDirect's  1 50  drivers  must  race  to 
meet  the  two-hour  window  the  company 
promises  customers.  Without  maps  or 
GPS,  Manhattan-bound  drivers  have  to 


know  the  intricacies  of  service  elevators, 
parking  spots  and  difficult  building  super- 
intendents. That's  why  new  drivers  deliver 
35%  fewer  orders  than  experienced  ones. 
During  rush  hour  FreshDirect  limits  the 
number  of  delivery  slots  it  offers  and 
keeps  drivers  away  from  crowded  streets, 
instead  dispatching  a  bigger  truck  to  serve 
as  a  base  for  deliverymen  pushing  hand- 
carts to  customers'  apartments. 

The  kitchen  where  FreshDirect's  exec- 
utive chef,  Michael  Stark,  prepares  his 
packaged  meals  is  increasingly  automated, 
too.  Stark  spent  two  years  translating  his 
recipes  into  the  SAP  factory  software. 
When  an  order  for  lasagna  comes  in,  the 
system  checks  the  kitchen's  inventory  and 
orders  meat,  pasta,  cheese  and  tomato 
sauce,  routing  the  meat  to  the  deli  for 
grinding.  There's  more  automation  to 
come,  with  machines  to  grill  pizzas  and 
form  meatballs. 

New  Yorkers  already  turn  to  Stark  for 
1,000  rotisserie  chickens  a  week.  As  the 
company  gets  bigger,  squeezing  costs  is  as 
important  as  squeezing  oranges.  F 


An  Order's  Progress 


9  P.M. 


9  P.M.  The  order  goes 
to  the  company's  SAP 
software  system  via  the 
Internet. 

9  P.M.  The  software 
looks  at  its  inventory  to  make  sure  it  can  match  the 
customer's  order. 

11  P.M.  The  software  checks  in  with  the 
transportation  management  system,  which 
decides  what  truck  should  get  the  order  and 
where  the  boxes  should  go. 

12  A.M.  The  order  is  sent  to  the  warehouse 
control  system. 

12  A.M.  The  warehouse 
software  spits  out  instructions 
for  manufacturing  and  picking. 

2  A.M.  ; 


■SK«  r  2  ssrage  area 

4  A.M.  The  pickers  take  grocery  items  off  the 
warehouse  shelves  and  put  them  in  totes  on 
conveyor  belts. 


A.M. 


7:30  A.M.  The  boxes  are  loaded  onto  a 
refrigerated  truck. 

9  A.M.-1  P.M.  The  truck  leaves  the  factory. 
5  P.M. 


5  x 
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WILLIAM  COLEiMAN  DOESN'T  NEED  TO  MAKE  ANOTHER  FORTUNE  IN  HIGH-TECH.  HE  IS 
58  years  old  and—twice— has  earned  more  than  enough  money  to  retire.  The  first  time 
came  in  1993,  when  Coleman  was  45  and  had  just  quit  after  eight  years  at  Sun  Micro- 
systems. The  second  time  came  a  few  years  later,  after  he  cofounded  BEA  Systems, 
a  $1.2  billion  (sales)  maker  of  Web  software  (known  as  Bill,  he  is  the  "B"  in  BEA);  in  the 
bubble  his  net  worth  approached  the  billion-dollar  mark.  Yet  here  he  is,  chasing  another 


Cheap  Revolution 


tech  boom.  Its  like  an  addiction,  he  says.  He  can't  stop  himself. 

This  next  wave  is  going  to  be  bigger  than  anything  that 
came  before  it,  says  Coleman,  a  former  ski  racer  who  still  skis  35 
days  a  year,  and  he  can't  bear  to  just  stay  on  the  slopes  and 
watch.  And  so  he  has  created  a  new  company,  Cassatt,  to  go 
after  it.  He  believes  this  one  could  end  up  bigger  than  BEA.  "We 
are  going  into  a  period  of  unbelievable  disruption,"  he  says. 
"We're  about  to  see  a  huge  tectonic  shift,  more  dramatic  than 
anything  in  the  past.  This  is  the  next  boom,  the  next  big  storm. 
Things  are  going  to  get  really  wild." 

They  already  are.  Coleman  is  one  of  dozens  of  new  barbar- 
ians plotting  the  Cheap  Revolution,  the  wholesale  shift  by  corpo- 
rate customers  and  techmakers  to  cheap  chips  and  open-source 
(often  free)  software  such  as  Linux.  They  are  embracing  simplic- 
ity, unlocking  prodigious  new  power  and  cutting  tech  costs  by  up 
to  90%,  threatening  the  Silicon  Valley  plutocracy:  the  proprietary 
gear,  "closed"  software,  redundant  backup  systems  and  fat  profit 
margins  of  incumbents  like  Microsoft,  IBM,  Oracle,  Cisco,  EMC 
and  other  blue-chip  nameplates. 

The  Cheap  Revolution  may  help  explain  why  much  of  old- 
line  tech  has  been  dormant  since  the  crash  that  began  in  early 
2000:  Customers  are  spending,  but  they  spend  in  new  places  and 
get  far  more  for  their  money.  This  next  round  of  upheaval  will 
dictate  which  titans  of  old  tech  never  come  back  and  which  adapt 
well  enough  to  survive.  Coleman  and  other  Valley  veterans  want 
to  use  this  wave  of  creative  destruction  to  produce  a  new  genera- 
tion of  giants — and  new  tech  fortunes. 

Peter  Yared  is  a  new  barbarian  intent  on  sacking  Coleman's 
old  creation,  BEA  Systems.  Yared,  a  Maserati-driving,  35-year-old 
former  Sun  engineer,  is  now  chief  executive  of  ActiveGrid,  a  San 
Francisco  firm  staffed  with  Sun  defectors  and  bent  on  undercut- 
ting software  sold  by  BEA,  IBM  and  Sun.  For  a  package  that  costs 
$180,000  from  the  big  guys,  Yared  boasts,  he'll  charge  $10,000. 
ActiveGrid  even  peddles  a  free,  stripped-down  version  to  get  cus- 
tomers started.  "You  see  that  $5  billion  market  cap  at  BEA?"  Yared 
says.  "That's  going  to  be  ours.  That's  us  in  five  years.  Screw  them. 
BEA  has  its  head  in  the  sand.  Their  business  model  is  out  of 
whack.  We  are  going  to  take  them  out." 


Engineers  are  fleeing  BEA,  Microsoft,  Oracle  and  Sun  to  push 
the  Cheap  Revolution  at  no-name  shops  in  obscure  office  parkj 
in  San  Jose,  San  Mateo  and  Redwood  City.  David  R.  Dargo  Jr. 
a  programming  hotshot  at  Oracle,  retired  in  his  40s  and  was 
playing  golf  all  day  long  when  he  was  lured  back  to  the  Valley 
He  leads  fellow  Oracle  alumni  at  Ingres,  a  database  maker  thai 
aims  to  undercut  Oracle  with  lower  prices  and  better  service 
Paul  Maritz,  who  ran  development  at  Microsoft  before  quitting 
in  2000,  has  assembled  a  team  that  includes  some  formei 
Microsoft  engineers  at  his  new  firm,  PI  Corp.,  to  outdc 
Windows. 

"The  last  thing  elite  talent  wants  to  do  is  work  on  making  z 
15-year-old  software  program  into  a  20-year-old  software  pro- 
gram. The  hot  new  project  is  where  hot  talent  gravitates,"  say; 
Scott  Dietzen,  former  principal  architect  at  BEA.  He  quit  in  2004 
and  is  now  president  of  Zimbra,  a  San  Mateo  maker  of  a  new  ag< 
e-mail  program  that  sells  for  half  the  cost  of  Microsoft's  produd 
and  boasts  features  Microsoft  doesn't  match. 

The  Cheap  Revolution  (a  buzz  phrase  coined  by  FORBES  pub 
lisher  Rich  Karlgaard  in  a  column  in  April  2003)  has  ahead) 
claimed  significant  casualties.  Sun,  Coleman's  former  employer 
seemed  to  rule  tech  six  years  ago;  now  it  teeters  on  the  edge  o: 
the  tar  pit.  Silicon  Graphics,  another  former  highflier,  sough 
bankruptcy  protection  in  May. 

Now  newcomers  are  pushing  lethal  Linux 

into  new  markets:  Motorola  cell  phones,  Sony     ^  disruptive. 

,     ,     ,         ,,,,      Scott  Dietzen 

TVs  and  TiVo  digital  recorders  ( see  box,  p.  Ill);     ^ft  bea 

networking  routers  (Cisco  and  Nortel  face  new  Systems  to  help 
low-cost  rivals;  see  box,  p.  106)  and  data  storage  run  Zimbra. 
(EMC  and  Network  Appliance  are  in  the 
crosshairs).  Every  big  software  maker — including  Microsoft,  BEA 
IBM,  Oracle,  SAP,  SAS  Institute,  Veritas  and  VMware— now  face; 
rivals  pushing  open-source  or  Web-based  alternatives.  The  seller; 
of  these  cut-rate  packages  willingly  accept  profit  margins  of  les; 
than  10%,  one-third  that  of  tech's  Old  Guard. 

"All  these  guys  that  sell  proprietary  hardware  with  propri 
etary  operating  systems  and  massive  margins,  they're  all  dead,' 
declares  Simon  Lok,  founder  of  Lok  Technology  in  San  Jose.  Thi; 
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The  history  of  computing  has  been  defined  by  three  major  eras:  mainframe,  minicomputer  and 
client-server.  Now  a  fourth  wave  is  emerging — and  a  chance  to  create  the  next  tech  giants. 


First  Wave 

1950s-! 960s 


IN  THE  BEGINNING  IBM  RULED  THE  WORLD 

with  its  giant  mainframe  computers, 
hulking  beasts  that  cost  a  fortune  and 
were  a  pain  to  program.  Other  players 
formed  the  bunch  (for  Burroughs,  Uni- 
vac,  NCR,  Control  Data  and  Honeywell). 
Pictured:  An  IBM  System/360  Model  25, 
debuted  in  1968. 
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ear  he  expects  to  sell  $4  million  in  routers  based  on  off-the-shelf 
hips  from  Intel  and  Advanced  Micro  Devices  and  a  free  open- 
aurce  operating  system  called  OpenBSD,  charging  90%  less  than 
lisco  for  what  he  claims  is  tighter  security  and  better  performance. 

At  Cassatt,  Bill  Coleman,  a  former  Air  Force  captain  who  has 
forked  in  tech  for  35  years,  saw  the  cheap  wave  coming  more  than 
decade  ago,  when  he  was  still  at  Sun.  "Computing  is  becoming  a 
ommodity.  Right  now  we're  seeing  an  acceleration  in  that  trend, 


where  the  cost  of  basic  computing  is  being  driven  down  to  almost 
zero,"  he  says.  "This  is  just  evolution." 

Back  in  the  bubble  Coleman's  stake  in  BEA  Systems  pushed 
his  net  worth  close  to  $900  million.  On  paper.  In  January  2001  a 
grateful  Coleman  created  the  Coleman  Foundation  and  pledged 
4  million  shares  of  BEA  stock,  worth  $250  million  at  the  time,  to 
find  ways  to  use  technology  to  improve  the  lives  of  the  mentally 
disabled.  He  and  his  wife  of  22  years,  Claudia,  have  no  children, 
and  the  cause  became  important  to  them  after  their  niece  was 
born  with  trisomy  13,  a  syndrome  caused  by  an  extra  13th 
chromosome. 

By  October  2002  the  dot-com  crash  had  erased  much  of 
Coleman's  fortune— his  BEA  stock  had  plunged  from  $86  to  $5— 
leaving  him  with  $50  million  and  an  unfulfilled  pledge.  "Part  of 
the  reason  I  started  Cassatt  was  to  make  enough  money  to  fund 
the  whole  $250  million,"  he  says. 

He  stepped  down  from  day-to-day  duties  at  BEA  in  2001,  just 
as  tech  was  settling  into  its  long  slide,  and  was  hanging  out  in 
Aspen  but  looking  to  start  another  company.  "I'm  just  not  very 
good  at  sitting  around  having  fun,"  he  says.  In  2003  he  heard  the 
tale  of  a  cadre  of  crack  engineers  who  had  quit  Cray  Research, 
the  old  supercomputer  maker,  to  explore  bringing  powerful 
features  down  to  the  world  of  cheap  servers.  So  Coleman  raised 
$30  million  from  Warburg  Pincus  in  August  2003  to  acquire  the 
ex-Cray  team  and  their  software  and  started  Cassatt.  Since  then 
Cassatt  has  raised  another  $30  million  from  investors  that 
include  In-Q-Tel,  an  investment  arm  created  by  the  Central  Intel- 
ligence Agency. 

Cassatt  s  software,  dubbed  Collage,  takes  aim  at  certain  inef- 
ficiencies of  old  tech:  the  hodgepodge  of  rival  incompatible 
servers  and  software  from  a  dozen  or  more  vendors  and  the 
need  to  buy  far  more  computing  power  than  customers  truly 
need  to  accommodate  peak  usage  times  and  redundant  backup 
systems.  Bank  of  America  reckons  it  gets  only  8%  to  12%  utiliza- 
tion of  the  48,000  servers  it  runs  at  a  dozen  data  centers.  In  June 
it  convened  43  suppliers  and  told  them  the  bank  would  ditch 
most  of  them  and  choose  a  handful  to  help  boost  utilization  to 
50%.  "We're  going  to  start  killing  things  off,"  says  William  Con- 


e Second  Wave 
1970s-1980s 

SMALLER  MINICOMPUTERS  COST  LESS  THAN 
mainframes  and  were  easier  to  use. 
Many  makers  faded:  Digital  Equipment 
Corp.,  Data  General,  Prime  and  Wang. 
Pictured:  dec's  VAX-11,  unveiled  in  1978. 


Third  Wave 

1985-present 

CHEAPER  STILL  WAS  A  CLIENT-SERVER 
setup  linking  PCs  running 

Windows  (clients)  to 
big  Unix  boxes 
(servers).  Led 
by  Apple, 
Compaq,  Dell, 
HP,  IBM, 

Microsoft,  Sun. 
Pictured:  Sun 
E15K  Unix  server, 
which  came 
out  in  2001. 


Fourth  Wave 

2002-? 


RACKS  OF  CHEAP  PC-STYLE  SERVERS  THAT 
run  Linux  software  cut  computing 
costs  by  90%.  New  players:  Rackable, 
Azul,  Red  Hat,  MySQL.  Pictured:  Chief 
Thomas  Barton  of  Rackable  ships  thin 
servers  in  batches  of  1,000  or  more. 
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roy,  the  bank's  enterprise  architecture  chief.  "We're  on  a  strategy 
to  simplify.  We've  got  2,400  applications  running.  We've  got  24 
different  ways  to  open  an  account.  We  want  to  clean  up  the 
redundancies." 

Bank  of  America  could  spend  $200  million  on  this  overhaul, 
a  prize  for  new  barbarians  like  Coleman  and  the  Cassatt  crowd. 
Cassatt's  program,  Collage,  sits  atop  a  pool  of  servers  and  shifts 
processing  power  to  each  application  to  meet  computing  needs 
on  the  fly,  borrowing  muscle  from  other  servers  that  are  idle.  This 
arrangement  lets  companies  do  the  same  work  with  fewer  proces- 
sors. They  will  save  millions  of  dollars  on  the  hardware  but  pay 
Coleman's  company  approximately  $2  million  to  install  Collage 
on  a  1,000-server  cluster.  Collage  is  now  in  use  at  the  National 
Association  of  Securities  Dealers,  the  U.S.  Joint  Forces  Command 
and  the  U.S.  Defense  Contracts  Management  Agency.  Credit 
Suisse  and  FedEx  are  testing  it. 

Collage  acts  like  a  turbocharger  to  let  a  gaggle  of  cheap 
servers  outgun  far  bigger  machines.  Pharmaceutical  giant  Pfizer 
became  a  Cassatt  customer  after  a  demo  in  which  Collage 
enabled  a  $300,000  cluster  of  IBM  blade  servers,  running  24  ordi- 
nary Intel  microprocessors,  to  crunch  through  an  Oracle  data 
warehousing  job  in  45  minutes.  Previously  Pfizer  had  run  the  job 
on  a  $3  million  Sun  machine;  it  took  five  and  a  half  hours. 

Now  Pfizer  is  rebuilding  its  data  center,  tearing  out  high- 
priced  Sun  servers  and  installing  low-end  Intel  machines.  The 
goal  in  the  pharmaceuticals  division  is  to  go  from  600  servers  to 
300  and  to  boost  utilization  to  as  high  as  70%.  "We're  trying  to 
drastically  simplify  the  software  and  hardware,"  says  Richard 
Lynn,  a  vice  president  at  Pfizer.  Of  course,  a  simpler  system 
requires  fewer  people  to  run  it. 

Cassatt  will  hit  only  $5  million  in  sales  this  year  and  may  triple 
in  size  the  next.  Its  sales  reps  must  contend  with  incredibly  long  buy- 
ing cycles.  Pfizer  took  more  than  a  year  to  close.  Bank  of  America 

won't  choose  suppliers  until 
later  this  year  and  will  parcel 
out  work  over  several  years. 
"This  isn't  like  selling  a  new 
word  processor  or  some  Web 
server  software  where  we  can 
just  send  a  guy  into  a  building 
and  tell  him  to  make  a  sale," 
says  Matthew  Green,  47,  who 
runs  the  27-person  sales  team 
at  Cassatt.  Green  had  overseen 
a  1,300-member  sales  army  at 
BEA  but  had  retired  in  August 
2002  and  was  racing  Ducati 
motorbikes  before  joining 
Coleman. 

Robert  Gingell,  who  came  to  Cassatt  as  head  of  develop- 
ment after  a  19-year  career  in  engineering  at  Sun,  says  "high 
anxiety"  lies  in  designing  software  for  a  future  world  that  is  still 
taking  shape.  "We're  still  in  the  fog.  We  stumble  around  a  bit.  We 
know  there's  going  to  be  a  big  business  here  for  someone  who 
gets  in  the  right  place  at  the  right  time  with  the  right  product. 


Fast  and  furious:  cheap  Linux  boxes 
at  the  Chicago  Mercantile  Exchange 


0) 


CHEAP  MACHINES  RUNNING  INTEL  CHIPS  AND  LOW- 

1^^-    ^  cost  linux  software  have  gutted  server  sales 
jHj     L»     J  at  Sun  Microsystems  and  Silicon  Graphics. 
^^<Jr  Now  upstarts  are  doing  the  same  thing  in  net- 
JSm     working  gear.  Their  target:  fat  and  happy  Cisco  Systems, 
JL^     the  king  of  networking. 

"The  only  question  that  remains  is  how  much  time 
will  pass  before  network  engineers  stop  paying  extra 
for  a  brand  like  Cisco  and  look  at  alternatives  that  pro- 
!j     vide  a  lot  more  for  less,"  says  J.C.  Utter,  founder  and 
ft  *     chief  of  ImageStream,  of  Plymouth,  Ind.,  which  charges 

2 less  than  half  Cisco's  prices  and  has  sold  30,000  Linux- 
based  devices  to  customers  in  75  countries. 

Cisco's  prices  are  high  in  part  because,  like  Sun,  Cisco 
uses  custom  chips  and  custom-designed  software.  Cisco 
also  pockets  65%  gross  margins.  In  the  Cheap  Revolu- 
tion you  might  as  well  paint  a  target  on  your  forehead. 

SA  Cisco  spokeswoman  says  its  custom  chips  and  software 
offer  a  competitive  advantage,  and  she  adds  that  open- 
^9     source  alternatives  have  existed  for  a  decade  withoul 
harming  Cisco.  The  San  Jose,  Calif,  giant,  with  annual 
I       sales  at  $28  billion,  holds  almost  90%  of  the  enterprise 
^      routing  market  says  research  firm  Dell'Oro  Group.  In 
4i  k     telecom  Cisco's  share  is  at  56%. 

Yet  at  the  fringes  some  commodity  newcomers  are 
fmm    gaining  traction.  In  the  U.S.  Vyatta  and  Lok  Technology 

Oare  pushing  new  network  routers  that  cost  a  fraction 
of  what  Cisco  charges.  "The  router  business  has  become 
commoditized,"  says  Simon  Lok,  founder  of  Lok  Tech- 
nology, also  in  San  Jose. 

In  the  telecom  carrier  space  Cisco  is  under  attack  from  a  dif- 
ferent pack  of  new  barbarians.  Cirpack,  a  unit  of  Thomson  in 
France,  generates  $30  million  a  year  selling  Linux-based  switches 
Starting  with  a  single  four- 
processor  IBM  Linux  server 
that  costs  only  $10,000, 
Cirpack  adds  its  own  soft- 
ware and  charges  up  to  $2 
million  for  a  switch  that 
can  handle  250,000  phone 
calls  simultaneously.  (Traditional  switches  with  equivalent  powei 
cost  $10  million  and  take  up  500  square  meters  of  floor  space.] 
Carriers  in  Europe  are  using  Cirpack's  cheap  switches  to  offer 
"triple  play"  service — phone,  Internet  and  TV— for  $40  a  month 
Fueling  the  disruption  is  Intel,  which  has  invested  in  outfit; 
that  build  open-source  switching  gear  and  push  Linux-based 
solutions.  IBM  is  pushing  Intel-based  "blade"  servers  as  a  foun- 
dation for  telecom  gear.  In  June  San  Francisco  venture  firm 
Walden  International  vowed  to  invest  $100  million  in  firms  build 
ing  new  switches  and  routers  on  IBM  blades.  — D.L 


Linux  has  nailed  Sun 
Microsystems.  Could 
Cisco  be  next? 


But  there's  a  risk  that  maybe  we  haven't  hit  the  middle  of  the 
highway,  and  instead  we're  over  on  the  frontage  road,"  he  says 
"And  if  the  market  takes  too  long  to  develop,  others  who  lag 
behind  us  now  will  have  time  to  catch  up." 

Yet  the  advantages  of  the  Cheap  Revolution  are  so  compelling 
that  nothing  is  likely  to  thwart  this  shift — and  this  time  cus- 
tomers themselves  are  leading  the  pack.  The  history  of  high  tech 
is  marked  by  three  big  waves.  First  came  mainframes,  which 
ruled  in  the  1950s  and  1960s.  They  began  to  give  way  in  the 
1970s  to  the  second  wave:  less  costly  midrange  minicomputers. 
By  the  late  1980s  minicomputers  were  being  pushed  out  by  the 
third  wave:  networks  of  PCs  and  Unix-based  servers.  Each  itera- 
tion wiped  out  past  leaders  and  created  new  giants.  Amdahl  al] 
but  vanished  when  mainframes  collapsed;  midrange  makers  Digi- 
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Any  MFP  can  print  colorful  growth  charts. 
How  many  can  actually  help  you  achieve  them? 


INTRODUCING  THE  SHARP  MX-SERIES.  Thanks  to  the  revolutionary 
Sharp  Open  Systems  Architecture,  these  multifunction  products  seamlessly  integrate 
with  your  network  to  keep  up  with  your  growing  business.  They  also  deliver  outstanding 
color  and  enhanced  productivity.  No  wonder  Sharp  MFPs  won  the  BLI  award  for 
"IT  Friendliness"  and  the  BERTL  5-Star  Exceptional  rating  for  product  usability  To  start  your 
own  renaissance  of  color,  visit  sharpusa.com/documents 


COLOR 


PRODUCTIVITY    •    SCALABILITY    .  SECURITY 


As  an  ENERGY  STAR' 
Partner,  Sharp  has 
de'erminec  thai  'his 
product  meets  the 
ENERGY  STAB"  guidelines 
for  energy  efficiency. 
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Cheap  Revolution 


Cheap  Revolutionaries 


tal  Equipment  Corp.  and  Data  General  rose  to  take  its  place. 
Then  Digital  and  Data  General  were  wiped  out  by  the  likes  of 
Compaq,  Dell  and  Microsoft  in  PCs  and  Sun  Microsystems  in 
Unix  servers. 

Now  comes  the  fourth  wave,  as  computing  costs  ratchet 
down  yet  again.  Sun  Micro  and  other  purveyors  of  proprietary 
designs  were  immune  to  the  threat  for  years  because  off-the- 
shelf  chips  from  Intel  and  AMD  weren't  yet  strong  enough  to 
compete  head-on.  But  todays  PC  microprocessors,  lashed 
together  by  the  dozens,  cheaply  outgun  the  specialized  chip 
engines  that  powered  Sun,  SGI  and  others.  Linux,  the  MySQL 
database  and  other  low-cost  open-source  software,  first  created 
by  amateurs,  have  evolved  at  Internet  speed  and  are  now  pol- 
ished enough  to  rival  products  from  Microsoft  and  Oracle. 
Systems  assembled  with  these  elements  cost  90%  less  than  last- 
generation  systems,  yet  can  run  faster  and  are  more  reliable. 

The  cheap  stuff  has  evolved  so  quickly  and  become  so  solid 
that  the  newest  technology  firms  have  built  their  businesses  on 
it.  RightNow  Technologies,  a  software  maker  in  Bozeman,  Mont., 
rakes  in  $87  million  in  annual  sales  while  shunning  the  likes  of 
EMC,  Microsoft,  Oracle  and  Sun.  It  runs  three  data  centers  with 
500  cheap  Intel-style  boxes  running  Linux  and  other  down-and- 
dirty  code,  like  Apache  and  MySQL.  This  let  RightNow  start  up 
with  tech  spending  at  6%  of  revenue;  it  would  have  been  two- 
to-three  times  more  using  commercial  programs. 

"This  is  our  raw  material.  It's  as  if  we're  an  auto  manufac- 
turer and  we're  getting  our  steel  for  free,"  says  Greg  R.  Gian- 
forte,  founder  and  chief  executive  of  RightNow,  whose  clients 
include  John  Deere  and  British  Airways. 

Google,  too,  is  a  Cheap  Revolutionary,  running  on  hun- 
dreds of  thousands  of  PC-style  Linux  servers.  Its  success  has 
persuaded  big  banks  and  other  companies  to  embrace  the 
low-cost  wave  and  rebuild  their  data  centers.  The  Chicago 
Mercantile  Exchange  switched  from  Sun  servers  costing  up  to 
$300,000  apiece  to  Linux-on-Intel  boxes  at  $4,000  each.  Yet 
the  cheap  system  processed  a  trade  in  50  milliseconds,  one- 
fourth  the  time  needed  by  the  Sun  system. 

European  investment  bank  Dresdner  Kleinwort  slashed 


Some  industry  giants  may  fall  to  the  ruthless  price-cuttinc 
of  high-tech  upstarts.  Investors  should  keep  an  eye  out  fo 
what  might  take  their  place.  Some  prospects: 

ActiveGrid  software  development  tools  

Engineers  include  hotshots  from  Sun  Microsystems. 

Zimbra  e-mail  software  

Blows  away  Microsoft,  costs  50%  less.  Run  by  ex-BEA  top  coder. 

Ingres  database  software  

Ex-Oracle  guys  now  attacking  Oracle. 

XenSource  virtualization  software  

Undercuts  incumbent  VMware  by  75%.  Chief  was  at  old-liner  Veritas. 

Zmanda  backup  software  

Costs  90%  less  than  equivalent  product  from  Veritas. 

Vyatta  linux-based  routers 

Cheap  gear  attacks  the  fat  profit  margins  of  giant  Cisco. 

Zetera  cheap  storage  

Building  monster  1.4-petabyte  warehouse  on  cheap  disks  at  MIT. 

RpatH  LINUX  "VIRTUAL  MACHINES"  

Led  by  former  top  guns  at  Red  Hat. 

Cirpack  linux-based  phone  switches  

Europeans  get  phone,  TV,  Internet  triple  play  at  bargain  prices. 

PI  Corp.  NEW  PC  DESKTOP  

Former  No.  3  guy  at  Microsoft  leads  other  defector  brainiacs. 

LINUX  PBX  

Costs  less  than  half  of  what  Avaya,  Cisco,  Nortel  charge. 

Pentaho  open-source  biz-intel  software  

Run  by  ex-president  of  SAS  Institute;  now  competes  with  SAS. 

Compiere  open-source  enterprise  apps  

Like  SAP,  only  cheaper.  Way  cheaper. 

OpenClovis  telco  "blade"  switches  

IBM,  HP  are  customers;  Intel  is  an  investor. 
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L  AS  COMPANIES  CHASE  THE  CHEAP- 
^  chips-and-Linux  wave,  the 
revolution  has  gone  retail. 
Amazon.com  has  added  a  new 
line  to  its  online  megamarket  of  CDs, 
books  and  electronics:  computing  power 
and  data  storage  sold  by  the  gigabyte. 

Amazon's  S3  (Simple  Storage 
Service)  lets  companies  store  digital  files 
in  Amazon's  data  center  for  15  cents  per 
gigabyte  per  month;  that  compares  to  up 
to  $10  per  gigabyte  to  buy  storage  gear 
outright  from  EMC.  S3  is  especially  cheap 
for  warehousing  old,  unchanging  files; 
plus,  you  pay  as  you  go.  There's  a  monthly 
charge  for  what  you  use,  instead  of  spend- 
ing a  big  sum  up  front  to  buy  a  massive 
box  and  then  fill  it  up.  S3  gets  pricier  for 


frequently  updated  data,  costing  an  extra 
20  cents  per  gigabyte  to  zap  stuff  in  or  out. 

SmugMug,  a  photo-sharing  site,  stores 
550  million  pictures  at  Amazon,  paying 
$27,000  a  month  for  a  massive  150  tera- 
bytes (a  terabyte  is  a  thousand  gigabytes). 
Amazon  shuns  pricey  brand-name  gear 
and  links  thousands  of  servers  that  use 
Linux  and  mere  PC  chips  and  disk  drives. 
Also,  Amazon  buys  in  volume.  "Think  how 
much  you  could  save  if  you  bought  your 
disk  space  in  100-tera- 
byte  chunks  rather  than 
20  gigabytes  at  a  time," 
says  David  Barth  of  Ama- 
zon. "Amazon  can  do 
that,  and  we  pass  the 
savings  on." 


Why  buy  computers 
when  you  can  use 
Amazon's  instead? 


In  August  Amazon  began  renting  ou 
computer  power,  too,  at  a  dime  per  houi 
It  won't  say  how  many  customers  hav 
signed  up  or  talk  about  revenue.  Alsi 
getting  into  the  "computing  in  th 
clouds"  game  is  Google.  It  runs  vast  dat 
centers  on  cheap  hardware  and  Linu> 
and  delivers  e-mail,  calendaring,  won 
processing  and  other  applications  ove 
the  internet. 

Other  tech  shops,  like  IBM  and  Sun  Micrc 
systems,  have  pushei 
pay-as-you-go  (a.k.a 
"utility")  computing  witl 
little  success.  They  use< 
last-generation  geai 
which  kept  prices  toi 
high.  — D.L 
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Is  your  cholesterol 
out  of  whack? 

CRESTOR  can  get  your  bad  cholesterol  down. 
It  can  also  get  your  good  cholesterol  up. 

High  blood  pressure  and  diabetes  are  among  factors  that  make 
it  even  more  important  to  get  your  bad  cholesterol  low.  But  to 
get  your  cholesterol  right,  your  doctor  may  also  want  your  good 
cholesterol  up.  And  diet  and  exercise  alone  may  not  be  enough 
to  lower  the  bad  cholesterol  and  raise  the  good. 
CRESTOR  is  a  cholesterol  medicine  that  does  both. 
A  10-mg  dose  of  CRESTOR"  (rosuvastatin  calcium)  along  with 
diet,  can  lower  bad  cholesterol,  LDL,  by  up  to  52%  (vs  7%  with 
placebo).  CRESTOR  can  also  raise  good  cholesterol,  HDL,  by 
up  to  14%  (vs  3%  with  placebo).  Your  results  may  vary. 

Down  with  the  bad  ^^J^k  Up  with  the  good 

Is  CRESTOR  right  for  you?  That's  a  conversation  you  need 
to  have  with  your  doctor. 

Important  safety  information  about  CRESTOR: 

CRESTOR  is  prescribed  along  with  diet  for  lowering  high 
cholesterol  and  has  not  been  determined  to  prevent  heart 
disease,  heart  attacks,  or  strokes.  CRESTOR  is  not  right  for 
everyone,  including  women  who  are  nursing,  pregnant,  or 
who  may  become  pregnant,  or  anyone  with  liver  problems. 
Your  doctor  will  do  blood  tests  before  and  during  treatment 
with  CRESTOR  to  monitor  your  liver  function.  Unexplained 
muscle  pain  and  weakness  could  be  a  sign  of  a  rare  but 
serious  side  effect  and  should  be  reported  to  your  doctor 
right  away.  The  40-mg  dose  of  CRESTOR  is  only  for 
patients  who  do  not  reach  goal  on  20  mg.  Be  sure  to  tell 
your  doctor  if  you  are  taking  any  medications.  Side  effects 
occur  infreguently  and  include  muscle  aches,  constipation, 
weakness,  abdominal  pain,  and  nausea.  They  are  usually 
mild  and  tend  to  go  away. 

Please  read  the  important  Product  Information  about 
CRESTOR  on  the  adjacent  page. 

If  you  are  without  prescription  coverage  and  can't  afford 
your  medication,  AstraZeneca  may  be  able  to  help. 


CRESTOR  helps  get  your  cholesterol  right 

800-CRESTOR  CREST0R.COM 


CRESTOR 

rosuvastatin  calcium 


4, 

AstraZeneca  ^ 


Please  read  Ihis  summary  carefully  and  then  ask  your  doctor  about  CRESTOR.  No  advertisement  can  provide  all  the  inlormation  needed  to  determine  it  a  drug  is  righl  lor  you. 
This  advertisement  does  not  lake  Ihe  place  ol  carelul  discussions  with  your  doctor.  Only  your  doctor  has  the  training  to  weigh  Ihe  risks  and  benelils  ol  a  prescription  drug 


BRIEF  SUMMARY:  For  tuli  Prescribing  inlormation.  see  package  insert.  INDICATIONS 
AND  USAGE  CRESIOR  is  indicated:  1.  as  an  adjunct  to  diel  to  reduce  elevated  tolal-C, 
LDL-C,  ApoB,  nonHDL-C,  and  TG  levels  and  to  increase  HDL-C  in  patients  with  primary  hypercho- 
lesterolemia (heterozygous  familial  and  nonlamilial)  and  mixed  dyslipidemia  (Fredrickson  Type  Ha 
and  lib);  2.  as  an  adjunct  to  diet  for  the  treatment  ol  patients  with  elevated  serum  TG  levels 
(Fredrickson  Type  IV);  3  to  reduce  LDL-C,  total-C,  and  ApoB  in  patients  with  homozygous  familial 
hypercholesterolemia  as  an  adjunct  to  other  lipid-lowering  treatments  (e.g.,  LDL  apheresis)  or  if 
such  treatments  are  unavailable  CONTRAINDICATIONS  CRESTOR  is  coiilraindicated  in 
patients  with  a  known  hypersensitivity  to  any  component  ol  Ihis  product.  Rosuvastatin  is 
contraindicaled  in  patients  with  active  liver  disease  or  with  unexplained  persistent  elevalions 
ol  serum  transaminases  (see  WARNINGS,  Liver  Enzymes)  Pregnancy  ond  Lactation 
Atherosclerosis  is  a  chronic  process  and  discontinuation  ol  lipid-lowering  drugs  during  pregnancy 
should  have  little  impact  on  the  outcome  ol  long-term  therapy  of  primary  hypercholesterolemia. 
Cholesterol  and  other  products  ol  cholesterol  biosynthesis  are  essential  components  lor  fetal 
development  (including  synthesis  of  steroids  and  cell  membranes).  Since  HMG-CoA  reductase 
inhibitors  decrease  cholesterol  synthesis  and  possibly  Ihe  synthesis  ol  other  biologically  active 
substances  derived  from  cholesterol,  they  may  cause  fetal  harm  when  administered  to  pregnant 
women  Therefore,  HMG-CoA  reductase  inhibitors  are  contraindicaled  during  pregnancy  and  in 
nursing  mothers.  ROSUVASTATIN  SHOULD  BE  ADMINISTERED  TO  WOMEN  OF  CHILDBEARING 
AGE  ONLY  WHEN  SUCH  PATIENTS  ARE  HIGHLY  UNLIKELY  TO  CONCEIVE  AND  HAVE  BEEN 
INFORMED  OF  THE  POTENTIAL  HAZARDS.  II  the  patient  becomes  pregnant  while  taking  this  drug, 
therapy  should  be  discontinued  immediately  and  the  patient  apprised  ol  the  potential  hazard  to  Ihe 
letus.  WARNINGS  liver  Enzymes  HMG-CoA  reductase  inhibitors,  like  some  other 
lipid-lowering  therapies,  have  been  associated  with  biochemical  abnormalities  ol  liver  function. 
The  incidence  of  persistent  elevations  (>3  times  the  upper  limit  ol  normal  |ULN]  occurring  on  2  or 
more  consecutive  occasions)  in  serum  transaminases  in  fixed  dose  studies  was  0.4, 0. 0.  and 
0.1%  in  patients  who  received  rosuvastatin  5, 10. 20,  and  40  mg,  respectively.  In  most  cases,  the 
elevations  were  transient  and  resolved  or  improved  on  continued  therapy  or  after  a  briel  interrup- 
tion in  therapy.  There  were  two  cases  ol  jaundice,  lor  which  a  relationship  to  rosuvastatin  therapy 
could  not  be  determined,  which  resolved  alter  discontinuation  of  therapy.  There  were  no  cases  ot 
liver  failure  or  irreversible  liver  disease  in  these  trials  II  is  recommended  that  liver  lunclion  lesls 
be  performed  before  and  at  12  weeks  following  both  the  initiation  ol  Iherapy  and  any  elevation 
ol  dose,  and  periodically  (e.g.,  semiannually!  Iherealter.  Liver  enzyme  changes  generally  occur 
in  the  first  3  months  ol  treatment  with  rosuvastatin.  Patients  who  develop  increased  transaminase 
levels  should  be  monitored  until  the  abnormalities  have  resolved  Should  an  increase  in  ALT 
or  AST  ol  >3  limes  ULN  persist,  reduction  of  dose  or  withdrawal  ol  rosuvastatin  is  recommended. 
Rosuvastatin  should  be  used  with  caution  in  patients  who  consume  substantial  quantities 
ol  alcohol  and/or  have  a  history  of  liver  disease  (see  CLINICAL  PHARMACOLOGY. 
Special  Populations.  Hepatic  Insufficiency)  Active  liver  disease  or  unexplained  persistent 
transaminase  elevations  are  contraindications  to  the  use  of  rosuvastatin  (see  CONTRAINDICA- 
TIONS). Myopathy/Rhabdomyolysis  Rare  cases  ol  rhabdomyolysis  with  acute  renal 
failure  secondary  to  myoglobinuria  have  been  reported  with  rosuvastatin  and  with  other  drugs 
in  this  class.  Uncomplicated  myalgia  has  been  reported  in  rosuvastalin-treated  patients  (see 
ADVERSE  REACTIONS).  Creatine  kinase  (CK)  elevalions  (>10  limes  upper  limit  of  normal) 
occurred  in  0.2%  lo  0.4%  ol  patients  taking  rosuvastatin  at  doses  up  to  40  mg  in  clinical  studies. 
Treatment-related  myopathy,  defined  as  muscle  aches  or  muscle  weakness  in  conjunction  with 
increases  in  CK  values  >10  limes  upper  limit  ot  normal,  was  reported  in  up  to  0.1%  of  patients 
taking  rosuvastatin  doses  of  up  to  40  mg  in  clinical  studies.  In  clinical  trials,  the  incidence  of 
myopathy  and  rhabdomyolysis  increased  at  doses  ol  rosuvastatin  above  the  recommended  dosage 
range  (5  to  40  mg)  In  postmarketing  experience,  effects  on  skeletal  muscle,  e  g  uncomplicated 
myalgia,  myopathy  and,  rarely,  rhabdomyolysis  have  been  reported  in  patients  treated  with  HMG- 
CoA  reductase  inhibitors  including  rosuvastatin  As  with  other  HMG-CoA  reductase  inhibitors, 
reports  of  rhabdomyolysis  with  rosuvastatin  are  rare,  but  higher  at  the  highest  marketed  dose 
(40  mg).  Factors  that  may  predispose  patients  to  myopathy  with  HMG-CoA  reductase  inhibitors 
include  advanced  age  (>65  years),  hypothyroidism,  and  renal  insufficiency  Consequently: 
1  Rosuvastatin  should  be  prescribed  with  caution  in  patients  with  predisposing  lactors  for 
myopathy,  such  as,  renal  impairment  (see  DOSAGE  AND  ADMINISTRATION),  advanced  age.  and 
inadequately  treated  hypothyroidism  2  Patients  should  be  advised  lo  promptly  report  unexplained 
muscle  pain,  tenderness,  or  weakness,  particularly  if  accompanied  by  malaise  or  fever. 
Rosuvastatin  therapy  should  be  discontinued  if  markedly  elevated  CK  levels  occur  or  myopathy  is 
diagnosed  or  suspected.  3.  The  40  mg  dose  ot  rosuvastatin  is  reserved  only  for  those  patients  who 
have  not  achieved  their  LDL-C  goal  utilizing  the  20  mg  dose  of  rosuvastatin  once  daily  (see 
DOSAGE  AND  ADMINISTRATION).  4.  The  risk  ol  myopathy  during  treatment  with  rosuvastatin  may 
be  increased  with  concurrent  administration  of  other  lipid-lowering  therapies  or  cyclosporine,  (see 
CLINICAL  PHARMACOLOGY,  Drug  Interactions,  PRECAUTIONS,  Drug  Interactions,  and  DOSAGE 
AND  ADMINISTRATION)  The  benefit  ol  further  alterations  in  lipid  levels  by  the  combined  use  ol 
rosuvastatin  with  fibrates  or  niacin  should  be  carefully  weighed  againsl  Ihe  polential  risks  ol 
this  combination.  Combination  Iherapy  with  rosuvastatin  and  gemfibrozil  should  generally  be 
avoided.  (See  00SAGE  AND  ADMINISTRATION  and  PRECAUTIONS,  Drug  Interactions)  5.  The 
risk  ol  myopathy  during  treatment  with  rosuvastatin  may  be  increased  in  circumstances  which 
increase  rosuvaslalin  drug  levels  (see  CLINICAL  PHARMACOLOGY.  Special  Populations.  Race 
and  Renal  Insufficiency,  and  PRECAUTIONS.  General).  E  Rosuvastatin  therapy  should  also  be 
temporarily  withheld  in  any  patient  with  an  acute,  serious  condilion  suggeslive  ol  myopathy  or 
predisposing  lo  the  development  ol  renal  failure  secondary  lo  rhabdomyolysis  (e.g.,  sepsis, 
hypotension,  dehydration,  major  surgery,  trauma,  severe  metabolic,  endocrine,  and  elec- 
trolyte disorders,  or  uncontrolled  seizures).  PRECAUTIONS  General  Before  instituting 
therapy  with  rosuvastatin,  an  attempt  should  be  made  to  control  hypercholesterolemia  with  appro- 
priate diet  and  exercise,  weight  reduction  in  obese  patients,  and  treatment  of  underlying  medical 
problems  (see  INDICATIONS  AND  USAGE).  Administration  of  rosuvastatin  20  mg  to  patients  with 
severe  renal  impairment  (CLcr  <30  mL/min/1.73  m2)  resulted  in  a  3-fold  increase  in  plasma 
concentrations  of  rosuvastatin  compared  with  healthy  volunteers  (see  WARNINGS,  Myopathy/ 
Rhabdomyolysis  and  DOSAGE  AND  ADMINISTRATION).  The  result  ol  a  large  pharmacokinetic 
study  conducted  in  the  US  demonstrated  an  approximate  2-fold  elevation  in  median  exposure  in 
Asian  subjects  (having  either  Filipino,  Chinese,  Japanese,  Korean,  Vietnamese  or  Asian-Indian 
origin)  compared  with  a  Caucasian  control  group.  This  increase  should  be  considered  when 
making  rosuvastatin  dosing  decisions  lor  Asian  patients.  (See  WARNINGS,  Myopathy/ 
Rhabdomyolysis;  CLINICAL  PHARMACOLOGY.  Special  Populations,  Race,  and  DOSAGE  AND 
ADMINISTRATION.)  Information  for  Patients  Patients  Should  be  advised  to  report 
promptly  unexplained  muscle  pain,  tenderness,  or  weakness,  particularly  if  accompanied  by 
malaise  or  fever.  When  taking  rosuvastatin  with  an  aluminum  and  magnesium  hydroxide  combina- 
tion antacid,  the  antacid  shouid  be  taken  at  least  2  hours  after  rosuvastatin  administration  (see 
CLINICAL  PHARMACOLOGY.  Drug  Interactions).  Laboratory  Tests  In  the  rosuvastatin 
clinical  trial  program,  dipstick-positive  proteinuria  and  microscopic  hematuria  were  observed 
among  rosuvastatin-treated  patients,  predominantly  in  patients  dosed  above  the  recommended 
dose  range  (i.e.,  80  mg).  However,  this  finning  was  more  Irequent  in  patients  taking  rosuvastatin 
40  mg.  when  compared  lo  lower  doses  o!  rosuvastatin  or  comparator  statins,  though  it  was  gener- 
ally transient  and  was  not  associated  w*  worsening  renal  function  Although  Ihe  clinical 
significance  ol  this  finding  is  unknown,  a  doss  reduction  should  be  considered  lor  patients  on 
rosuvastatin  40  mg  Iherapy  with  unexplained  persistent  proteinuria  during  routine  urinalysis 
testing.  Drug  Interactions  Cyclosporine;  When  rosuvastatin  10  mg  was  coadministered 
with  cyclosporine  in  cardiac  transplant  pati°nls.  rosuvastatin  mean  Cmax  and  mean  AUC  were 
increased  1 1  -fold  and  7-fold,  respectively,  compared  with  healthy  volunteers.  These  increases  are 
considered  to  be  clinically  significant  and  require  special  consideration  in  the  dosing  of  rosuva- 
statin to  patients  taking  concomitant  cyclosporins  (see  WARNINGS,  Mycpathy/Rhabdomyolysis, 


and  DOSAGE  AND  ADMINISTRATION!,  Warfarin:  Coadministration  ol  rosuvastatin  to  patients  on 
stable  warfarin  Iherapy  resulted  in  clinically  significant  rises  in  INR  (>4,  baseline  2-3).  In  patients 
faking  coumarin  anticoagulants  and  rosuvastatin  concomitantly,  INR  should  be  determined  before 
starling  rosuvastatin  and  frequently  enough  during  early  therapy  to  ensure  thai  no  significant 
alteration  of  INR  occurs.  Once  a  stable  INR  lime  has  been  documented,  INR  san  be  monitored  at 
Ihe  intervals  usually  recommended  for  patients  on  coumarin  anticoagulants.  If  the  dose  ol  rosuva- 
statin is  changed,  the  same  procedure  should  be  repeated  Rosuvastatin  therapy  has  not  been 
associated  with  bleeding  or  with  changes  in  INR  in  patients  not  faking  anticoagulants  Gemfibrozil: 
Coadministration  ol  a  single  rosuvastatin  dose  to  healthy  volunteers  on  gemfibrozil  (600  mg  twice 
daily)  resulted  in  a  2.2-  and-1 .9-fold,  respectively,  increase  in  mean  Cmax  and  mean  AUC  of  rosuva- 
statin (see  DOSAGE  AND  ADMINISTRATION)  Endocrine  Function  Although  clinical  studies 
have  shown  that  rosuvastatin  alone  does  not  reduce  basal  plasma  Cortisol  concentration  or  impair 
adrenal  reserve,  caution  should  be  exercised  it  any  HMG-CoA  reductase  inhibitor  or  other  agent 
used  to  lower  cholesterol  levels  is  administered  concomitantly  with  drugs  that  may  decrease  Ihe 
levels  or  activity  of  endogenous  steroid  hormones  such  as  ketoconazole.  spironolactone,  and 
cimetidme.  CNS  Toxicity  CNS  vascular  lesions,  characterized  by  perivascular  hemorrhages, 
edema,  and  mononuclear  cell  infiltration  of  perivascular  spaces,  have  been  observed  in  dogs 
treated  with  several  other  members  of  this  drug  class  A  chemically  similar  drug  in  this  class 
produced  dose-dependent  optic  nerve  degeneration  (Wallerian  degeneration  ol  retinogeniculate 
fibers)  in  dogs,  at  a  dose  that  produced  plasma  drug  levels  about  30  times  higher  than  the  mean 
drug  level  in  humans  taking  the  highest  recommended  dose.  Edema,  hemorrhage,  and  partial 
necrosis  in  Ihe  inlerstitium  of  the  choroid  plexus  was  observed  in  a  female  dog  sacrificed  mori- 
bund at  day  24  at  90  mg/kg/day  by  oral  gavage  (systemic  exposures  100  times  the  human 
exposure  at  40  mg/day  based  on  AUC  comparisons)  Corneal  opacity  was  seen  in  dogs  treated  for 
52  weeks  at  6  mg/kg/day  by  oral  gavage  (systemic  exposures  20  times  the  human  exposure  at 
40  mg/day  based  on  AUC  comparisons).  Cataracts  were  seen  in  dogs  treated  for  1 2  weeks  by  oral 
gavage  at  30  mg/kg/day  (systemic  exposures  60  limes  Ihe  human  exposure  at  40  mg/day  based 
on  AUC  comparisons)  Retinal  dysplasia  and  retinal  loss  were  seen  in  dogs  treated  lor  4  weeks  by 
oral  gavage  at  90  mg/kg/day  (systemic  exposures  100  times  Ihe  human  exposure  at 
40  mg/day  based  on  AUC).  Doses  <30  mg/kg/day  (systemic  exposures  <60  times  the  human 
exposure  at  40  mg/day  based  on  AUC  comparisons)  following  treatment  up  to  one  year,  did  not 
reveal  retinal  findings  Carcinogenesis,  Mutagenesis,  Impairment  of  Fertility  In 
a  104-week  carcinogenicity  study  in  rats  at  dose  levels  of  2,  20,  60,  or  80  mg/kg/day  by 
oral  gavage,  the  incidence  ol  uterine  stromal  polyps  was  significantly  increased  in  females  at 
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80  mg/kg/day  at  systemic  exposure  20  times  the  human  exposure  at  40  mg/day  based  on  AUC 
Increased  incidence  of  polyps  was  not  seen  at  lower  doses.  In  a  107-week  carcinogenicity  study 
in  mice  given  10,  60, 200  mg/kg/day  by  oral  gavage,  an  increased  incidence  of  hepatocellular 
adenoma/carcinoma  was  observed  at  200  mg/kg/day  at  systemic  exposures  20  times  human  expo- 
sure at  40  mg/day  based  on  AUC.  An  increased  incidence  of  hepatocellular  tumors  was  not  seen  at 
lower  doses.  Rosuvastatin  was  not  mutagenic  or  clastogenic  with  or  without  metabolic  activation 
in  the  Ames  test  wilh  Salmonella  typhimunum  and  Escherichia  colt,  the  mouse  lymphoma  assay, 
and  the  chromosomal  aberiation  assay  in  Chinese  hamster  lung  cells  Rosuvastatin  was  negative 
in  the  in  mo  mouse  micionucleus  test.  In  rat  fertility  studies  with  oral  gavage  doses  of  5, 15, 
50  mg/kg/day,  males  were  treated  lor  9  Weeks  prior  to  and  throughout  mating  and  females  were 
treated  2  weeks  prior  to  mating  and  throughout  mating  until  gestation  day  7  No  adverse  effect  on 
fertility  was  observed  at  50  mg/kg/day  (systemic  exposures  up  to  10  times  human  exposure  at 
40  mg/day  based  on  AUC  comparisons)  In  testicles  ot  dogs  treated  with  rosuvastatin  at 
30  mg/kg/day  for  one  month,  spermatidic  giant  cells  were  seen.  Spermatidic  giant  cells  were 
observed  in  monkeys  after  6-month  treatment  at  30  mg/kg/day  in  addition  to  vacuolation  of  semi- 
niferous tubular  epithelium.  Exposures  in  the  dog  were  20  times  and  in  the  monkey  10  times 
human  exposure  at  40  mg/day  based  on  body  surface  area  comparisons  Similar  findings  have 
been  seen  with  other  drugs  in  this  class.  Pregnancy  Pregnancy  Category  X  See  CONTRA- 
INDICATIONS Rosuvastatin  may  cause  fetal  harm  when  administered  to  a  pregnant  woman 
Rosuvastatin  is  contraindicated  in  women  who  are  or  may  become  pregnant.  Safely  in  pregnant 
women  has  not  been  established  There  are  no  adequate  and  well-controlled  studies  ol  rosuva- 
statin in  pregnant  women.  Rosuvastatin  cresses  the  placenta  and  is  found  in  fetal  tissue  and 
amniotic  fluid  at  3%  and  20%.  respectively,  of  the  maternal  plasma  concentration  following  a 
single  25  mg/kg  oral  gavage  dose  on  gestation  day  16  in  rats  A  higher  fetal  tissue  distribution 
(25%  maternal  plasma  concentration)  was  observed  in  rabbits  after  a  single  oral  gavage  dose  ol 
1  mg/kg  on  gestation  day  18.  If  Ihis  drug  is  administered  to  a  woman  with  reproductive  potential, 
the  patient  should  be  apprised  of  the  potential  hazard  to  a  fetus  In  female  rats  given  oral  gavage 
doses  ol  5, 1 5, 50  mg/kg/day  rosuvastatin  before  mating  and  continuing  through  day  7  poslcoilus 
results  in  decreased  letal  body  weight  (female  pups)  and  delayed  ossification  at  the  high  dose 
(systemic  exposures  10  limes  human  exposure  al  40  mg/day  based  on  AUC  comparisons).  In 
pregnant  rats  given  oral  gavage  doses  of  2, 20, 50  mg/kg/day  from  gestation  day  7  through  lacta- 
tion day  21  (weaning),  decreased  pup  survival  occurred  in  groups  given  50  mg/kg/day,  systemic 
exposures  £12  limes  human  exposure  at  40  mg/day  based  on  body  surface  area  comparisons  In 
pregnant  rabbits  given  oral  gavage  doses  of  0.3. 1.3  mg/kg/day  from  gestation  day  6  to  lactation 
day  18  (weaning),  exposures  equivalent  to  human  exposure  at  40  mg/day  based  on  body  surface 
area  comparisons,  decreased  fetal  viability  and  maternal  mortality  was  observed.  Rosuvastatin 
was  not  teratogenic  in  rats  at  <25  mg/kg/day  or  in  rabbits  <3  mg/kg/day  (systemic  exposures 
equivalent  to  human  exposure  at  40  mg/day  based  on  AUC  or  body  surface  comparison,  respec- 
tively). Nursing  Mothers  It  is  not  known  whether  rosuvastatin  is  excreted  in  human  milk. 
Studies  in  lactating  rats  have  demonstrated  that  rosuvastatin  is  secreted  into  breast  milk  at  levels 
3  times  higher  than  that  obtained  in  the  plasma  following  oral  gavage  dosing.  Because  many  drugs 
are  excreted  in  human  milk  and  because  of  the  potential  tor  serious  adverse  reactions  in  nursing 
infants  from  rosuvastatin,  a  decision  should  be  made  whether  to  discontinue  nursing  or  adminis- 
tration of  rosuvastatin  taking  into  account  the  importance  of  the  drug  to  the  lactating  woman 
Pediatric  Use  The  safety  and  effectiveness  in  pediatric  patients  have  not  been  established. 
Treatment  experience  with  rosuvastatin  in  a  pediatric  population  is  limited  to  8  patients  with 
homozygous  FH.  None  ot  these  patients  was  below  8  years  of  age  Geriatric  Use  Ol  the 
10,275  patients  in  clinical  studies  with  rosuvastatin,  3,159  (31%)  were  65  years  and  older,  and 
693  (68%)  were  75  years  and  older.  The  overall  frequency  of  adverse  events  and  types  of 
adverse  events  were  similar  in  patients  above  and  below  65  years  of  age.  (See  WARNINGS. 
Myopalhy/Rhabdomyolysis.)  The  efficacy  of  rosuvastatin  in  the  geriatric  population  (>65  years  of 
age)  was  comparable  to  the  efficacy  observed  in  the  non-elderly  ADVERSE  REACTIONS 
Rosuvastatin  is  generally  well  tolerated.  Adverse  reactions  have  usually  been  mild  and  transient.  In 
clinical  studies  of  1 0.275  patients.  3.7%  were  discontinued  due  to  adverse  experiences  attributable 
lo  rosuvastatin.  The  most  frequenl  adverse  events  thought  lo  be  related  td  rosuvastatin 
were  myalgia,  constipation,  asthenia,  abdominal  pain,  and  nausea.  Clinical  Adverse 
Experiences  Adverse  experiences,  regardless  ol  causality  assessment,  reported  in  >2%  of 


patients  in  placebo-controlled  clinical  studies  ol  rosuvastatin  are  shown  in  Table  1,  discoi 
tions  due  to  adverse  events  in  these  studies  ol  up  to  12  weeks  duration  occurred  in  3%  ol  p 
on  rosuvastatin  and  5%  on  placebo 


Table!,  Adverse  Events  in  Placebo-Controlled  Sludies 


Rosuvastatin 

Placebo 

Adverse  event 

N=744 

N482 

Pharyngitis 

9.0 

7.6 

Headache 

5.5 

5.0 

Diarrhea 

3.4 

29 

Dyspepsia 

34 

3,1 

Nausea 

3.4 

3.1 

Myalgia 

28 

1.3 

Asthenia 

2.7 

2.6 

Back  pain 

2.6 

2.4 

Flu  syndrome 

2.3 

1.8 

Urinary  tract  infection 

2.3 

1.6 

Rhinitis 

2.2 

2.1 

Sinusitis 

2.0 

1.8 

In  addition,  the  following  adverse  events  were  reported,  regardless  of  causality  assessn 
>1%  of  10,275  patients  treated  with  rosuvastatin  in  clinical  studies  The  events  in  rtataoi 
in  >2%  ol  these  patients  Body  as  a  Whole:  Abdominal  pain,  accidental  miory,  chest  pain 
lion,  pain,  pelvic  pain,  and  neck  pain  Cardiovascular  System:  Hypertension,  angina  pi 
vasodilatation,  and  palpitation  Digestive  System:  Constipation  gastroenteritis,  vomiting 
lence,  periodontal  abscess,  and  gastritis  Endocrine:  Diabetes  mellitus  Hemic  and  Lyn 
System:  Anemia  and  ecchymosis  Metabolic  and  Nutritional  Disorders:  Peripheral 
Musculoskeletal  System:  Arthritis,  arthralgia,  and  pathological  fracture  Nervous  S 
Dizziness,  insomnia,  hypertonia,  paresthesia,  depression,  anxiety,  vertigo,  and  ne 
Respiratory  System:  Bronchitis,  cough  increased,  dyspnea,  pneumonia,  and  asthma  SI 
Appendages:  Rash  and  pruritus  Laboratory  Abnormalities:  In  the  rosuvastatin  clinic 
program,  dipstick-positive  proteinuria  and  microscopic  hematuria  were  observed  among 
statin-treated  patients,  predominantly  in  patients  dosed  above  the  recommended  dose  ran 
80  mg)  However,  this  finding  was  more  frequent  in  patients  taking  rosuvastatin  40  mc, 
compared  to  lower  doses  of  rosuvastatin  or  comparator  statins,  though  it  was  generally  tr 
and  was  not  associated  with  worsening  renal  function  (See  PRECAUTIONS,  Laboratory 
Other  abnormal  laboratory  values  reported  were  elevated  creatinine  phosphokinase,  tr< 
nases,  hyperglycemia,  glutamyl  transpeptidase,  alkaline  phosphatase,  bilirubin,  and 
function  abnormalities  Other  adverse  events  reported  less  frequently  than  1  %  in  the  rosui 
clinical  study  program,  regardless  of  causality  assessment,  included  arrhythmia,  hepatitis, 
sensitivity  reactions  (i.e.,  lace  edema,  thrombocytopenia,  leukopenia,  vesiculobullou 
urticaria,  and  angioedemaj.  kidney  failure,  syncope,  myasthenia,  myositis,  pancreatitis,  ph 
sitivity  reaction,  myopathy,  and  rhabdomyolysis.  Postmarketing  Experience  In ; 
to  the  events  reported  above,  as  with  other  drugs  in  this  class,  the  following  event  hi 
reported  during  post-marketing  experience  with  CRESTOR,  regardless  ot  causality  asset 
very  rare  cases  of  |aundice  OVERDOSAGE  There  is  no  specific  treatment  in  the  ( 
overdose.  In  the  event  of  overdose,  the  patient  should  be  treated  symptomatically  and  su| 
measures  instituted  as  required.  Hemodialysis  does  not  significantly  enhance  clearance  of 
statin  DOSAGE  AND  ADMINISTRATION  The  patient  should  be  placed  on  a  s 
cholesterol-lowering  diet  before  receiving  CRESTOR  and  should  continue  on  this  diet  durin 
ment  CRESTOR  can  be  administered  as  a  single  dose  at  any  time  of  day.  with  or  withoi 
Hypercholesterolemia  (Heterozygous  Familial  and  Nonfamiliaf 
Mixed  Dyslipidemia  (Fredrickson  Type  lla  and  lib)  The  dose  range  for  CF 
is  5  to  40  mg  once  daily  Therapy  with  CRESTOR  should  be  individualized  according  to 
therapy  and  response  The  usual  recommended  starting  dose  of  CRESTOR  is  10  mg  onr 
However,  initiation  ol  therapy  with  5  mg  once  daily  should  be  considered  lor  patients  requir 
aggressive  LDL-C  reductions,  who  have  predisposing  lactors  for  myopathy,  and  as  noted  bi 
special  populations  such  as  patients  taking  cyclosporine,  Asian  patients,  and  patients  witf 
renal  insufficiency  (see  CLINICAL  PHARMACOLOGY.  Race,  and  Renal  Insufficiency,  an 
Interactions  For  patients  with  marked  hypercholesterolemia  (LDL-C  >190  mg/dL)  and  agt 
lipid  targets,  a  20-mg  starting  dose  may  be  considered.  After  initiation  and/or  upon  titr, 
CRESTOR,  lipid  levels  should  be  analyzed  within  2  to  4  weeks  and  dosage  adjusted  acco 
The  40-mg  dose  of  CRESTOR  is  reserved  only  lor  those  patients  who  have  nol  achievi 
LDL-C  goal  utilizing  Ihe  20  mg  dose  ol  CRESTOR  once  daily  (see  WARNINGS,  My 
Rhabdomyolysis).  When  initiating  Stalin  Iherapy  or  switching  Irom  another  stafin  then 
appropriate  CRESTOR  starting  dose  should  lirst  be  ulilized,  and  only  then  titrated  accoi 
Ihe  patient's  individualized  goal  ol  therapy.  Homozygous  Familial  Hype 
lesterolemia  The  recommended  starting  dose  of  CRESTOR  is  20  mg  once  daily  in 
wilh  homozygous  FH.  The  maximum  recommended  daily  dose  is  40  mg.  CRESTOR  should 
in  these  patients  as  an  adjunct  to  other  lipid-lowering  treatments  (e  g .  LDL  apheresis)  oi 
treatments  are  unavailable  Response  to  Iherapy  should  be  estimated  from  pre-apheresit 
levels  Dosage  in  Asian  Patients  Initiation  of  CRESTOR  therapy  with  5  mg  on 
should  be  considered  for  Asian  patients  The  potential  lor  increased  systemic  exposures  re 
Caucasians  is  relevant  when  considering  escalation  of  dose  in  cases  where  hypercholeste 
is  not  adequately  controlled  at  doses  of  5,  10,  or  20  mg  once  daily  (See  WAR 
Myopathy/Rhabdomyolysis,  CLINICAL  PHARMACOLOGY,  Special  Populations,  Race 
PRECAUTIONS,  General)  Dosage  in  Patients  Taking  Cyclosporine  In  patient 
cyclosporine,  therapy  should  be  limited  to  CRESTOR  5  mg  once  daily  (see  WAP 
Myopathy/Rhabdomyolysis,  and  PRECAUTIONS,  Drug  Interactions!  Concomitant 
Lowering  Therapy  The  effect  of  CRESTOR  on  LDL-C  and  total-C  may  be  enhance 
used  in  combination  with  a  bile  acid  binding  resin  It  CRESTOR  is  used  in  combinafi 
gemfibrozil,  the  dose  of  CRESTOR  should  be  limited  to  10  mg  once  daily  (see  WAP 
Myopathy/Rhabdomyolysis,  and  PRECAUTIONS,  Drug  Interactions)  Dosage  in  Pc 
With  Renal  Insufficiency  No  modification  ot  dosage  is  necessary  for  patients  with 
moderate  renal  insufficiency.  For  patients  with  severe  renal  impairment  (CL,.r  <30 1 
1 .73  m1)  not  on  hemodialysis,  dosing  ol  CRESTOR  should  be  started  at  5  mg  once  daily  an 
exceed  10-mg  once  daily  (see  PRECAUTIONS,  General,  and  CLINICAL  PHARMACOLOGY, 

Populations,  Renal  Insufficiency)  

NOTE:  This  summary  provides  important  inlormation  about  CRESTOR  For  more  inlor 
please  ask  your  doctor  or  health  care  prolessional  aboul  Ihe  lull  Prescribing  Informal 
discuss  it  with  them. 
Rx  only 
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DESPITE  THE  HYPE,  UNUX  HASN'T  MADE  A  DENT 
in  Microsoft's  desktop  PC  monopoly, 
Lpr    A  grabbing  less  than  2%  of  the  market 
versus  95%  for  Windows.  That's  mostly 
because  PC  makers  remain  toyal 
to  (read:  scared  of)  Microsoft. 
But  Linux  is  catching  on  like 
crazy  in  other  devices,  power- 
ing the  sleek  new  Motorola 
A1200  Ming  smart  phone,  the 
Sony  Myio  handheld  computer, 
Linksys  wireless  routers  and 
TTVo  digital  video  recorders. 
Another  big  market:  telco 
switches.  Venture 
Development 
Group  says  Linux 
will  soon  hold  a 
30%  share  in  some 
parts  of  the  em- 
bedded software 
market.  Hardware 
guys  choose  Linux 
because  if s  faster 
and  more  reliable  than  Windows 
(some  say)  and  is  easily  customized.  Best  of  all — 
no  protracted  dealing  with  Microsoft  and  no  royalties  to  pay. 
Thafs  a  hard  deal  to  beat  —D.L 


Cheap  Revolution 


$150  million  a  year  from  its  $900  million  tech  budget  by  rolling 
out  four  clusters  of  low-end  Linux  servers  to  supplant  half  of  its 
Sun  systems.  "Wherever  possible,  we're  using  Linux  and  other 
open-source  programs,"  says  J.P.  Rangaswami,  head  of  alternative 
market  models  at  Dresdner  Kleinwort. 

E-Trade  Financial  dumped  Sun  for  Linux-on-Intel  in  2002  and 
found  that  the  new  machines  were  faster  and  more  reliable.  Before 
the  switch  the  online  brokerage  ran  a  data  center  that  cost  $25  mil- 
lion to  operate,  and  this  one  costs  only  $3  million.  E-Trade's  tech 
budget  this  year  is  $180  million,  down  from  $450  million  in  2000, 
yet  the  firm  serves  40%  more  customers,  manages  nearly  three 
times  the  assets  and  generates  70%  more  revenue. 

"We  saved  tens  of  millions  of  dollars  a  year  on  hardware,  main- 
tenance and  software  licensing.  And  we  kept  looking  for  the  gotcha: 
What  were  we  missing?  But  we  weren't  missing  anything,"  says 
Gregory  Framke,  chief  information  officer  at  E-Trade,  which  is  now 


testing  an  open-source  database  that  could  replace  proprietary  pro- 
grams from  Sybase.  "This  is  how  computing  needs  to  be  done." 

Despite  chintzier  budgets,  the  new  barbarians  can  reap  a 
fortune  on  this  fourth  wave.  Once  companies  start  rebuilding 
their  back-end  data  centers  other  changes  become  possible. 
H&R  Block  first  replaced  costly  Hewlett-Packard  Unix  servers 
with  simpler  Linux  machines;  now  it  is  rolling  out  easy-to-use 
open-source  Zimbra  e-mail  for  100,000  seasonal  employees.  It 
may  switch  to  Zimbra  for  its  18,000  full-  timers,  dumping 
Microsoft  Exchange,  says  Marc  West,  chief  information  officer 
at  the  tax-prep  firm. 

Worse  yet  for  Microsoft,  West  says  he  has  no  plans  to 
upgrade  anytime  soon  to  Vista,  the  much-delayed  overhaul  of 
Windows.  He  is  looking  at  scaled-down  Linux  desktops  and 
open-source  database  software  to  replace  software  he  now  buys 
from  Microsoft  and  Oracle.  West  desperately  seeks  simplicity, 
yet  the  incumbents  keep  piling  on  features  and  complexity. 
"We're  spending  lots  of  our  time  just  keeping  components  oper- 
ational," he  says. 

To  brace  for  the  Cheap  Revolution,  Microsoft  et  al.  will  be 
forced  to  give  up  the  fat  profit  margins  they  have  enjoyed  for 
years.  Executives  at  Microsoft  acknowledge  that  a  fourth  wave 
has  begun  but  insist  Microsoft  will  dominate  it.  "We're  on  the 
leading  edge.  People  in  the  open-source  community  are  follow- 
ing our  wake,"  insists  William  Hilf,  a  general  manager.  Racing  to 
keep  up  with  Google  in  delivering  software  over  the  Internet, 
Microsoft  will  spend  a  billion  dollars  this  year  on  similar  capabil- 
ities and  has  already  rolled  out  30  online  products.  It  also  has 
slashed  some  prices  and  set  plans  to  link  some  programs  to 
Linux,  even  while  trying  to  kill  off  the  rival  by  telling  customers 
it  is  risky,  unreliable  and  a  dubious  bargain. 

Oracle  is  countering  MySQL,  Ingres  and  the  like  with  its  own 
low-cost  programs  and  even  a  few  free  apps.  It  also  pushes  a 
version  of  its  flagship  database  geared  for  clusters  of  Linux-on- 
Intel  machines.  Network  Appliance,  with  $2  billion  in  annual 
sales,  has  redesigned  its  data-storage  boxes  to  let  them  work 
better  with  low-cost  Linux  clusters.  Industrial  Light  &  Magic 
uses  NetApp  filers  on  the  3,000-node  Linux  server  farm  that 
was  used  to  make  Star  Wars  movies.  "This  is  where  the  future 
goes  in  enterprise  computing,"  says  NetApp  Chief  Executive 
Daniel  Warmenhoven. 

Storage  king  EMC  ($9.7  billion  in  2005  revenues)  also  surfs 
the  fourth  wave,  redesigning  its  hardware  to  replace  some  of  the 
custom-built  components  with  cheaper  off-the-shelf  parts.  This 
has  pushed  the  cost  of  EMC's  entry-level  product  down  to  $5,000 
from  $50,000  a  few  years  ago.  EMC  also  is  diversifying  into  soft- 
ware, buying  VMware  and  other  outfits.  Networking  leader  Cisco 
has  cut  costs  by  embedding  Linux  and  the  MySQL  database  into 
its  products.  Cisco  also  is  diversifying,  acquiring  companies  like 
set-top-box  maker  Scientific-Atlanta. 

Coleman,  however,  points  out  that  so  far  every  new  wave  of 
computing  has  been  dominated  by  newcomers,  not  by  leaders  of 
the  previous  generation.  To  survive,  he  says,  companies  must 
undergo  a  transplant  of  corporate  DNA,  and  few  survive  the  sur- 
gery. "Startups,"  he  says,  "always  define  the  new  era."  F 
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New  Test 
For  an  Old 


AL  DAVIS  created  the  most  successful  brand  in  football  by  plying 
maverick  methods  and  embracing  an  outlaw  credo.  Today  he  is 
better  known  for  suing  his  fellow  NFL  owners. 


AL  DAVIS,  OWNER  OF  THE  OAKLAND  RAIDERS,  APPROACHED 
the  lectern  at  the  Pro  Football  Hall  of  Fame  in  Canton,  Ohio  last 
month  in  his  trademark  black  suit  and  silver  tie,  his  slicked-back 
black  hair  fully  silver  at  the  temples.  He  was  there  to  induct  John 
Madden,  the  former  head  coach  and  famed  NFL  analyst  as  the 
seventeenth  "Raidah,"  as  Davis  put  it  in  his  Brooklyn  accent,  to 
grab  football's  highest  honor,  including  the  owner  himself. 

In  his  speech,  Davis  proudly  recalled  his  club's  storied 
history,  like  an  aged  and  frail  general  basking  in  battles  won  long 
ago  and  unaware  of  the  sad  state  of  his  army.  For  the  NFL  the 
moment  was  both  fitting  and  awkward.  Davis  is 
77  years  old  now,  and  he  has  spent  more  than 
half  his  life — 43  years— running  the  Raiders, 
building  the  team  into  one  of  the  richest  franchises  in  football 
and  creating  one  of  the  first  antihero,  unabashedly  outlaw 
brands.  He  outfitted  his  team  in  black  and  silver.  He  signed  play- 
ers with  renegade  attitudes  and  nicknames  straight  out  of  pro 
wrestling:  Ken  (the  Snake)  Stabler,  Jack  (the  Assassin)  Tatum, 
Ted  (the  Mad  Stork)  Hendricks.  Raider  Nation,  a  modey  band  of 
fans,  attended  games  in  black  face  paint,  black  cloaks  and  shoul- 
der spikes.  The  Raiders  consistently  led  the  league  in  merchan- 


y  Monte  Burke 


dise  sales.  Oakland  street  gangs  wore  Raider  jerseys. 

And  Davis  personified  his  kick-ass  team,  sporting  black  sun- 
glasses and  the  slick  black  hair  and  coining  phrases  like  "Com- 
mitment to  Excellence"  and  "Just  win,  baby."  From  1963  to  1992 
the  Raiders  posted  a  285-146-11  record,  the  best  in  all  major 
professional  sports.  Along  the  way  his  teams  won  three  Super 
Bowls,  the  last  one  a  generation  ago,  in  1986.  "Davis  was  the  first 
to  realize  the  importance  of  branding,  that  the  players  are  what 
drove  fan  attachment,"  says  Marc  Ganis,  president  of  Sportscorp, 
which  tracks  team  valuations. 

But  in  recent  years  the  traits — his  maverick 
style  and  combative  fearlessness — that  made 
Davis  one  of  the  great  visionaries  in  the  National 
Football  League  have  withered  into  a  crotchety  contrariness, 
hurting  the  value  and  profits  of  his  beloved  team  and  giving  fits 
to  his  fellow  owners  in  the  NFL.  Like  an  entrepreneur  who 
refuses  to  hand  over  his  creation  to  professional  managers,  Davis 
has  clung  to  total  control  and  failed  to  groom  a  true  successor; 
instead  he  spends  much  of  his  time  in  litigation  with  the  league 
"Darth  Vader  is  a  punk  compared  to  Al  Davis,"  the  late 
writer  Hunter  S.  Thompson  once  said.  Sportscorp's  Ganis  adds: 
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RANK 


TEAM  VALUATIONS 


TEAM/OWNER(S)  (YEAR  ACQUIRED') 


The  Redskins  have  not  had  much  success  on  the  gridiron  since  Daniel 
Snyder  bought  the  team  and  its  stadium  in  1999  for  $750  million.  But 
his  savvy  marketing  has  made  his  franchise  the  most  valuable  in  sports. 


VALUE 


CURRENT  1-YEAR 
(SMIL)  CHANGE 


DEBT/ 
VALUE3 


REVENUES 
(SMIL) 


OPERATING 
INCOME" 
(SMIL) 


Washington  Redskins/Daniel  Snyder  (  99) 
New  England  Patriots/Robert  Kraft  (  94) 


$1,423 


13% 


1.176 


13 


Dallas  Cowboys/Jerral  Jones  ('8 


1,173 


10 


Houston  Texans/Robert  McNair  ('99) 


1,043 


10 


Philadelphia  Eagles/Jeffrey  Lurie  ('94) 


Denver  Broncos/Patrick  Bowlen  ('84) 


1,024 


975 


Cleveland  Browns/Randolph  Lerner  ('98) 


970 


Tampa  Bay  Buccaneers/Malcolm  Glazer  ('95) 


955 


Baltimore  Ravens/Stephen  Bisciotti  ('00) 


946 


17% 


$303  $108.4 


26 


17 


29 


32 


21 


10 


15 


29 


250 


235 


222 


218 


207 


206 


203 


201 


43.6 


37.1 


57.6 


54.2 


26.9 


47.1 


56.9 


27.8 


Chicago  Bears/McCaskey  family  ('20) 


945 


20 


201 


51.5 


Carolina  Panthers/Jerry  Richardson  ('93) 


936 


Miami  Dolphins/Wayne  Huizenga  ('94) 


912 


13 


27 


199 


194 


20.7 


33.4 


Green  Bay  Packers/shareholder  owned  ('19) 


911 


Kansas  City  Chiefs/Lamar  Hunt  family  ('60) 


894 


17 


New  York  Giants/John  Mara  ('25),  Steve  Tisch  ('91) 


890 


10 


Seattle  Seahawks/Paul  Allen  ('97) 


15 


13 


194 


186 


182 


189 


22.3 


28.2 


26.9 


5.0 


Tennessee  Titans/Kenneth  Adams  Jr  ('59) 


886 


Pittsburgh  Steelers/Daniel  Rooney  ('33) 


880 


New  York  Jets/Robert  Wood  Johnson  IV  ('00) 


876 


18 


St  Louis  Rams/Georgia  Frontiere  (72),  Stanley  Kroenke  ('95) 


841 


11 


Detroit  Lions/William  Ford  ('64) 


839 


22 


Indianapolis  Colts/James  Irsay  (72) 


837 


17 


23 


Cincinnati  Bengals/Michael  Brown  ('67) 


825 


15 


Arizona  Cardinals/William  Bidwill  ('32) 


789 


17 


Buffalo  Bills/Ralph  Wilson  Jr  ('59) 


756 


Jacksonville  Jaguars/Wayne  Weaver  ('93) 


744 


New  Orleans  Saints/Thomas  Benson  ('85) 


738 


Oakland  Raiders/Allen  Davis  ('66) 


736 


San  Francisco  49ers/Denise  DeBartolo  York  (77) 


734 


San  Diego  Chargers/Alexander  Spanos  ('84) 


731 


Atlanta  Falcons/Arthur  Blank  ('02) 


730 


Minnesota  Vikings/Zygmunt  Wilf  ('05),  Mark  Wilf  ('05) 


k  League  average 


720 


898  10 


14 


11 


11 


42 


12 


19 


17 


17 


14 


14 


37 


44 


189 


187 


179 


179 


178 


167 


175 


158 


176 


173 


160 


171 


171 


170 


170 


167 


48.3 


25.5 


33.1 


33.2 


16.1 


25.0 


20.9 


16.6 


31.2 


22.5 


9.1 


11.8 


24.8 


6.6 


16.3 


193  30.8 


Revenues  and  operating  income  are  for  2005  season.  'Excludes  inheritances  and  assest  swaps.  2Value  of  team  based  on  current  stadium  deal  (unless  new 
stadium  is  pending)  without  deduction  for  debt  (other  than  stadium  debt),  includes  stadium  debt.  "Earnings  before  interest,  taxes  and  depreciation. 


Statistics:  Kurt  Badenhausen,  Michael  K.  Ozanian,  Maya  Roney. 


For  an  expanded  version  of  this  table,  go  to  forbes.com/NFL.  Continue  ► 
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Oakland 


"His  off-the-field  disputes  have  required  so  much  of  his  atten- 
tion that  the  Raiders  have  missed  out  on  the  recent  great  rise  in 
NFL  franchise  value."  FORBES  pegs  the  Raiders'  worth  at  $736 
million  this  year,  22%  below  the  league  average  of  almost  $900 
million.  In  the  nine  years  that  FORBES  has  calculated  team  valu- 
ations, the  Raiders'  cumulative  operating  income  ($116  million) 
is  42%  below  the  NFL  average  of  $200  million. 

One  of  Davis'  bitterest  fights,  now  under  way  before  the 
highest  court  in  California,  may  also  be  one  of  his  last.  He  ran- 
kled the  NFL  years  ago  by  arbitrarily  moving  the  Raiders  from 
Oakland  to  Los  Angeles  in  1982,  winning  court  rulings  that  said 
the  NFL  couldn't  stop  him— then  abandoning  Los  Angeles 
and  moving  back  to  Oakland  in  1995.  Thus  Los  Angeles,  the 
second-largest  market  in  the  U.S.,  has  been  without  an  NFL 
team  for  a  decade.  If  the  new  commissioner  of  the  NFL,  Roger 
Goodell,  can  create  a  team  in  Tinseltown,  his  bosses — the  own- 
ers—could share  in  a  windfall  of  $800  million  or  more. 

Yet  Al  Davis  insists  that  he,  not 
the  NFL,  holds  the  rights  to  the  city 
he  abandoned  so  long  ago.  He  has 
filed  suit  asserting  so,  losing  at  trial. 
His  first  appeal  was  thrown  out,  and 
now  Davis  is  pressing  his  case  before 
the  California  Supreme  Court.  "Al  is 
one  of  the  most  important  people  in 
terms  of  growth  and  building  the 
league,"  says  Lamar  Hunt,  owner  of 
the  Kansas  City  Chiefs.  "But  no  one 
likes  to  be  sued  all  the  time  by  their 
partners.  You  like  to  think  we're 
working  together  to  make  the  league 
better.  What  he  does  is  counter- 
productive. But  that  just  seems  to  be 
his  personality."  Davis  declined  to  be 
interviewed  for  this  story. 

The  Brooklyn-bred  Davis  was  an 
English  major  at  Syracuse  Univer- 
sity. He  had  never  played  a  down  of 
pro  football,  yet  he  was  enthralled 
by  the  game.  In  1960  he  got  his  first  job  in  the  pros  as  the  offen- 
sive coach  for  the  Chargers  of  the  old  American  Football  League 
(then  in  Los  Angeles  and  since  1961  in  San  Diego).  Three  years 
later  Oakland  Raiders  co-owners  Edward  McGah  and  Wayne 
Valley  hired  Davis  as  head  coach;  he  was  only  33  years  old. 
The  moribund  franchise  had  a  record  of  9  wins  and  33  losses  in 
three  years  of  existence  in  the  AFL.  The  owners  handed  full 
control  to  Davis,  who  repaid  them  with  a  10-4  season  in  his 
first  year. 

In  1966  he  left  the  Raiders  to  run  the  AFL,  then  deep  in  its 
antitrust  battle  against  the  older,  more  established  NFL.  Davis 
aggressively  raided  the  NFL  talent  pool,  signing  top  players  to 
exorbitant  contracts.  His  gambit  helped  force  an  agreement 
that  year  to  merge  the  two  leagues,  creating  the  modern  NFL. 
Davis  returned  to  the  Raiders,  intent  on  becoming  an  owner. 
He  signed  on  as  general  manager  and  received  a  10%  stake 


Raider  Nation  is  a 
motley  band  of  fans 
who  attend  games  in 
black  face  paint  black 

cloaks  and  silver 
 shoulder  spikes. 


for  the  bargain  price  of  $18,000.  Then,  in  1972,  he  made  his  big 
move.  While  Valley,  the  more  powerful  of  the  two  owners, 
was  away  at 'the  Munich  Olympics,  Davis  persuaded  McGah  to 
sign  a  contract  that  gave  Davis  complete  control,  though  not 
ownership,  of  the  team,  according  to  Michael  Valley,  the  late 
Wayne's  son.  Enraged,  Valley  sued  Davis  and  lost.  In  1976 
Valley  sold  his  15%  chunk  to  Davis,  who  later  upped  his  share 
to  a  current  54%. 

In  the  early  1980s  Davis  decided  to  move  his  team  from 
Oakland  to  the  far  bigger  TV  market  of  Los  Angeles.  The  NFL 
initially  stopped  him  with  a  court  injunction,  but  in  1982  Davis 
won  a  landmark  case  against  the  NFL  and  the  Raiders  wenl 
Hollywood.  Thus  team  franchises  essentially  became  free 
agents.  Since  then  teams  like  the  Cleveland  Browns,  the  Los 
Angeles  Rams  and  the  Houston  Oilers  have  moved  to  new 
cities.  A  stadium-building  boom  ensued,  helping  to  raise  NFL 
revenues  from  $970  million  in  1989  to  $6.2  billion  today. 

But  as  the  economics  of  the  NFL 
changed,  Davis  didn't  adapt — and  he 
failed  to  cash  in  on  the  construction 
boom  he  created:  The  Raiders  are 
one  of  only  six  teams  that  haven'l 
built  a  new  stadium  since  1982  (the 
Giants  and  the  Jets  have  a  new  one 
under  way).  Most  owners,  notably 
those  at  the  New  England  Patriots 
and  Denver  Broncos,  focused  on 
marketing  and  building  new  stadi- 
ums and  gave  their  coaches  and 
general  managers  control  over  the 
football  side  of  the  business.  Davis 
kept  his  ironfisted  rule,  resulting  in  a 
high  turnover  in  coaches  (nine  in  2C 
years,  the  most  in  the  NFL)  and  a 
mediocre  record — 168  wins  and  167 
losses  in  20  seasons. 

In  1995,  realizing  the  Los  Ange- 
les Coliseum  lacked  pricey  luxury 
boxes,  Davis  moved  his  team  back  to 
Oakland.  Then  the  lawsuits  began  in  earnest.  Davis'  suits 
against  the  NFL  have  been  all  over  the  place:  for  breach  of  con- 
tract on  a  Los  Angeles  stadium  proposal;  for  allegedly  misap- 
propriating funds;  to  stop  expansion  teams  from  using  the  color 
black  in  their  uniforms;  to  get  out  of  revenue-sharing;  and  for 
failing  to  promote  the  Raiders  brand.  "In  the  process  he  has 
made  himself  an  island  in  the  ownership  ranks,"  says  Ganis  oi 
Sportscorp.  In  2001  some  owners  skipped  an  NFL  meeting,  fear- 
ing Davis  would  serve  them  with  subpoenas.  Others  carefully 
watch  what  they  say  around  Davis  to  avoid  getting  tangled  up 
in  another  lawsuit. 

Meanwhile,  Davis  made  bad  moves  in  Oakland,  where  the 
Raiders  have  one  of  the  worst  stadium  deals  in  the  NFL.  In  1995 
he  signed  a  contract  with  Oakland-Alameda  Coliseum  that  lasts 
until  201 1,  giving  up  the  right  to  sell  his  own  tickets  and  market 
the  team  until  this  year.  The  stadium,  now  known  as  McAfee 
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Only  68  NFL  games 
(out  of  756)  have  not 
sold  out  during  the  past 
three  years.  The  Raiders 
and  Cardinals  accounted 
for  60%  of  them.  Even 
the  addition  of  superstar 
receiver  Randy  Moss  last 
year  didn't  help  the 
Raiders  sell  out. 
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Coliseum,  "is  not  the  epitome  of  what  an  NFL  stadium  should 
be,"  says  David  Carter,  executive  director  of  the  Sports  Business 
Institute  at  the  University  of  Southern  California.  The  team  gets 

less  than  $11  million  a  year  in  premium   

seating  revenue,  less  than  one-third  of 
what  teams  like  the  Eagles,  Redskins,  Patri- 
ots and  Broncos  get.  Since  1995  the 
Raiders'  record  is  81-95,  and  58  of  its  88 
home  games  haven't  sold  out,  the  second- 
most  in  the  league,  after  the  Cardinals. 

And  the  outlaw  brand  that  Davis 
worked  so  hard  to  create  is  now  working 
against  him.  "Their  reputation  has  com- 
promised their  ability  to  generate  cash 
flow  by  leasing  suites  and  selling  personal 
seat  licenses,"  says  Carter.  "The  NFL  prod- 
uct has  changed.  It's  more  corporate  and 
polished.  Davis  is  still  operating  in  the 
old  way."  According  to  Neil  Schwartz  of 
SportScanlNFO,  Raiders  apparel  sales 
dropped  25%  last  year.  Meanwhile, 
owners  like  Jerry  Jones  of  the  Dallas 
Cowboys  and  Daniel  Snyder  of  the  Wash- 
ington Redskins,  the  spiritual  heirs  of 
Davis'  maverick  maneuverings,  have  sur- 
passed him,  generating  revenues  from 
stadium  deals  and  advertising  to  create 
two  of  the  most  valuable  franchises  in 
sports. 

The  lawsuit  over  who  controls  Los 
Angeles  may  be  Davis'  last  big  spat.  Davis 
claims  the  Raiders  earned  the  rights  to  Los 


Angeles  by  waiving  $46  million  in  settlement  payments  from 
a  1982  antitrust  trial  against  the  NFL.  In  2001  Davis  lost  the 
$1.2  billion  claim  to  Los  Angeles,  but  the  case  was  appealed 
when  one  of  the  jurors  reportedly  said,  "I  hate  the  Raiders." 
That  appeal  was  dismissed,  but  the  California  Supreme  Court 
has  decided  to  review  the  dismissal.  The  verdict  is  important 
to  the  NFL  s  future  plans.  "Anyone  who  wants  to  buy  or  move 
a  franchise  to  Los  Angeles  has  to  include  the  likely  cost  of  lit- 
igation in  the  overall  budget,"  says  Carter,  who  has  consulted 
for  California  municipalities  on  the  subject.  "It's  a  huge  finan- 
cial wild  card."  Some  owners  see  the  suit  as  sour  grapes.  "He 
chose  to  move  back  to  Oakland,  so  I  don't  know  how  he  could 
continue  to  own  the  rights  [to  Los  Angeles],"  says  Lamar  Hunt 
of  the  Chiefs. 

A  win  for  Davis  might  allow  him  to  retake  Los  Angeles  or 
raise  cash  by  selling  the  market  rights,  and  cash  is  something  he 
needs  desperately.  Unlike  Jones  and  Snyder,  Davis  has  no  out- 
side wealth.  Keeping  control  in  his  family  will  be  difficult, 
though  according  to  a  1999  partnership  agreement,  his  wife, 
Carol,  will  become  the  chief  executive  of  the  franchise  upon  his 
death.  It  is  rumored  that  Davis  has  put  up  a  piece  of  his  team  for 
sale  but  that  every  time  he  gets  close  to  a  deal,  he  balks.  "He'd 
have  to  bring  in  an  equal  partner,  someone  who  knows  the  new 
NFL,  who  could  market  and  generate  revenues,"  says  Ganis.  "But 
the  chances  of  him  doing  so  are  slim.  Like  many  entrepreneurs, 
he'd  have  a  tough  time  with  this."  F 
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Prophets  of  Boom 

To  save  their  Bible  boot  camp  from  financial  doom,  the  Reverend  Jerry 
Fa  I  well  and  son,  Jerry,  have  begged,  borrowed  and  built  their  way  back  up 

By  Dirk  Smillie 


"What  we  build  here  has 
to  be  bold":  Jerry  Falwell  Sr. 
and  Jr.  on  their  mountain 
above  Liberty  University  in 
Lynchburg,  Va. 


VEERING  FROM  A  NARROW 
dirt  road,  Jerry  Falwell  Jr. 
shoots  his  GMC  pickup  along 
the  rocky  slopes  of  Candlers 
Mountain  in  Lynchburg,  Va., 
hitting  an  armchair-size  rock  that  nearly 
flips  the  truck.  Unfazed,  Falwell  guns  his 
engine  harder,  bouncing  his  way  to  the 
top  of  the  1,200-foot  peak.  Far  below, 
workers  are  putting  the  finishing  touches 
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on  a  new  law  school,  ten  dormitories,  a 
football  clubhouse  and  a  chapel.  "What  we 
build  here  has  got  to  be  bold,"  says  Falwell, 
taking  a  deep  breath.  "Our  destiny  is 

at  stake." 

Financial,  as  well  as  spiritual.  The  last 
few  years  have  been  a  bumpy  ride  for  Jerry 
Jr.,  his  famous  father  and  their  evangelical 
institution,  Liberty  University.  The  non- 
profit school  aims  "to  develop  Christ- 


centered  men  and  women  with  the  values 
knowledge  and  skills  essential  to  impacl 
tomorrows  world."  But  it's  the  present  thai 
has  kept  this  duo  busy.  Liberty  may  be  z 
mandatory  whistle-stop  for  Republican 
presidential  aspirants,  who  come  to  delivei 
commencement  addresses  and  grab  photc 
ops  with  the  founding  father  of  the  Moral 
Majority.  But  Reverend  Falwell,  who  used 
his  television  ministry  to  raise  $2  billion  foi 
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conservative  causes  in  the  1980s, 
isn't  the  money  machine  he  once 
was.  He  and  his  son  have  spent  the 
last  few  years  battling  to  work  off 
$100  million-plus  in  debt,  just  as 
donations  to  Falwell  Sr.'s  Thomas 
Road  Baptist  Church,  the  univer- 
sity's onetime  key  benefactor,  have 
shriveled.  At  the  same  time  father 
and  son  have  towering  ambitions: 
They're  looking  to  raise  $1  billion 
to  solidify  Liberty's  legacy  as  a 
West  Point  for  the  faithful. 

Since  its  founding  by  Falwell  pere 
in  1971,  Liberty  has  grown  from  a 
one-room  Bible  class  inside  the 
church  to  a  4,400-acre  campus  with 
9,558  residential  students.  An  addi- 
tional 12,000  or  so  sign  up  for  dis- 
tance-learning courses.  It  offers  B.A.S 
from  its  college  of  arts  and  sciences, 
its  schools  of  business,  communica- 
tion, education  and  religion,  and 
graduate  degrees  in  15  programs, 
from  an  M.B.A.  to  a  master  of  sci- 
ence in  nursing.  Sports  are  a  big  deal; 
the  school  boasts  18  NCAA  division- 
1  programs.  "Athletics  are  a  platform 
for  our  message,"  says  Jerry  Sr. 

Religious  instruction  perme- 
ates academic  and  social  life. 
Prayer  leaders  minister  to  groups 
of  five  students,  who  must  attend 
chapel  three  times  a  week;  the 
school  prides  itself  on  turning  out 
"champions  of  Christ"  who  take 
the  Bible  literally,  believe  in  cre- 
ationism,  political  conservatism 
and  free  enterprise.  The  law 
school  preaches  that  separation  of 
church  and  state  was  never 
intended  by  the  founders.  Stu- 
dents must  submit  to  random 
drug  tests  and  adhere  to  hair  and 
dress  codes.  Coed  dorms,  party- 
ing and  sexual  promiscuity  are  out.  Any- 
one involved  with  "witchcraft,  seances  or 
other  satanic  or  demonic  activity,"  warns 
the  student  handbook,  will  be  slapped 
with  a  $500  fine  and  30  hours  of  commu- 
nity service.  "Evangelicals  are  finally  con- 
fronting the  larger  culture  over  issues  we 
care  passionately  about,"  says  Frederick 
Milacci,  dean  of  graduate  studies. 

Both  Falwells — the  elder,  who  is  chan- 
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cellor,  and  the  younger,  vice  chancellor — 
keep  offices  inside  the  brick  cottage  that  was 
once  home  to  Senator  Carter  Glass  of  the 
Glass- Steagall  Act  and  Treasury  Secretary 
under  Woodrow  Wilson.  On  a  recent  sum- 
mer evening,  as  fighting  raged  between 
Israel  and  Hezbollah,  Jerry  Sr.  typed  out  his 
Web  column,  suggesting  that  the  world 
might  be  on  the  edge  of  Armageddon.  In  a 
conference  room  next  door  Jerry  Jr.  pored 
over  a  geologic  map  of  a  ski  resort  the  Fal- 
wells plan  to  build  on  Candlers  Mountain, 
cell  phone  pressed  to  his  ear  as  he  debated 
with  a  real  estate  partner  whether  to  use 
artificial  snow  for  the  slopes.  The  younger 
Falwell,  44,  seems  to  spend  little  time  pon- 
dering the  apocalypse.  A  graduate  of  the 
University  of  Virginia  law  school  who 
sports  a  Daytona  tan,  he  struts  around  Lib- 
erty's construction  chaos  in  a  navy  blazer 
and  beige  khakis,  hopping  over  wet  cement. 

But  there's  no  mistaking  who  still  calls 
the  shots.  The  church  and  the  university 
are  separately  incorporated;  a  Christian 
K-12  academy  and  the  Liberty  Channel 
TV  network  (once  called  the  Old  Time 


Gospel  Hour)  are  grouped  under  a  third 
nonprofit,  Jerry  Falwell  Ministries.  Liberty 
University's  38-member  board  is  appointed 
by  the  church  and  is  packed  with  pastors 
and  local  business  folks,  without  a  single 
faculty  staffer.  Its  budget  is  ratified  by  the 
board,  which  is  handpicked  by  Falwell 
pere.  At  73  he  is  still  vigorous,  if  hefty, 
despite  having  been  sideswiped  by  death 
last  year:  In  March  2005  he  was  pro- 
nounced dead  after  an  arterial  blockage 
threw  him  into  cardiac  arrest  for  four 
minutes;  a  paramedic  revived  him.  "Dad's 
illness  put  our  feet  to  the  fire,"  says  his  son. 

This  month,  the  Falwells  say,  they'll 
complete  $82  million  in  campus  construc- 
tion projects.  Nearly  half  that  sum  is  being 
spent  to  transform  a  million-square-foot 
former  Ericsson  plant  bordering  the  cam- 
pus into  a  new  law  school  and  a  larger  site 
for  the  church.  The  mammoth  building 
came  courtesy  of  an  $11  million  purchase 
on  Liberty's  behalf  in  2004  by  David  Green, 
chief  executive  of  retailing  giant  Hobby 
Lobby  Creative  Centers  and  a  big  backer  of 
evangelical  education.  Such  largesse  funds 
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Building  out  of  a  financial  hole:  This  month 
Liberty  University  will  complete  $82  million 
worth  of  new  construction.  Once  $100 
million  in  debt,  the  school  has  attracted  a 
few  large  gifts  and  spent  lavishly  to  help 
beef  up  its  religious  instruction,  athletic 
programs  and  academic  courses. 

most  of  the  building  boom.  Liberty  Uni- 
versity isn't  losing  money:  Last  year  tuition 
and  fees  amounted  to  $125  million,  operat- 
ing expenses  $109  million.  But  it's  still  $30 
million  in  debt.  "We  need  a  financial  safety 
net,"  says  Falwell  fils.  An  endowment  of  $1 
billion,  he  thinks,  could  throw  off  $50  mil- 
lion a  year,  enough  to  cover  growing  oper- 
ating costs  and  to  underwrite  some  of  the 
2,000  scholarships  Liberty  offers  each  year 
(tuition,  room  and  board  run  $19,950). 

Getting  there  won't  be  easy.  From  1988 
to  1992  donations  to  Falwell's  ministry 
plunged  from  $135  million  to  $10  million. 
"It  was  a  nightmare,"  says  the  younger  Fal- 
well, whose  father  brought  him  on  as  Lib- 
erty's general  counsel  in  1988.  Jerry  Jr.  first 
tried  to  get  the  state  of  Virginia  to  bail  out 
Liberty  by  floating  $60  million  in  bonds, 
but  the  state  supreme  court  put  the  kibosh 
on  the  move,  ruling  that  the  public  offering 
violated  the  separation  of  church  and  state. 

Those  were  desperate  times.  The 
younger  Falwell  spent  hours  on  the  phone 
pleading  with  donors  and  lenders  for  new 
loans  to  keep  the  campus      at,  sometimes 


getting  cash  the  very  day  he  had  to  make 
the  payroll.  Rescue  seemed  assured  in  a 
deal  with  Kemper  Capital  Management,  an 
affiliate  of  Vincennes,  Ind.'s  Kemper  CPA 
Group,  to  refinance  $55  million  of  short- 
term  debt  with  long-term  bonds — or  so  he 
thought.  "Unfortunately,  Kemper  couldn't 
sell  the  bonds,  so  we  sued  them,"  he  says. 
The  case  went  to  arbitration,  but  Liberty 
lost.  Jerry  Jr.  then  sat  down  with  creditors, 
including  Household  Retail  Services  and 
Stephens  of  Little  Rock,  Ark,  and  worked 
out  a  seven-year  repayment  plan.  He  raised 
$4  million  by  selling  2,000  acres  on  Can- 
dlers  Mountain.  He  also  cut  costs  by  shut- 
ting down  a  fundamentalist  magazine, 
eliminating  the  wrestling  program  and  slic- 
ing the  recruitment  budget  for  Liberty's 
distance-learning  program  by  a  total  $12 
million. 

Since  1999  Jerry  Jr.  and  his  private 
development  firm  have  raised  $100  million 
or  so  via  sales  of  land  and  leaseholds  to  pull 
in  retailers— Wal-Mart,  Kohl's,  Staples  and 
Circuit  City,  plus  a  dozen  restaurant 
chains — around  Liberty's  campus.  "Jerry  Jr. 


is  a  one-man  real  estate  boom,"  cracks 
Christopher  Doyle,  vice  president  at  CB 
Richard  Ellis  and  the  Falwells'  point  guy  on 
the  Candlers  development. 

Liberty  also  found  a  savior  in  life 
insurance  mogul  and  Forbes  400  mem- 
ber Arthur  L.  Williams,  who  has  dropped 
$70  million  into  the  kitty.  His  biggest  gift 
came  in  1997  with  the  proviso  that  he  be 
allowed  to  send  his  finance  chief  to  scru- 
tinize Liberty's  books.  It  came  out  that  the 
source  of  Liberty's  ramshackle  financial 
state  was  an  overreliance  on  donations 
from  Falwell's  diminishing  TV  ministry. 
Williams  also  urged  him  to  scale  back 
his  other  ministries  and  make  Liberty 
the  focus  of  the  family  business.  "Jerry 
Falwell  is  one  tough  dude,"  Williams  says. 
"He  refused  to  let  his  dream  die." 
Williams  has  created  a  few  of  his  own:  His 
$12  million  for  a  new  basketball  arena 
and  football  stadium  helped  recruit  Uni- 
versity of  Virginia  coach  Danny  Rocco 
for  the  upcoming  season.  Other  big  gifts 
have  come  in  from  the  likes  of  apocalyp- 
tic Christian  novelist  Tim  LaHaye,  whose 
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Falwell  Inc. 


$7  million  helped  to  build  an  ice  rink  and 
a  student  center  with  five  basketball 
courts  and  an  Olympic-size  pool. 

The  Falwells  know  they  cant  rely  on 
such  manna  forever.  Tuition  and  enroll- 
ment are  both  increasing  at  roughly  8%  a 
year.  But  the  rise  masks  one  big  problem: 
Only  49%  of  Liberty's  distance-learning 
students,  the  fastest-growing  and  easily 
the  most  profitable  population,  return 
year  to  year,  making  growth  dependent 
on  new-student  recruitment.  Liberty's 
Web  courses  face  strong  competition 
from  the  Christian  online  school  Grand 
Canyon  University  (10,000  students), 
acquired  a  couple  of  years  ago  by  Signifi- 
cant Education,  a  Phoenix,  Ariz,  private 
equity  group. 

Getting  recent  Liberty  alums  to  cough 
up  has  proved  challenging.  The  Falwells 
say  they  have  $163  million  pledged  to  Lib- 
erty's endowment  in  the  form  of  wills, 
bequests,  trusts  and  gift  annuities  from 
contributors  to  Jerry  Sr's  ministry,  but  only 
$20  million  of  that  is  in  cash.  Father  and 
son  are  at  work  on  scads  of  other,  uncon- 
ventional ideas.  Falwell  pere,  who  carries  a 
$46  million  life  insurance  policy,  con- 
vinced a  wealthy  couple  to  take  out  a  $100 
million  second-to-die  policy  making  Lib- 
erty the  beneficiary.  A  former  Detroit  auto 
engineer,  Charles  S.  Clark,  donated  a 
design  to  reduce  the  cost  of  making 
printed  circuit  boards.  Jerry  Jr.  filed  a 
patent  for  the  process  and  is  marketing  the 
idea,  claiming  it  could  be  worth  "north  of 
$250  million"  but  admitting  that  this  num- 
ber is  speculative. 


That  said,  the  Falwells  have  a  history  of 
persuasiveness  in  Lynchburg  (pop.:  65,269), 
where  56  relatives  are  buried  Jerry  Sris  father, 
Carey  Hezekiah  Falwell,  ran  a  string  of  gas 
stations  during  Prohibition,  using  his  fuel 
trucks  to  smuggle  bootleg  whiskey.  After 
Carey  shot  his  younger  brother  to  death  in 
self-defense,  he  became  an  alcoholic  with  a 
nasty  knack  for  keeping  his  staff  in  line.  An 


employee  called  in  sick  one  day,  so  Falwell 
caught  the  man's  cat,  killed  and  cooked  it, 
then  delivered  the  remains  to  the  employee's 
home  as  a  complimentary  lunch.  And  once, 
after  a  drunken  patron  turned  belligerent  at 
a  Falwell-owned  restaurant,  Carey  grabbed 
the  customer  and  threw  him  into  a  bear  cage, 
where  he  was  maimed  by  the  beast,  then  set 
free.  Tough  dudes,  these  Falwells.  F 
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mm  F  YOU  WANT  TO  KNOW  WHAT 
I  gets  Chinese  Premier  Wen  Jiabao 
I  bouncing  out  of  bed  for  an  early- 
I  morning  tour,  go  to  a  seaside 
HI  industrial  strip  in  Kwinana,  30 
miles  south  of  Perth  on  the  west  coast  of 
Australia.  China's  third-highest-ranking 
government  official  stopped  there  in 
April  to  visit  a  30-acre  ironmaking  com- 
plex owned  by  a  firm  called  Hismelt. 
(Other  Chinese  officials  have  toured  the 
place  as  well.) 

Hismelt  has  invented  a  new  way  of 
making  iron  that  is  supposed  to  cut  pro- 
duction costs  by  20%,  reduce  pollution 
and  convert  billions  of  tons  of  currently 
uneconomic  iron  ore  into  a  valuable 
commodity. 


The  New 
Iron  Age 

Smelting  has  been  around  for  four  millennia. 
Rio  Tinto's  Hismelt  says  the  process 
is  in  need  of  an  upgrade  By  Tim  Treadgold 
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More  than  $750  million  has  been 
spent  here  by  the  U.K.  mining  giant  Rio 
Tinto  and  three  partners:  U.S.  steel- 
maker Nucor  Corp.,  Japanese  trading 
house  Mitsubishi  and  China's  Shougang 
Steel.  The  Australian  government  has 
also  chimed  in  with  $93  million  in 
promised  grants,  making  this  one  of  the 
biggest  research  and  develop- 
ment projects  ever  seen  in 
Australia. 

Anything  that  might 
check  steel-price  inflation  has 
the  attention  of  all  nations, 
especially  the  Chinese,  who  consumed 
390  million  tons  in  2005,  far  more  than 
the  US,  according  to  the  International 
Iron  &  Steel  Institute.  A  ton  of  cold- rolled 
steel  suitable  for  making  cars  costs  $700 
in  Shanghai,  up  20%  year  to  date. 

"The  process  works;  we  have  no 
doubt  about  that,"  says  Samuel  Walsh, 
chief  executive  of  Rio  Tinto  Iron  Ore. 
"We're  in  a  three-year  ramp-up  phase. 


We're  steadily  increasing  the  throughput 
and  stabilizing  the  process." 

The  Hismelt  process  turns  iron  ore 
into  pig  iron,  the  mix  of  96%  iron  and 
4%  carbon  that  is  the  raw  ingredient  in 
steelmaking.  For  a  century  following  a 
clever  1856  invention  by  Henry  Besse- 
mer, pig  iron  came  out  of  blast  furnaces 


"The  process  works;  we 
have  no  doubt  about  that. 


that  smelted  the  ore  with  a  mix  of  coke 
(charcoal  made  from  coal),  hot  air  and 
additives  like  limestone  that  absorb 
impurities.  Then  Bessemer  furnaces 
went  out  of  fashion  and  were  replaced 
by  basic  oxygen  furnaces,  which  use  oxy- 
gen in  place  of  the  air  and  thereby  accel- 
erate the  steelmaking  process  because 
oxygen  burns  more  efficiently  than  air, 
which  is  only  21%  oxygen. 


Now,  at  least  for  certain  grades  of 
iron  ore,  Hismelt  may  make  blast  fur- 
naces obsolete.  It  cuts  costs  by  accepting 
cheaper  ingredients.  In  lieu  of  coke,  it 
uses  coal,  even  cheap  high-sulfur  coal. 
And  it  can  accept  low-grade  iron  ores 
contaminated  by  phosphorus.  The  His- 
melt process  cuts  down  on  the  emis- 
sions coming  out  of  the 
smokestack.  It  is  more 
energy-efficient,  too,  con- 
suming less  coal  per  ton  of 
pig  iron  than  a  modern  basic 
oxygen  furnace. 
A  cleaner,  less  energy-intensive  steel 
industry  is  a  boon  for  all,  but  Rio  Tinto's 
interest  is  very  much  driven  by  its  own 
economics.  The  company  has  vast 
deposits  of  high-phosphorus  iron  ore  it 
cannot  easily  sell.  Phosphorus  is  a  steel- 
maker's worst  enemy,  making  the  metal 
brittle.  Pressed  to  put  a  figure  on  how 
much  high-phosphorus  ore  Rio  Tinto 
has,  Walsh  will  only  say  "a  huge  amount 


*mM         gm  1         The  key  to  the  Hismelt  process,  as  opposed  to  the  deep  slag  process  (left),  is  its  high-temperature,  high- 

j  \jM  |JdPI€     pressure  smelting  vessel  (tight).  Finely  ground  iron  ore,  coal  and  fluxes  such  as  limestone  are  injected 

with  heat  and  boosted  by  blasts  of  hot  air.  Temperatures  inside  can  reach  2,600  degrees  Fahrenheit. 
Pig  iron  is  continuously  tapped  from  the  base  of  the  bath,  with  the  molten  metal  available  immediately  for  steel  production  or  for  pouring 
into  solid  ingots,  or  pigs,  for  later  use.  Gases  produced  in  the  process  are  reused  to  produce  some  of  Hismelt's  own  steam  and  electricity. 
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of  it."  More  than  a  billion  tons?  "Much 
bigger  than  that,"  he  says. 

Rio  Tinto  has  pursued  Hismelt  for  20 
years,  despite  some  suspicion  from  its  ore 
customers  that  if  it  succeeds  it  could  go 
into  competition  with  them.  Don't  worry, 
Walsh  tells  them:  Rio  Tinto,  having  no 
desire  to  be  a  steelmaker,  will  simply 
license  the  technology. 

Laiwu  Steel  in  China's  Shandong 
Province  has  taken  a  license,  as  has 
Huaigang  Steel.  As  many  as  30  other 
Chinese  steel  mills  are  considering  the 
option.  Nucor,  says  Walsh,  is  interested 
in  installing  Hismelt  at  one  of  its  North 
American  steel  mills,  in  a  location  not  yet 
chosen.  "We've  got  people  biting  at  the 
bit,"  says  Walsh. 

For  much  of  its  early  development, 
Hismelt  was  dismissed  as  a  novelty  with 
limited  commercial  potential.  It  was  con- 
ceived in  1982  by  Karl  Brotzmann,  a 
scientist  at  the  German  steelmaker 
Klockner-Werke,  and  followed  a  slow 
development  path.  The  first  trials  weren't 
until  1985  in  Germany,  part  of  a  wave  of 
other  novel  smelting  technologies  that 
were  being  tried  out  by  Germany's  Lurgi 
AG,  Austria's  Voest  Alpine,  Japan's  Kobe 
Steel  and  Australia's  BHP  Billiton. 

All  of  these  fell  into  the  category  of 
"direct  smelting,"  which  means  replac- 
ing the  preliminary  steps,  such  as  coke- 
making,  and  putting  the  raw  materials 
directly  into  a  pig  iron  furnace.  By  and 
large,  they  didn't  live  up  to  their  prom- 
ise. BHP  sank  $2  billion  into  its  process, 


Poking  the  pig  iron:  workers  at  the  Hismelt  plant  in  Kwinana. 


"Everything  is  telling  us 
that  the  process  works  at 

65%  to  70%  of  capacity  " 


called  hot  briquetted  iron;  it  is  now  dis- 
mantling the  plant. 

Stephan  Weber,  now  managing 
director  of  Hismelt  Corp.,  was  in  Ger- 
many working  on  the  Klockner-Werke 
project  for  German  engineering  firm 
Mannesmann.  He  says  the  concept 
worked,  but  it  didn't  prove  to  be  eco- 
nomical. Klockner  was  then  joined  by 
CRA  (an  Australian  predecessor  firm 


to  Rio  Tinto),  and  Hismelt  started  to 
take  shape. 

The  German  steel  company,  looking 
for  a  new  steelmaking  technology,  and 
the  Australian  miner,  looking  for  a  way 
to  use  its  high-phosphorus  iron  ore  (as 
well  as  comply  with  a  government  agree- 
ment to  invest  in  iron-ore-processing 
technologies),  arranged  the  construction 
of  the  first  Hismelt  plant  in  the  mid- 
1980s.  "That  first  plant  only  had  a  one- 
ton-per-hour  capacity,  but  that  was 
already  the  Hismelt  process  as  we  know 
it,"  Weber  says. 

Successful  as  those  first  trials  were, 
Klockner-Werke  had  lost  interest  in  steel, 
withdrawing  from  His- 
melt in  1987  to  con- 
centrate on  plastics  and 
packaging.  CRA,  how- 
ever, pushed  ahead, 
spending  $105  million 
to  build  an  11-ton-an- 
hour  plant  in  Kwinana 
in  1992. 

Trials  at  the  second  plant  lasted  for 
seven  years  until  1999,  during  which 
Hismelt  hit  a  wall.  Its  original  design  was 
for  a  horizontal  furnace,  but  that  design 
didn't  scale  up  well.  The  engineers  sub- 
stituted a  water-cooled  vertical  design 
that  performed  as  promised,  delivering  a 
continuous  flow  of  pig  iron  at  2,600 
degrees  Fahrenheit. 


Success  with  stage  two  enabled  Rio 
Tinto  to  draw  three  new  investors  into  a 
joint  venture.  Nucor  took  25%,  Mit- 
subishi 10%  and  Shougang  Steel  5%.  In 
2002  the  four  partners  gave  the  go-ahead 
for  the  construction  of  the  current  plant, 
which  cranks  out  2,650  tons  per  day  of 
iron.  Rio  Tinto  believes  the  ideal  size  for 
a  Hismelt  plant  is  twice  that.  The  world's 
biggest  blast  furnaces,  like  Thyssen- 
Krupp's  in  Duisberg-Schwelgern,  Ger- 
many, can  produce  14,000  tons  per  day. 

Weber  says  his  challenge  is  to 
steadily  increase  output.  So  far  four 
types  of  ore  have  been  tested,  along  with 
steel-mill  waste  and  nine  varieties  of 
high-  and  low-grade  coal.  "Up  to  now 
we've  had  no  showstoppers,"  Weber  says. 
"Everything  is  telling  us  that  the  process 
works  at  65%  to  70%  of  capacity.  And 
now  we're  going  to  80%."  At  the 
moment,  the  pig  iron  is  cooled  before 
being  shipped  off  to  steel  mills  in  Thai- 
land and  Malaysia.  Ultimately,  among 
other  possibilities,  Weber  wants  to  see 
Hismelt  furnaces  feeding  steel  mills  in 
the  same  building. 

With  that  arrangement,  Weber  says, 
the  finished  steel  should  be  20%  cheaper 
to  make  than  steel  made  in  older 
furnaces.  F 

Additional  reporting  by  Matthew  Rand 
and  Michael  Zhao 
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Wherever  in  the  world  you  compete, 
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VJ  Technologies  found 

i  positive  charge  in  Michigan 

md  recharged  an  industry. 
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When  T/J  Technologies  set  out  to  develop  better 
battery  materials,  they  ended  up  teaming  with 
A1 23  Systems  to  recharge  an  industry.  Thanks  to 
their  developments,  lithium-ion  batteries  have  more 
power.  They  are  safer  and  last  longer.  They  charge 
faster.  This  revolutionary  technology  will  lead  to 
new  applications  from  defense  and  aerospace  to 
professional  and  home  use. 

The  team  at  T/J  technologies  wouldn't  have  done 
this  anywhere  other  than  Ann  Arbor,  Michigan. 
Even  when  other  states  called  with  enticements. 
Why?  Because  Michigan  offered  T/J  Technologies 
a  competitive  advantage  with  a  centrally  located 
technology  cluster  and  down-the-street  access 
to  Michigan's  top  universities.  Thanks  to  the 
Michigan  Economic  Development  Corporation, 
businesses  that  come  here  find  success. 

Your  success  is  no  exception.  In  Michigan,  you 
could  have  access  to  a  $2  billion  2tst  Century  Jobs 
Fund.  PLUS,  Michigan  is  home  to  an  experienced, 
tech-savvy  workforce  and  world-renowned  research 
universities.  In  fact,  we're  ranked  #2  among  all 
states  for  patents  awarded  to  public  universities. 
Technology  clusters,  economic  incentives,  capital 
funding  sources... the  list  goes  on. 

So,  if  you're  looking  to  power  your  success, 
look  no  farther.  Because  wherever  in  the  world 
you  compete,  Michigan  can  give  you  the  upper 
hand.  Let  the  Michigan  Economic  Development 
Corporation  show  you  how.  Call  800  878  7722 
orclickonMichigan.org. 


MICHIGAN 

ECONOMIC  DEVELOPMENT  CORPORATION 
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irty  Money 

There's  profit  to  be  made  in  cleaning  up  a  filthy  emerging  Asia- 


Down  in  the  dumps:  Without  proper  landfill,  Chennai's  t 


N  MOST  INDIAN  CITIES  ROADSIDES  ARE  DUSTY  OR 
caked  with  mud.  Trash  is  piled  high  amid  blood-red 
chewed-up  betel  leaves  and  the  smell  of  urine.  But  the 
streets  are  comparatively  clean  in  Chennai,  an  indus- 
trial city  of  5.5  million  on  the  nation's  southeastern 
coast.  Early  each  morning  hundreds  of  workers  trawl 
through  the  city's  main  arteries  picking  up  mounds  of 
litter.  Street  sweepers  reduce  dust.  Garbage  collectors 
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go  door-to-door  to  gather  and  haul  off  trash. 

Much  of  the  credit  for  this  cleanup  goes  to  Veolia  Environ- 
nement,  a  $30  billion  (sales)  Paris-headquartered  outgrowth  of 
the  Vivendi  water  and  media  company  that  has  tapped  into  one  of 
the  most  intractable  problems  in  Asia:  pollution.  Garbage  experts 
estimate  that  on  average  every  person  in  a  developing  nation  pro- 
duces one  pound  of  trash  per  day,  compared  to  three  times  that 
amount  in  a  developed  nation.  But  both  the  economies  and  pop- 


f  you  have  the  stomach  for  it 


lei  Freedman 
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ulations  of  the  largest  Asian  nations  are  growing  quickly,  suggest- 
ing a  sharp  increase  in  garbage  generation  in  years  to  come. 

.Already  China  generates  190  million  tons  of  trash  per  year, 
more  than  the  U.S.,  and  by  2030,  the  World  Bank  estimates,  that 
figure  will  jump  to  480  million  tons.  Yet  only  between  5%  and  50% 
of  China's  waste  is  either  incinerated  or  buried  in  a  suitably 
sequestered  landfill;  the  comparable  U.S.  figure  is  probably  near 
99%.  In  India  and  Indonesia,  less  than  5%  of  waste  is  handled 
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properly.  Untreated  garbage  seeps  into  waterways  and  poisons 
drinking  water.  Open  sewers  and  industrial  pollution  compound 
the  problem.  In  April  the  head  of  the  U.S.  Environmental  Protec- 
tion Agency  visited  China  to  encourage  officials  to  use  technolo- 
gies that  could  ameliorate  the  nations  severe  air  pollution. 

For  Veolia  and  competitors  all  this  smells  like  opportunity. 
Veolia  has  entered  into  contracts  in  China,  India  and  other  Asian 
nations  to  clear  solid  waste  and  build  landfills,  wastewater  and 
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Cleaning  Up  Asia 


sewage-treatment  plants,  as  well  as  provide  clean  drinking  water. 
Veolia  handles  20,000  tons  of  Chinese  garbage  per  day.  As  a  result, 
Veolia's  revenue  from  Asia  hit  $1.7  billion  in  2005— a  29% 
increase  over  the  previous  year— and  executives  say  it  could 
increase  another  15%  to  20%  annually  for  the  next  five  years. 

Veolia's  biggest  competitor,  Paris-headquartered  Suez,  has 
teamed  up  with  New  World  Development,  a  Hong  Kong  con- 
glomerate headed  by  billionaire  Cheng  Yu-tung.  Since  starting  its 
work  in  the  region  three  decades  ago,  it  has  built  150  drinking- 
water  treatment  plants  in  Chinese  cities,  serving  250  million  peo- 
ple. The  $53  billion  (2005  sales)  company  now  runs  the  two 
biggest  landfills  in  Hong  Kong  and  is  testing  a  hazardous  waste 
incinerator  in  Shanghais  main  industrial  chemical  center. 

These  companies  go  where  others  fear  to  tread.  Building  a 
landfill  or  incinerator  means  importing  heavy  machinery  and 
highly  trained  experts  and  getting  a  long-term  commitment  from 
the  host  country.  Often,  contracts  are  opaque,  cash  flow  is  uncer- 
tain and  there  is  little  recourse  in  the  event  of  government  cor- 
ruption or  expropriation.  There  is  the  additional  risk  that  a  local 
competitor  will  underbid  by  cutting  corners.  Many  U.S.  compa- 
nies have  steered  clear.  "Its  hard  for  a  reputable  company  to  corn- 


not  going  to  take,"  says  Richard  Felago,  a  senior  vice  president  at 
the  Houston  company. 

Getting  paid  is  tough,  too.  Suez  built  a  water  treatment  plant 
financed  with  a  dollar-denominated  loan  in  Indonesia  but  was 
unable  to  cover  its  debt  when  Jakarta  devalued  the  Indonesian 
rupiah  during  the  Asian  financial  crisis.  Now  the  company  makes 
all  its  investments  in  local  currency  and  divides  risk  among 
lenders,  partners  and  local  water  authorities. 

Even  a  relatively  stable  country  like  India  can  be  tough  to  nav- 
igate. The  country  almost  completely  ignored  waste  as  a  problem 
until,  in  a  spell  of  judicial  activism,  the  Supreme  Court  decreed 
that  all  cities  of  100,000  people  or  more  must  provide  disposal  by 
the  end  of  2003.  A  2000  law  further  mandated  the  separation  of 
organic  waste  from  recydables — something  that  has  also  proved 
impossible.  "I  don't  think  any  city  has  met  the  deadline,"  says  N.C 
Vasuki,  head  of  the  International  Solid  Waste  Association. 

Bureaucracy  is  one  reason.  Authorities  in  Tirupur,  in  India's 
south,  invited  a  private  contractor  to  build  a  composting  plant,  but 
the  city  refused  to  enforce  laws  requiring  garbage  segregation, 
arguing  it  did  not  have  the  resources.  It  then  refused  to  allow  the 
plant  to  function  with  mixed  garbage.  Now  the  trash  is  dumped  in 
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pete  with  people  who  are  willing  to  ignore  regulations  or  pay 
bribes  to  get  past  inspections  or  enforcement,"  says  Sandra  Coin- 
treau, a  solid-waste  adviser  to  the  World  Bank. 

But  European  companies  have  been  eager  to  expand  beyond 
their  own  borders.  They  offer  the  same  technological  and  finan- 
cial resources  as  Americans  without  the  inconvenience  of  our 
Foreign  Corrupt  Practices  Act  (although  it  must  be  noted  that 
Veolia  and  Suez  insist  they  maintain  the  highest  ethical  stan- 
dards). Beginning  in  the  1970s  European  governments  lent  China 
money,  requiring  Beijing  to  use  it  to  hire  European  pollution- 
remediation  companies.  One  of  the  first  to  take  advantage  of  this 
was  Suez.  By  1992  Veolia  made  its  first  Asian  contact  by  setting  up 
a  waste-to-energy  plant  in  Macau,  but  for  years  Chinese  munici- 
palities expressed  little  interest  in  Western-style  pollution  control. 
"The  only  thing  they  had  in  mind  was  GDP,  GDP,  GDP,"  says  Jorge 
Mora,  Veolia's  point  man  in  China. 

But  by  the  end  of  the  decade  that  began  to  change,  Mora  says. 
With  relatively  transparent  contracts,  low  corruption  and  an 
apparent  willingness  to  accept  foreign  help,  Chinese  investment 
devoted  to  pollution  control  reached  $115  billion  between  1996 
and  2004.  Beginning  in  2000  Veolia  landed  contracts  in 
Guangzhou  and  along  the  coast;  it  now  handles  60%  of  the  waste 
in  Shanghai. 

In  the  1990s  Waste  Management  considered  teaming  up  with 
a  Japanese  outfit  to  set  up  a  plant  in  Taiwan.  But  the  executives 
soon  realized  there  was  little  guarantee  the  nation's  trash  would  be 
properly  collected.  "If  you  put  in  $200  million  to  $300  million  and 
you're  not  sure  the  waste  :s  going  to  get  there,  that's  a  risk  we're 


the  open;  the  plant  processes  at  only  10%  of  capacity. 

Still,  in  2000,  Veolia  invested  an  initial  $9  million  for  transfer 
stations  in  Chennai  and  a  workshop  to  service  garbage  trucks.  It 
introduced  Western  business  standards:  While  tradition  dictated 
that  only  workers  belonging  to  certain  castes  could  be  hired  for 
cleaning,  Veolia  opened  up  hiring  and  clothed  its  2,300  employees 
in  uniforms,  offering  training  in  customer  service  and  vaccina- 
tions every  six  months.  Its  entry  prompted  the  city  garbage 
authority  to  behave  more  like  a  private  contractor,  too.  It  reduced 
head  count  and  offered  incentives  to  reduce  absenteeism. 
Employees  were  allowed  to  segregate  recyclable  waste  and  sell  it 
on  their  own.  Now  employees  go  door-to-door  collecting  garbage, 
even  in  Chennai's  gang- ridden  slum. 

Veolia's  Chennai  workers  have  gone  on  strike  three  times  since 
2001.  Authorities  have  accused  the  company  of  inflating  its  bills; 
Veolia  disputed  it  and  countered  that  it  does  not  get  paid  on 
time — a  fact  that  has  diminished  its  enthusiasm  for  bidding  else- 
where. In  addition,  Veolia's  contract,  now  under  negotiation,  calls 
for  collection  only,  not  disposal.  So  rather  than  landfilling  the 
garbage,  it  dumps  1,200  tons  of  trash  a  day  into  a  100-acre-plus 
marshy  mess  that  adjoins  a  reservoir  of  drinking  water.  On  a 
recent  day  ragpickers,  including  children,  dug  through  piles  of 
trash,  hoping  to  find  something  salvageable  that  they  could  sell. 
Veolia  executives  insist  there  is  little  they  can  do  for  now.  "I  don't 
really  like  the  contract,"  says  Mora,  who  runs  the  Asian  operation. 
"Yes,  we  did  a  good  job  of  cleaning  up  the  garbage  and  cleaning 
the  city.  But  the  treatment  is  still  done  by  the  local  government, 
and  they  are  not  doing  it  properly."  F 
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Whether  you  operate  a  plane  or  a  company,  you  need  to  know  what's  true.  At  Rockwell  Collins, 
we  provide  information  that  helps  you  not  only  know  but  fully  understand  your  situation.  To 
ensure  things  go  smoothly.  Thanks  to  the  integrity  of  our  people  and  our  products.  Giving  you 
faith  in  knowledge.  Knowledge  you  can  trust. 

Rockwell. 
Collins 

www.rockwellcollins.com  Building  trust  every  day 


Ron  Sim  has  a  plan  to  lure  America 

furniture  by  buying  into  Brookstone. 
He's  still  working  out  the  kinks  By  loannis  Gatsiou 
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I  N  A  SOFTLY  LIGHTED  CORNER  OF 
I  the  office  of  OSIM  International 
I  founder  and  Chief  Executive  Ron 
I  Sim,  water  trickles  into  a  pool 
WK  recessed  in  the  floor,  and  three  huge 
leather  massage  chairs  are  lined  up  beside 
it.  Who  could  resist  such  a  spa-like  set- 
ting? So  each  day  Sim  takes  a  blissful 
plunge  into  one  of  his  chairs.  Now  if  he 
could  only  get  more  Americans  to  spring 
for  one  of  the  Singapore  retailers  $3,800 
behemoths,  which  come  complete  with  a 
built-in  CD  player  and  sensors  that  detect 
the  body's  27  main  acupressure  points.  . . . 

Last  October  OSIM  bought  54%  of 
Brookstone,  the  U.S.  retailer  of  gadgets 
and  gifts,  figuring  that  it  was  the  perfect 
vehicle  to  boost  sales  of  its  massage  chairs. 


"In  the  U.S.  the  penetration  of  massage  is 
less  than  1%  of  households,"  says  the  47- 
year-old  Sim,  a  sliver  of  a  smile  punctuat- 
ing his  round,  boyish  face  as  he  ponders 
the  vast  potential.  But  he  knows  that  tap- 
ping that  potential  won't  be  easy.  He  read- 
ily admits  that  in  the  U.S.  there  is  a  stigma 
attached  to  massage.  "People  look  at  it  as, 
'Am  I  sick?'  or  as  a  vice." 

So  far  Brookstone's  307  stores  in  big 
shopping  malls  and  airports  carry  only 
one  of  OSIM's  half-dozen  massage-chair 
models.  That's  the  OSIM  iSymphonic, 
which  synchronizes  a  massage  to  music, 
and  it  competes  with  Panasonic  models 
that  Brookstone  has  long  Rajsjng  the  bottom  |jne. 
carried.  OSIM  says  that  over   sjm  hopes  to  erase  the 


of  its  models,  which  start  at  $1,250. 
Meanwhile,  the  Brookstone  sales  clerks 
are  clearly  aware  of  the  new  majority 
ownership.  At  its  Rockefeller  Center  out- 
let one  recent  afternoon  a  salesman 
touted  the  advantages  of  the  OSIM  model 
over  the  Panasonic  versions. 

But  the  chronically  underperforming 
Brookstone  will  have  to  do  much  more 
than  move  massage  chairs  to  make  Sim 
happy.  The  O  in  OSIM  represents  the 
globe,  signifying  the  scope  of  Sim's  ambi- 
tions, and  the  Brookstone  acquisition  is  a 
key  to  reaching  his  goal.  Gimmicky  OSIM 
products — such  as  slimming  belts,  mas- 
sage equipment  and  other 
healthy-lifestyle  goods- 


time  it  will  introduce  more   massage  stigma  in  the  U.S.    would  find  a  network  of  new 
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outlets,  while  the  revamping  and  expan- 
sion of  Brookstone,  possibly  to  Asia  some- 
day, would  boost  OSIM's  bottom  line.  This 
all  must  happen  quickly  enough  so  that 
OSIM  can  repay  the  $60  million  it  bor- 
rowed for  the  deal  and  not  suffer  major 
indigestion  from  taking  over  a  company 
two-thirds  larger.  (Last  year  Brookstone 
had  roughly  $500  million  in  revenue, 
while  OSIM  garnered  $308  million.)  "We 
haven't  seen  many  Asian  companies  going 
into  the  U.S.,  buying  a  listed  company  and 
putting  it  under  their  arm,"  Sim  says.  But 
he  appears  undaunted.  "Everything  is 
structured.  The  game  plan  is  very  clear; 
the  goal  is  very  clear." 

Brookstone  is  a  seasonal  company. 
The  Merrimack,  N.H.  chain  has  a  habit 
of  losing  money  in  the  first  three  quar- 
ters but  more  than  making  it  back  at 
Christmastime.  Sim  became  all  too 
aware  of  this  pattern  in  the  first  quarter: 
Brookstone's  losses  helped  drag  down 
OSIM's  earnings  by  91%  over  the  same 
quarter  last  year.  (OSIM  flows  54%  of 
Brookstone's  results  into  its  own  bottom 
line.)  "We  acquired  Brookstone  not  for 
what  it  is,  but  for  what  we  can  do  with 
it,"  he  says.  This  is  "a  big  challenge,  no 
doubt  about  it.  Is  it  a  doable  challenge? 
Of  course  it's  doable." 

So  Sim  has  gone  to  work  shaking  up 
a  management  and  sales  force  that  have 
been  "laid-back"  and  "passive,"  he  says. 
"Now  every  day  is  Christmas  at  Brook- 
stone, every  day  is  an  opportunity  [to 
sell]."  He  wants  Brookstone  to  make 
money  each  quarter.  He  is  paying 
bonuses  to  salespeople  based  on  weekly 
sales  increases  and  to  store  managers 
based  on  monthly  profits.  Previously 
Brookstone  offered  only  annual  sales 
incentives. 

Sim  wasted  little  time  switching  chief 
executives.  The  former  chief,  Michael 
Anthony,  sang  the  praises  of  the  deal 
when  it  was  finalized  last  year  and  was 
part  of  the  management  group  that  put 
up  5%  of  the  $445  million  purchase  price 
(Singapore  state-owned  investment  com- 
pany Temasek  Holdings  and  Boston  pri- 
vate-equity group  J.W  Childs  Associates 
bought  the  other  41%).  But  a  press  release 
in  April  announcing  the  appointment  of 
a  new  chief,  Louis  Mancini,  said  Anthony 


left  to  "pursue  other  interests."  Anthony 
declined  to  comment.  Mancini  had  been 
chief  of  a  chain  of  discount  auto  stores 
headquartered  in  Michigan,  but  until  the 
end  of  2004  he  ran  GNC,  a  nutritional- 
supplement  retailer.  In  2003  OSIM  bought 
almost  a  third  of  Global  Active  Ltd., 
which  owns  139  GNC  stores  in  Asia.  (It 
now  owns  81%.)  "He's  very  operational, 
very  people-,  sales-,  marketing-focused," 
Sim  says  of  Mancini.  "He's  not  a  CEO  that 
sticks  in  a  silver  tower." 


massage  chair. 


Sim's  changes  show  signs  of  paying 
off.  Brookstone's  same-store  sales  grew 
1%  in  the  second  quarter,  compared  with 
the  same  quarter  last  year,  after  five  quar- 
ters of  lower  sales.  But  the  press  release 
accompanying  this  news  makes  it  clear: 
"Brookstone's  quarterly  results  will  con- 
tinue to  be  volatile." 

Back  home  in  Asia  OSIM  still  looks 
all  but  invincible.  Listed  in  2000,  it  has 
reported  six  years  of  higher  revenue  and 
profits.  It  has  581  OSIM  stores  in  Asia 
and  33  scattered  elsewhere  around  the 
globe,  from  South  Africa  to  Dubai,  plus 
the  GNC  stores,  which  are  mostly  in  Sin- 
gapore, Malaysia  and  Australia.  In  the 
first  half  of  the  year  this  part  of  the  busi- 
ness turned  in  a  $24.4  million  profit,  a 


 OSIM 

110%  jump  over  the  first  half  of  2005, 
on  sales  that  rose  53%  to  $211  million. 
Sim  plans  to  add  100  OSIM  stores 
this  year. 

Sim  displayed  his  entrepreneurial 
skills  by  the  age  of  9,  earning  50  cents  a 
day  selling  noodles  on  the  street  after 
school.  In  1979,  still  only  20,  he  used 
$1,000  to  start  a  company  that  sold  knife 
sharpeners  and  other  household  goods. 
In  the  mid-1980s  a  recession  hit  Singa- 
pore and  drove  Sim  to  near  bankruptcy. 
He  doubled  down  in  1986  by  opening 
his  first  shop  overseas,  in  the  giant  Sogo 
store  in  Hong  Kong's  Causeway  Bay 
shopping  mecca,  and  extending  his 
product  line  to  include  electronic  mas- 
sage equipment.  Today  he  owns  52.4% 
of  OSIM,  giving  him  a  net  worth  of 
$255  million. 

The  stakes  with  Brookstone  are  high. 
OSIM's  debt  must  be  paid  off  in  five 
years.  Chief  Financial  Officer  Peter  Lee 
says  the  company  is  on  target  to  do  that; 
it  made  a  $6  million  payment  in 
March  and  plans  to  make  another  in 
September. 

This  has  not  erased  investor  worries, 
though.  Nitin  Pangarkar,  a  specialist  on 
mergers  and  acquisitions  at  the  National 
University  of  Singapore,  says  OSIM  needs 
lots  of  efficiencies  to  justify  the  29%  pre- 
mium on  Brookstone's  share  price  that 
it  paid,  and  so  far  he  sees  few  signs  of 
this.  He  says  that  while  three  OSIM-made 
products  are  now  among  the  top  sellers 
at  Brookstone  stores— the  iSymphonic 
massage  chair;  the  iSqueeze,  a  foot-and- 
calf  massager;  and  uZap,  an  oscillating 
massage  belt— they  account  for  less  than 
5%  of  Brookstone's  sales,  according  to  a 
July  27  report  by  OCBC  Investment 
Research,  an  arm  of  Oversea-Chinese 
Banking  Corp.  And  because  OSIM  isn't 
a  strong  brand  name  in  the  U.S.,  boost- 
ing sales  further  will  take  time. 

Sim  is  counting  on  a  rising  acceptance 
of  massage  in  North  America.  "Because 
people,  in  reality,  enjoy  massage.  You  just 
have  to  find  the  right  ambience,  the  right 
environment,  the  right  massage  in  the 
right  place."  And,  Sim  figures,  the  right 
OSIM  chair.  F 

Additional  reporting  by  Chaniga  Vorasarun. 
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The  best  service  anticipates  your  needs.  To  give  you  an  extra  hour  of  sleep  in  business  class,  we  welcome  you  wit 
gourmet  meals  before  you  fly!  It's  part  of  The  Sleeper  Service;''  allowing  you  to  go  straight  to  sleep  in  our  more  comfortabl 
v  flat  beds  right  after  takeoff.  Our  goal  is  simple:  to  deliver  the  best  service  you  could  ask  for,  without  you  having  to  ask.  Whethe 
you're  enjoys  ght' champagne,  or  more  flights  when  you  need  them,  we  think  you'll  find  our  business  class  like  no  othe 
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Freauent-Travel  Plans 


Hotel  frequent-guest  programs  are 
emerging  as  the  loyalty  plans  of  choice 
for  business  travelers.  That's  because 
frequent-guest  plans  are  richer, 
more  flexible  to  use  and  offer  a  wider, 
easier-to-claim  range  of  awards. 


When  Steve  Sickel  joined  InterCon^JPitaT  Hotels  five  years  ago,  about  on^thira'or~cne  flUfe^Bers  of 
InterContinentaPs  Priority  Club  Rewards  plan  chose  to  accrue  airline  frequent-flyer  miles  rather  than  Priority 
Club  points. 

Today,  Sickel  says,  just  10%  of  the  members  still  choose  frequent-flyer  miles  over  Priority  Club  Rewards  points,  which 
hey  can  exchange  for  free  hotel  nights,  brand-name  merchandise,  a  wide  range  of  retail,  dining  and  travel 
'certifications  and  many  other  items. 

"And  it's  not  as  though  we've  been  marketing  against  frequent-flyer  programs,"  says  Sickel,  InterContinentaPs  senior 
tvice  president  of  multibrand  and  relationship  marketing.  "I  just  think  travelers  now  recognize  the  superior  value  of 
frequent-guest  programs  like  Priority  Club." 

It's  also  clear  that  business  travelers  have  realized  one  other  thing:  the  real-life  value  of  airline  frequent-flyer  programs 
has  eroded  dramatically  in  recent  years  because  the  pool  of  available  free  seats  has  shrunken  dramatically.  As  a  group,  the 
nation's  six  largest  "full  service"  airlines  are  about  20%  smaller  than  they  were  just  five  years  ago,  and  they  are  filling 
more  than  80%  of  their  remaining  inventory  of  seats,  15%  more  than  in  mid-2001.  That  leaves  precious  few 
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Reaching  New  Heights  (Again) 

Boston's  first  skyscraper,  a  14-story  Art 
Deco  gem  from  1928,  is  reaching  new 
heights  again.  The  striking,  multitoned 
brick  edifice  at  89  Broad  Street  has  just 
reopened  as  the  lavish  Hilton  Boston 
Financial  District.  The  hotel  offers  295 
guest  rooms  and  67  suites  furnished  with 
Hilton's  Serenity  Bed,  down  duvets  and 
high-quality  linens  and  pillows.  The  property 
also  features  wired  high-speed  Internet  in 
the  rooms,  Wi-Fi  in  the  public  areas  and  a 
state-of-the-art  business  center. 

Catch  Your  Flight  and  Eat  It,  Too 

Boston's  Logan  Airport  now  boasts  no 
fewer  than  48  places  to  eat  and  drink. 
Besides  several  outlets  of  Legal  Sea  Food, 
the  seafood  chain  that  reigns  supreme  in 
Beantown,  travelers  can  imbibe  at  the 
Sam  Adams  Boston  Brewhouse,  chow 
down  on  lobster  or  corn  dogs  at  the  Logan 
branch  of  Jasper  White's  Summer  Shack 
or  sample  the  creations  of  the  big-name 
New  England  chefs  at  the  Dine  Boston 
Cafe.  There's  a  full  roster  of  familiar  fast- 
food  joints,  coffeehouses  and  cocktail 
lounges,  too. 

Sox  Rule 

As  always,  the  Boston  Red  Sox  are  in  the 
hunt  for  the  playoffs,  and  there  are  16 
home  games  scheduled  for  Fenway  Park 
during  September.  And,  surprise,  there 
were  still  tickets  available  at  press  time  for 
all  16  games.  If  you've  always  wanted  to 
pay  a  visit  to  the  capital  of  Red  Sox  nation, 
surf  to  redsox.com/tickets. 
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frequent-flyer  awards,  which 
are  capacity  controlled  at 
levels  that  the  major  carriers 
refuse  to  disclose. 

"You  can  never  claim 
the  seat  you  want  when 
you  want  it  anymore, 
at  least  not  at  the  [restrict- 
ed] levels  that  the  air- 
lines advertise,"  complains 
Thomas  Bell,  who  holds 


been  marketing  against 
frequent-flyer  programs. 
I  just  think  travelers  now 
recognize  the  superior 
value  of  frequent-guest 
programs  like  Priority  Club.9 

STEVE  SICKEL 

Senior  Vice  President  of  Multibrand 
and  Relationship  Marketing 
Intercontinental 


elite  status  in  three  of  the 

six  largest  U.S.  airlines.  "I  appreciate  the  elite  perks,  but  if  I  can't  get  fre 
seats  in  exchange  for  my  loyalty,  I  don't  find  the  frequent-flyer  program 
particularly  compelling." 

Not  so  the  frequent-stay  programs  sponsored  by  the  major  hotel  group 
such  as  Starwood,  Hyatt,  Hilton  and  Intercontinental.  They  offer  excellen 
"earning"  propositions  with  generous  point  accrual  for  each  stay.  They  deliv 
er  quick  ways  to  elite  status,  which  give  frequent  travelers  valuable  perk 
whenever  they  visit  one  of  the  group's  hotels  around  the  world.  And,  mos 
of  all,  they  do  a  better  job  of  fulfilling  their  members'  desire  to  claim  awards 

"Our  advantage  is  that  we  don't  define  anyone  as  strictly  a  busines 
traveler  or  strictly  a  leisure  traveler  anymore,"  explains  Adam  Burke,  senio 
vice  president  and  managing  director  of  Hilton  HHonors®  Worldwide 
"We're  a  loyalty  program  and  we're  big  enough  and  flexible  enough  tc 
treat  each  guest  the  way  he  or  she  wants  to  be  treated.  Travelers  appreciati 
the  way  we  allow  them  to  customize  the  program  to  meet  their  needs.' 

Unlike  the  airlines,  which  generally  run  one-size-fits-all  programs,  thi 
major  hotel  groups  have  worked  hard  to  allow  travelers  to  tailor  the  plan 
to  their  individual  needs.  Hotel  frequent-guest  programs  are  a  buffet  o 
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See  double 
wherever  you  go. 

Earn  double  points  or 
double  miles  today. 


Now  you'll  earn  double  points  or  double  miles  with  each  qualifying  stay,  starting  with  your  second 
stay  at  any  of  our  more  than  3,600  properties  worldwide,  September  12-December  15,  2006. 
At  Staybridge  Suites®  and  Candlewood  Suites®  hotels,  you'll  earn  double  with  your  first  qualifying 
stay.  Now  you  really  can  see  double  wherever  you  go.  It's  your  world  —  enjoy. 

To  register  or  join,  visit  priorityclub.com/double.  Or  call  1-888-560-5660  and  enter  promotion 
code  4357  when  prompted. 

VOTED  #1 


PROGRAM 
OF  THE  YEAR 

FREDDIE  AWARDS 


PRIORITY 

REWARDS 

It's  easier. 
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The  Priority  Club-  Rewards  Family  of  Brands 
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EXPRESS? 

f)ust  register  member  number  in  advance.  To  register  or  to  obtain  a  list  of  participating  airlines,  complete  offer  details  and  Priority  Club*  terms  and  conditions,  visit  www.priorltyclub.com/double  or  call  1-888-21 1-9874. 
jj)  2006  Intercontinental  Hotels  Group.  All  rights  reserved.  Most  hotels  are  independently  owned  and/or  operated. 
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MORE,  MORE,  MORE  ... 

British  Airways  bulks  up  its  London 
schedule  this  fall  by  adding  an  early  morn- 
ing departure  from  New  York's  Kennedy 
Airport  and  nonstop  flights  from  Calgary, 
Alberta.  The  8  a.m.  departure  from  JFK 
arrives  at  London's  Heathrow  Airport  at 
7:45  p.m.  and  will  allow  travelers  to  get  a 
full  night's  sleep  before  tackling  business 
the  next  morning.  The  Calgary  flight  to 
Heathrow  will  operate  five  times  weekly. 
Both  new  services  begin  on  December  1. 

DINNER  WITH  THE  MARQUESS 

An  unspoiled  Victorian  building  in 
London's  trendy  Islington  neighborhood 
has  gone  "gastro  pub."  A  popular  water- 
ing hole  with  a  historic  horseshoe  bar,  the 
Marquess  Tavern  added  fine  dining  this 
summer  in  a  carefully  renovated  space 
that  once  housed  the  pub's  gaming  room. 
The  acclaimed  menu  features  huge  por- 
tions of  meats  and  games  and  interesting 
interpretations  of  1940s-era  English 
comfort  food.  The  Marquess  Tavern  is 
located  at  32  Canonbury  Street. 

SHOP  'TIL  YOU  ...  FLY 

With  four  terminals  and  a  fifth  on  the 
way,  sprawling  Heathrow  Airport  is  also  a 
shopper's  paradise  —  so  much  so  that 
"personal  shopping  consultants"  in  dis- 
tinctive green  uniforms  offer  impartial 
free  advice  on  special  offers,  duty-free 
allowances  and  gift  ideas.  You  can  even 
schedule  an  appointment  with  a 
Heathrow  personal  shopper  by  calling 
0870-850-2825  in  the  U.K.  or  011-44- 
121-410-5105  fnm  the  U.S. 
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choices.  You  can  choose  your  currency  (airline  miles  or  hotel  points)  an 
choose,  often  on  a  stay-by-stay  basis,  which  currency  you  prefer.  (Hiltc 
HHonors  even  has  its  famous  Double  Dip®,  which  allows  business  trave 
ers  to  choose  both  miles  and  points  for  each  stay.)  You  can  choose  yoi 
own  on-property  benefits  when  you  reach  elite  level  and  you  can  eve 
choose  how  you  reach  elite  level.  You  also  have  a  choice  of  a  rewards,  be 
hotel  nights  or  merchandise  and  services.  (Priority  Club  Rewards  even  h; 
an  award  that  allows  members  to  claim  free  nights  at  any  hotel  in  the  worl 
even  if  the  property  doesn't  participate  in  Priority  Club.) 

At  the  most  basic  level,  however,  the  advantage  of  hotel  programs  ov< 
frequent-flyer  programs  is  the  choice  each  hotel  plan  permits  in  accommt 
dations.  The  major  airlines  generally  run  two-  or  three-class  operation 
and  that  reality  constrains  their  frequency  plans.  The  hotel  chain 
however,  have  grown  to  thousands  of  locations  worldwide  with  a  wic 
array  of  hotel  lodging  concepts. 

Hilton  HHonors  members,  for  example,  can  stay  in,  accrue  poin 
at  and  claim  awards  for  luxury  hotels  (Conrad  or  Waldorf=Astori 
Collection);  full-service  properties  (Hilton  and  Doubletree);  all-suite 
(Embassy  Suites)  and  extended-stays  (Homewood  Suites  by  Hilton);  an 
several  brands  that  offer  focused  services  (Hilton  Garden  Inn  and  Hamf 
ton  Inn).  Priority  Club  Rewards  encompasses  the  Intercontinental  hote 
and  resorts  worldwide;  the  full-service  Holiday  Inn  and  Crowne  Plaz 
hotels;  the  focused-service  Holiday  Inn  Express  brand;  two  all-suite  branc 
(Staybridge  and  Candlewood);  and  the  new  boutique-style  Hotel  Indigc 

"A  business  traveler  may  accrue  points  at  a  Hilton  or  a  Doubletre 
when  traveling  on  business,  but  then  use  his  or  her  points  for  free  sta) 
at  a  Homewood  or  Hampton  for  a  family  vacation,"  says  Burke  c 
Hilton  HHonors.  "That's  very  attractive." 

Or,  as  Sickel  of  Priority  Club  Rewards  explains,  "Not  only  do  we  ha\ 
a  lot  of  dots  on  the  map,  we  have  a  lot 
of  dots  in  a  lot  of  price  points  and  a  lot  of 


lodging  concepts." 
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www.intereontinental.con 


Wl  II II 


Hilton 


It's  hospitable 
to  Double  Dip 
after  all. 

When  you  are  a  Hilton  HHonors  member,  traveling  for 
business  is  actually  a  pleasure.  As  your  HHonors  Points 
add  up,  you  can  choose  how  you  use  them.  Stay  at  more 
than  2,800  participating  Hilton  Family  hotels  to  earn 
points.  Or  you  can  Double  Dip  for  a  little  of  both: 
HHonors  Points  and  HHonors  Points,  HHonors  Points 
and  Fixed  Miles,  or  HHonors  Points  and  Variable  Miles. 
Visit  hiltonhhonors.com/myway,  select  your  preference 
in  your  membership  profile  and  pack  your  bags. 
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Another  reason  to  consider  T.  Rowe  Price 


Five  funds  on 
MONEY®  magazine's 
"65  Best"  list. 

FiveT.  Rowe  Price  mutual  funds  were  recently  included  on  MONEY  magazine's  list  of  the  "world's  best  mutual  funds."*  MONEY 
made  its  selections  based  on  consistent  investment  approach,  low  expenses,  and  a  history  of  management  integrity.  MONEY 
said  these  "low-cost,  well-managed  funds"  can  be  "the  ideal  foundation  of  a  well-diversified  portfolio." 

At  T.  Rowe  Price,  we  apply  the  same  disciplined  investment  approach  to  every  fund  we  manage.  And  we  keep  costs  low — 
offering  funds  with  no  loads,  commissions,  or  sales  charges,  and  expense  ratios  below  their  Lipper  averages  so  your  investment 
in  a  T.  Rowe  Price  mutual  fund  goes  even  further. 

T.  Rowe  Price  has  more  actively  managed  equity  funds  on  the  MONEY  list  than  any  other  firm.  To  find  out  which  of  these  funds 
may  be  right  for  you,  call  our  Investment  Guidance  Specialists  or  visit  our  Web  site.  And  discover  why  more  and  more  investors 
are  choosing  low-cost  T.  Rowe  Price  funds. 


Choose  from  90  no-load  funds  including 

five  on  the  MONEY  65® 

"Best": 

As  of  6/30/06 

1  Year 

5  Year 

10  Year 

Blue  Chip  Growth  Fund  (TRBCX) 

Invests  in  large  and  medium-sized  blue  chip  companies. 

6.51% 

1.46% 

7.83% 

Equity  Income  Fund  (PRFDX) 

Invests  mostly  in  dividend-producing  stocks. 

9.85% 

6.39% 

9.94% 

International  Discovery  Fund1  (PRIDX) 

Invests  primarily  in  small  to  mid-size,  rapidly 
growing,  non-US.  companies. 

37.1 5% 

1  5.67% 

1 4.44% 

New  Era  Fund2  (PRNEX) 

Invests  primarily  in  natural  resource  companies. 

33.59% 

18.52% 

14.16% 

New  Horizons  Fund3  (PRNHX) 

Invests  in  smaller,  fast-growing  companies. 

10.36% 

7.48% 

8.44% 

Current  performance  may  be  lower  or  higher  than  the  quoted  past  performance,  which  cannot  guarantee  future 
results.  Share  price,  principal  value,  and  return  will  vary,  and  you  may  have  again  or  loss  when  you  sell  your  shares.  To 
obtain  the  most  recent  month-end  performance,  please  call  us  or  visit  our  Web  site.  The  performance  information 
shown  does  not  reflect  the  deduction  of  a  2%  redemption  fee  on  shares  held  for  three  months  or  less.  If  it  did,  the 
performance  would  be  lower.  'Factors  such  as  natural  disasters,  market  illiquidity,  or  political  instability  in 
commodity-rich  nations  can  have  a  negative  impact  on  the  fund.  3Stocks  of  small  companies  are  subject  to  more 
abrupt  or  erratic  price  movements  than  larger-company  stocks.  Request  a  prospectus  or  a  briefer  profile;  each 
includes  investment  objectives,  risks,  fees,  expenses,  and  other  information  that  you  should  read  and  consider  carefully 
before  investing.  All  mutual  funds  are  subject  to  market  risk,  including  possible  loss  of  principal.  International 
investing  has  special  risks,  including  currency  fluctuations. 
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Average  annual  total  return  figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain  distributions,  'Source:  MONEY  magazine.  Die  funds  on  the  MONEY  65*  were  carefully  selected 
using  the  collective  experience  and  knowledge  of  the  staff  of  MONEY  magazine.  Some  of  the  criteria  included  consistent  investment  approach,  low  expenses,  and  a  history  of  integrity  on  the  part  of  the 
management.  The  ending  date  for  performance  was  12/15/05,  The  publication  date  of  the  MONEY  article  was  3/06,  MONEY  and  MONEY  65  are  registered  trademarks  of  Time  Inc.  Used  with  permission 
T,  Rowe  Price  Investment  Services.  Inc.,  Distributor 
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ETF-O-Mania 


They're  red-hot  these  days  because  folks  assume  they  are  cheaper  than 
funds.  That's  not  always  true.  And  some  of  the  things  ETFs  track  are 
getting  a  bit  loopy.  Here's  what  to  watch  out  for. 

By  Michael  Maiello  and  Megan  Johnston 


THIS  IS  THE  DAY  OF  EXCHANGE- 
traded  funds.  ETFs,  baskets  of 
stocks  held  in  a  fixed  propor- 
tion, have  three  things  going  for 
them.  They  have  low  expense 
ratios,  generally  much  lower  than 
expenses  on  comparable  open-end 
mutual  funds.  They  are  tax-efficient, 
minimizing  capital  gain  distributions  to 
holders.  And  they  are  very,  very  liquid. 
ETFs  are  traded  as  stocks,  just  like  old- 
fashioned  closed-end  funds,  but — unlike 
those  closed-ends — can  be  counted  on  to 


trade  at  prices  very  close  to  their  net  asset 
values.  ETFs  can  be  bought  and  sold 
around  the  clock  with  a  mouse  click. 
Traders  can  place  stop  and  limit  orders  on 
these  securities,  and  even  can  short  them. 
Not  so  with  funds. 

Small  wonder  that  assets  in  ETFs, 
which  began  in  1993  as  a  curiosity,  have 
grown  wildly.  In  the  12  months  ending  in 
June  their  assets  shot  up  38%  to  $335  bil- 
lion, according  to  the  Investment  Com- 
pany Institute.  Funds,  at  this  point  with 
much  more  assets  ($9.3  trillion),  are 


barely  growing  in  net  new  entrants.  This 
year  through  July  2006  investment 
firms — some  of  them  fund  companies  like 
Vanguard — have  launched  56  new  ETF 
issues.  That's  slightly  more  than  debuted 
in  all  of  2005. 

But  hold  on.  ETFs'  cost  advantage  isn't 
so  clear-cut.  In  a  number  of  cases,  you'd  be 
better  off  sticking  to  plain  old  mutual 
funds.  Yes,  the  average  ETF  costs  just 
0.38%  of  assets  yearly,  versus  0.54%  for 
index  mutual  funds  and  1.12%  for  actively 
managed  mutual  funds,  reckons  Financial 
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Research  Corp.  As  with  stocks,  however, 
buying  ETFs  means  paying  broker  com- 
missions that  can  range  between  $10  and 
$50  per  trade.  The  amount  depends  on 
the  size  of  the  trade,  assets  invested  and 
whether  one  uses  a  discount  or  full-serv- 
ice broker.  When  buying  a  fund,  unless 
you're  foolish  enough  to  pay  a  sales  load, 
the  entry  charge  is  zero. 

That's  not  all.  Like  other  stocks,  ETFs 
have  bid-ask  spreads.  You'll  get  nicked  a 
little  there  if  you  go  in  and  out. 

So  if  you  want  to  be  in  ETFs,  the  best 
strategy  is  to  buy  good  ones  in  one  lump 
sum  and  then  hold.  And  as  with  anything 
else  in  investing,  make  sure  that  you  are 
getting  the  cheapest  ones  possible,  since 
fees  over  time  will  erode  your  returns.  We 
have  collected  lists  of  some  of  the  cheapest 
ETFs  (see  table,  p.  146). 

To  offset  the  commission  charge,  an 
ETF  owner  must  wait  a  long  time,  says 
Wilfred  L.  Dellva,  an  associate  professor  of 
finance  at  Villanova  University.  His  study 
found  that  an  online  investor  (whose  trad- 
ing fees  usually  are  the  cheapest)  with 
$10,000  to  invest  must  hold  the  ETF  into 
the  sixth  year,  and  an  investor  using  a  full- 
service  brokerage  must  hold  the  ETF  for 


nine  years  to  achieve  any  cost  advantages 
over  buying  a  no-load  index  mutual  fund. 

For  $50,000  and  $100,000  online 
investments,  where  trading  commissions 
are  a  smaller  percentage,  the  ETFs'  lower- 
cost  advantage  kicks  in  sooner  for  two 
popular  issues  that  track  the  S&P  500: 
during  the  second  year  for  the  Spider,  the 
third  for  the  iShares  S&P  500.  Using  a  bro- 
ker-assisted trade,  it  still  takes  a  little 
longer  than  three  years  for  the  ETF  to 
come  out  ahead. 

Woe  betide  an  ETF  investor  who  wants 
to  invest  a  little  every  month.  That's  easy 
with  funds,  but  a  killer  for  stocks,  even 
with  a  discount  broker. 

ETF  owners  seem  to  have  the  upper 
hand  when  it  comes  to  the  capital  gains 
surprise.  That's  the  year-end  gut  punch 
that  investors  too  often  get  from  mutual 
funds,  when  a  fund  manager  sells  posi- 
tions to  get  money  for  a  better  opportu- 
nity or  simply  to  meet  investor  redemp- 
tions. Remaining  fund  holders  get  slapped 
with  the  cap  gains  tax  from  the  sale.  An 
ETF  tends  to  be  a  low-turnover  portfolio 
that  tracks  broad,  well-known  indexes  like 
the  S&P,  the  Wilshire  5000  or  the  Dow 
Jones  industrial  average.  ETF  managers 


don't  have  to  cash  out  investors  (who  sim- 
ply sell  their  ETFs  in  the  market)  and  thus 
aren't  selling  appreciated  positions  in 
order  to  raise  cash.  So,  presumably,  ETFs 
don't  have  much  in  the  way  of  capital  gain 
distributions. 

Yet  ETF  owners  aren't  totally  exempt 
from  a  nasty  cap  gains  surprise.  Even 
indexes  occasionally  need  to  be  rebal- 
anced, as  when  companies  get  bought  for 
cash  and  ETF  managers  need  to  sell 
underlying  stocks,  leading  to  cap  gains  for 
investors. 

Some  indexes  are  less  static  than  oth- 
ers. Small- cap  indexes  have  a  built-in  out- 
migration  as  member  stocks'  market  caps 
grow  too  large  to  be  kept.  Sponsor  State 
Street's  StreetTracks  Dow  Jones  Wilshire 
Small-Cap  Value  ETF  was  in  the  uncom- 
fortable position  of  selling  half  its  portfo- 
lio per  year.  State  Street  moved  to  mitigate 
the  problem  in  2005  by  shifting  the  ETFs 
benchmark  from  the  Dow  Jones  small-cap 
index  to  a  less  turnover-prone  one,  the 
broad-market  Dow  Jones  Wilshire  5000. 
Now  turnover  is  33%. 

Meanwhile,  in  an  effort  to  chase  what's 
hot  (or  at  least  exotic),  money  managers 
are  latching  onto  ever- narrower  bench- 
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marks,  or  even  creating  novel  bogeys 
whose  worth  has  yet  to  be  proven.  In  2006 
Rydex  has  introduced  a  line  of  currency 
ETFs,  and  WisdomTree  has  decided  that 
indexes  should  be  weighted  by  dividend 
payouts  rather  than  market  capitalization. 
New  gold-mining  and  oil  ETFs  are  loose 
on  the  land.  You  now  can  buy  one  dedi- 
cated solely  to  clean  energy. 

A  special  index  developed  by  the 
American  Stock  Exchange,  the  spawning 
ground  for  ETFs,  makes  you  question 
whether  you're  in  an  index  to  begin  with. 
The  Amex  calls  this  creature  the  Intel- 
lidex,  which  screens  for  companies,  using 
25  factors  ranging  from  growth  rates  to 
valuations.  And  they  change  the  lineup 
quarterly.  Since  the  exchange  keeps  the 
innards  of  its  system  under  a  proprietary 
cloak,  you  have  to  trust  them.  The  Power- 
Shares  Dynamic  Market  ETF,  tracking  the 
Intellidex,  first  came  to  market  in  2003. 

Here  are  some  things  to  watch  out  for 
in  various  corners  of  the  wonderful  world 
of  ETFs: 

Equity  Indexing 

The  Spider  is  currently  the  largest  ETF  in 
the  U.S.,  with  $56  billion.  But  Gary 
Gastineau,  cofounder  of  Managed  ETFs, 
a  company  that  is  developing  actively 
managed  ETFs,  found  that  those  tracking 
the  S&P  500,  as  well  as  another  popular 
index,  the  Russell  2000,  underperformed 
their  conventional  mutual  fund  counter- 
parts over  the  past  ten  years.  The  Spider 
fell  short  by  a  cumulative  1.2  percentage 
points  during  that  time.  A  study  by 
Edwin  J.  Elton,  Martin  J.  Gruber  and  Kai 
Li  of  New  York  University  and  George 
Comer  of  Georgetown  University  came 
to  a  similar  conclusion.  Why  the  short- 
fall? Gastineau  thinks  index  fund  man- 
agers are  more  adept  at  rebalancing  than 
ETF  managers. 

Another  problem  with  the  Spider:  As 
the  first  ETF,  it  had  to  appease  a  wary  SEC 
by  organizing  as  something  familiar — a 
unit  investment  trust,  where  dividends 
are  paid  out  to  investors.  That  brings  a 
drag  on  performance,  as  the  Spider  can't 
reinvest  the  dividends  the  way  index 
mutual  funds  can. 

In  the  past  12  months  assets  of  global 
ETFs  have  nearly  doubled  to  $83  billion, 
and  they  are  a  compelling  alternative  to 


closed-end  country-specific  funds.  Accord- 
ing to  Morningstar,  an  international  ETF 
will  be  cheaper  than  a  closed-end  fund  just 
about  every  time,  as  these  ETFs  have  an 
average  expense  ratio  of  0.43%,  while 
closed-ends  charge  an  average  1.3%. 
Consider  the  excellent  closed-end  Spain 
Fund  with  its  16%  five-year  return  that's 
five  points  better  than  the  MSCI  EAFE.  The 
fund  charges  a  1.65%  expense  ratio.  The 
ETF  version,  iShares  MSCI  Spain  Index,  has 
a  16%  return  over  five  years  but  lower 
expenses:  0.59%. 

Sometimes,  though,  open-end  mutual 
funds  do  better  than  ETFs,  particularly  for 
regional  or  worldwide  benchmarks.  The 
iShares  MSCI  EAFE  Index  charges  0.36%, 


which  is  a  good  deal,  but  the  fund  alterna- 
tive, the  Fidelity  Spartan  International 
Index,  charges  0.10%  without  a  vexing 
brokerage  fee. 

Commodities  and  Currencies 

Of  the  eight  ETFs  that  track  commodities, 
five  of  them  have  launched  this  year, 
which  is  to  be  expected,  given  the  recent 
exuberance  over  inflation  hedges  like  gold 
and  oil.  Some  of  them  are  not  for  the  faint 
of  heart.  The  iShares  Silver  Trust  reached 
its  peak  of  $148  in  mid-May,  two  weeks 
after  launching.  A  month  later  the  ETF 
had  lost  54%  of  its  value,  and  now  it  is 
hovering  around  $120. 

Two  gold  ETFs  have  been  very  success- 
ful. The  larger  one,  the  StreetTracks  Gold 
Trust,  has  $7.7  billion  in  assets  as  of  the 
end  of  luly;  $2.4  billion  of  new  money  has 
come  in  so  far  this  year.  The  gold  ETFs 
hold  physical  bullion,  and  the  shares 
reflect  the  price  of  gold  less  trust  expenses. 
Annual  costs  for  both  are  0.4%,  not 
including  commission  charges.  The  other 
option  is  to  constantly  roll  futures  con- 
tracts at  a  brokerage.  Do-it-yourself  is  a 
risky  undertaking  in  the  commodities  pits 
for  amateurs. 

In  terms  of  tax  treatment,  gains  on  this 
ETF  are  taxed  only  when  you  exit,  but  the 


shares  are  considered  'collectibles,"  hence 
they  are  taxed  at  a  maximum  rate  of  28% 
rather  than  the  15%  long-term  cap  gains 
rate  if  held  over  one  year.  Gains  on  futures 
are  taxed  yearly,  whether  you  sell  or  not, 
and  are  considered  40%  short  term  (that 
is,  taxed  at  ordinary  income  rates). 

Two  ETFs  invest  in  a  broad  basket  of 
commodities  futures,  the  PowerShares  DB 
Commodity  Index  Tracking  fund  and  the 
iShares  GSCI  Commodity-Indexed  Trust. 
Neither  fund  has  an  extensive  track 
record.  The  PowerShares  ETF,  which  is 
the  elder  of  the  two,  began  life  in  Febru- 
ary; investors  will  pay  up  to  1.45%  in  fees 
per  year.  A  cheaper  mutual  fund  option 
exists  in  this  category,  the  Pimco  Com- 


modity Real  Return  bond  fund,  which 
costs  1.24%. 

In  June  a  new  option  arose  for  com- 
modities-seeking investors:  exchange- 
traded  notes,  launched  by  Barclays, 
branded  under  the  iPath  name.  ETNs  are 
debt  securities  that  track  indexes  and 
trade  all  day  on  an  exchange.  Two  ETNs, 
the  iPath  GSCI  Total  Return  Index  and  the 
iPath  Dow  Jones-AIG  Commodity  Index 
Total  Return,  offer  exposure  to  broad 
commodities  benchmarks.  A  third,  the 
iPath  Goldman  Sachs  Crude  Oil  Total 
Return  Index,  follows  the  price  of  West 
Texas  crude  oil  futures  contracts. 

The  ETNs  carry  annual  expenses  of 
0.75%,  but  because  they  are  so  new,  their  tax 
implications  are  unclear.  While  Barclays 
says  that  ETNs  should  be  subject  to  normal 
capital  gains  rules,  others  are  skeptical.  "If 
you've  got  futures  involved,  at  the  end  of  the 
year  somebody  is  going  to  pay  the  taxes,  and 
it's  not  going  to  be  the  provider,"  says 
Thomas  Lydon,  president  of  Global  Trends 
Investments  in  Newport  Beach,  Calif,  and  ed- 
itor of  the  ETF  Trends  newsletter. 

Earlier  this  year  Rydex  launched  six 
new  currency  funds  to  complement  its 
Euro  Currency  Shares  ETF.  With  the 
Rydex  products  you  can  track  any  of  six 


Best  strategy:  Buy  an  ETF  in  one 
lump  sum  and  hold  it.  That  avoids 
death  by  broker's  commissions. 
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How  Vanguard"  Target  Retirement  Funds  are  a 
simpler  way  to  compose  a  diversified  portfolio  that  helps 
keep  your  investments  in  tune  with  your  goals 


See  and  hear  how  much  simpler  investing  can  be  at 
vanguard.com/sonata 


Connect  with  us*  >  888  499  9785 


Vanguard 


Call  for  a  prospectus,  which  includes  investment  objectives,  risks,  charges,  expenses,  and  other  information. 
Read  and  consider  it  carefully  before  investing.  Target  Retirement  Funds  are  subject  to  the  risks  associated 
with  their  underlying  funds.  Diversification  does  not  ensure  a  profit  or  protect  against  a  loss  in  a  declining  market. 

©2006  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor. 
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currencies  from  the  British  pound  to  the 
Mexican  peso.  They  cost  0.4%  a  year.  Buy- 
ing these  ETFs  is  akin  to  going  long  on  that 
currency  and  shorting  the  dollar. 

The  same  effect  can  be  achieved,  per- 
haps more  cheaply,  by  simply  opening  a 
bank  account  in  a  foreign  currency,  which 
is  easy  enough  to  do  online.  Given  that 
even  Alan  Greenspan  has  remarked  that 
betting  on  currency  directions  is  like  gam- 
bling and  that  most  international  fund 
managers  don't  spend  time  or  money 
hedging  their  currency  exposure,  these 
products  might  be  tempting,  but  useless, 
to  the  average  investor.  Our  advice:  If  you 
yearn  for  a  cosmopolitan  flavor  in  your 
portfolio,  get  it  by  buying  an  international 
stock  fund,  and  seek  out  one  that  does  not 
hedge  its  currency  exposure. 
Bond  ETFs  Versus  Bond  Funds 
Choosing  between  ETFs  and  bond  index 
funds  can  be  tricky.  In  the  realm  of  fixed- 
income,  fund  fees  tend  to  be  lower  and  the 
tax  benefits  of  ETFs  are  minimized 
because  bond  index  funds  rarely  distrib- 
ute capital  gains.  Further,  ETFs  are  new  to 
the  bond  arena,  hence  there's  scant  evi- 
dence of  their  prowess. 

The  iShares  Lehman  Aggregate  Bond 
Fund  is  an  ETF  that,  as  its  name  suggests, 
tracks  Lehman's  bond  index.  The  expense 
ratio  is  0.2%  and  since  inception  in  2003 
it  hasn't  distributed  any  capital  gains. 

The  Vanguard  Total  Bond  Market 
Index  fund  is  linked  to  the  same  index 
and  also  has  a  0.2%  expense  ratio.  The 
Vanguard  fund  has  outperformed  the 
iShares  by  a  cumulative  0.6%  since  the  ETF 
debuted.  In  its  decadelong  history,  the 
Vanguard  fund  has  distributed  only  9 
cents  in  capital  gains  (on  shares  now 
worth  $9.80  apiece),  a  hit  more  than  made 
up  for  by  its  outperformance.  Vanguard's 
$35  billion  fund  has  been  around  since 
1986,  so  it  has  a  much  longer  record. 

The  $413  million  Dreyfus  Bond  Mar- 
ket Index  Fund  has  been  around  for  13 
years  and  has  slightly  outpaced  Van- 
guard's fund  over  the  last  five.  That's 
because  its  expense  ratio  of  0.15%  is  the 
lowest  of  the  bunch. 

Paul  Herbert,  a  senior  fund  analyst  at 
Morningstar,  writes  that  bond  ETFs  are  a 
tool  for  "truly  sophisticated  investors 
[who]  may  get  some  benefits  from  trading 


ETFs  intraday  or  short-selling  them."  Yet 
he  then  concludes  that  bond  mutual  funds 
are  probably  the  way  most  long-term 
investors  should  go  because  right  now 
their  managers  are  more  experienced  and 
talented. 

Star  fund  managers,  like  Pimco's 
William  Gross,  are  adept  at  spotting  and 
exploiting  inefficiencies  in  the  bond  mar- 
ket. This  allows  Gross  to  consistently  beat 
the  market.  Nearly  10%  of  the  338  bond 


purpose.  Morningstar  says  that  40%  of  th 
ETFs  out  there  are  sector-focused,  com 
pared  to  just  6%  of  mutual  funds. 

ProShares  (a  unit  of  ProFunds 
recently  launched  12  ETFs  modeled  oi 
four  common  indexes:  the  Nasdaq  100 
S&P  500,  S&P  Midcap  400  and  Dov 
Jones.  One  set  provides  double  the  expo 
sure  to  the  indexes;  one  set  provide 
inverse  exposure  to  the  indexes;  one  se 
provides  double  inverse  exposure  to  them 


Good  and  Cheap 


The  best  ETFs  mirror  broad  indexes — and  don't  charge  you  much  in  fees.  Here  are 
some  adept  ones  that  keep  the  expenses  low. 


FUND 

INCEPTION 
DATE 

RECENT 
PRICE 

YEAR 
-T0- 
DATE 

SINCE 
INCEPTION 
(ANNUALIZED) 

ANNUAL 
EXPENSES 
PER  $100 

Domestic  Stock  Funds 

Vanguard  Large-Cap  Index  ETF 

1/26/04 

$57.86 

3.2% 

7.0% 

$0.07 

Vanguard  Total  Stock  Mkt  Index  ETF 

5/24/01 

128.84 

3.2 

2.8 

0.07 

Vanguard  Extended  Mkt  Index  ETF 

12/27/01 

93.55 

2.4 

10.5 

0.08 

Foreign  Funds 

Vanguard  European  Stock  Index  ETF 

3/4/05 

62.10 

15.6 

14.6 

0.18 

Vanguard  Pacific  Stock  Index  ETF 

3/4/05 

64.07 

3.3 

16.6 

0.18 

BLDRS  Emerging  Mkts  50  ADR  Index 

11/8/02 

32.63 

11.0 

31.5 

0.30a 

Commodity  Funds 

iShares  COMEX  Gold  Trust 

1/21/05 

61.10 

22.4 

29.2 

0.40 

streetTRACKS  Gold  Shares 

11/18/04 

61.04 

23.0 

23.0 

0.40 

iShares  Silver  Trust 

4/21/06 

120.60 

-20.2' 

NA 

0.50 

Debt  Funds 

iShares  GS  $  InvesTop  Corporate  Bond 

7/22/02 

105.52 

-0.4 

5.2 

0.15 

iShares  Lehman  20+  Year  Treasury  Bond 

7/22/02 

86.77 

^1.4 

5.8 

0.15 

iShares  Lehman  7-10  Year  Treasury  Bond 

7/22/02 

81.95 

-0.9 

 1  

3.7 

0.15 

Prices  as  of  Aug.  18.  Performance  through  July  31.  'Return  is  since  inception.  NA:  Not  applicable 
absorption  by  fund  sponsor.  Sources:  FT  Interactive  Data  via  FactSet  Research  Systems;  Upper. 

.  a:  Net  of 

funds  that  track  the  Lehman  Aggregate 
have  beaten  the  index  over  ten  years. 
Strange  Sectors 

Morningstar  senior  fund  analyst  Daniel 
Culloton  worries  that  this  year's  glut  of  new 
ETF  issues  is  just  filling  a  banquet  table  with 
a  lot  of  junk  food  that  investors  don't  really 
need.  "They  create  more  potential  for  prat- 
falls than  for  benefits,"  he  says. 

Beware  of  ETFs  with  especially  narrow 
focuses  like  single  currencies  or  obscure 
industry  sectors.  The  point  of  ETFs  is  to 
offer  broad  diversification  cheaply.  When 
ETFs  become  too  narrow,  they  lose  their 


In  May  Claymore  Advisors  filed  with 
the  SEC  to  launch  the  Claymore-Sabrient 
Stealth  ETF,  which  follows  its  own  index 
of  150  stocks  with  little  or  no  analyst 
coverage. 

There  was  much  talk,  when  ETFs 
started  gaining  notice  in  the  late  1990s, 
about  the  death  of  mutual  funds.  Natu- 
rally, such  chatter  was  premature.  Mutual 
funds  are  no  longer  the  best  solutions  in 
every  circumstance,  and  its  worth  consid- 
ering adding  ETFs  to  almost  any  portfolio. 
But  these  tyro  stock  baskets  certainly  don't 
have  all  of  the  answers.  F 
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HUMAN  CAPITAL  MANAGEMENT: 
What  the  C-Suite  Needs  to  Know  About  Compensation  and  Benefits 

The  Evolving  Approach 
Toward  Total  Rewards 


By  David  Creelman 


ompanies  are  examining  pay  and  benefits  in  new  ways. 
Cost  containment  is  one  driver,  but  increasing  employee 
loyalty  and  motivation  aren't  far  behind.  The  concept  of 
"total  rewards"  is  taking  hold. 


ADVERTISEMENT  2 


t  Liberty  Mutual  Insurance  Group,  the  analytically 
minded  HR  function  began  examining  pay-for- 
performance  data  about  its  employees  irl  1999.  What  the 
company  learned  was  sobering.  The  Boston-based  insurance  carrier 
found  that  the  implementation  of  its  pay  policy  was  out  of  whack. 
Its  intent  was  to  reward  high  performers  substantially  more  than  low 
performers,  but  the  actual  difference  was  far  less  than  the  company 
aimed  for.  It  turned  out  that  many  managers  preferred  to  give  every 
employee  "a  little  something"  rather  than  truly  differentiate  pay 
based  on  actual  performance. 

The  solution  was  to  discuss  performance  first,  before  getting 
caught  up  in  the  specifics  of  pay  raises.  One  important  innovation 
was  a  simple  online  tool  that  helped  managers  rate  performance. 
Once  those  metrics  were  agreed  upon,  human  resources  was  in  a 
stronger  position  to  gently  recommend  pay  increments  that  were 
appropriate.  The  company  supported  the  implementation  oi  the  new 
process  by  communicating  the  business  goals  of  pay  for  performance 


tools  to  automate  a  difficult  process.  Regrettably,  HR's  headacb 
seldom  are  management's  top  priority. 

One  area  that  does  catch  the  attention  of  management  is  & 
amount  of  time  that  sales  representatives  spend  double-checking  the 
incentive  payments.  According  to  EIM  vendors,  sales  representativ< 
commonly  catch  underpayment  errors  of  1%  to  2%  of  total  commi 
sion  payments.  It  stands  to  reason  that  overpayment  errors  —  whic 
are  not  corrected  since  no  one  complains  if  they  are  overpaid  —  ai 
of  a  similar  magnitude. 

"Sales  incentives  are  10%  to  1 5%  of  revenue  in  many  industries, 
even  a  1%  overpayment  amounts  to  0.1%  to  0.15%  of  revenue,"  sa) 
Robert  Youngjohns,  president  and  chief  executive  officer  of  Callidi 
Software,  an  EIM  vendor  based  in  San  Jose,  Calif. 

While  overpayments  of  this  magnitude  will  attract  the  attentio 
of  the  chief  financial  officer,  Youngjohns  feels  the  real  benefit  c 
enterprise  incentive  management  lies  not  just  in  eliminating  error 
but  in  the  analysis  it  enables. 


and  by  training  the  top  500  managers.  This  process  has,  year  after 
year,  moved  actual  salaries  toward  true  pay  for  performance. 

"From  2001  to  2005,  we've  seen  revenue  grow  from  $12.8  billion 
to  $21.2  billion,"  says  Helen  Sayles,  senior  vice  president,  HR  and 
Administration  at  Liberty  Mutual.  "Pay  for  performance  is  part  of  the 
equation  that  drives  our  success.  It  helps  us  attract  top  candidates  and 
keep  our  best  people." 

"The  slow  but  steady  rise  of  pay  for  performance  is  the  biggest 
change  in  compensation  practice  in  the  past  decade,"  says  Treat 
Hull,  president  of  Link  HR  Systems  in  Philadelphia.  "People  have 
been  talking  about  pay  for  performance  forever,  but  it  is  slowly 
becoming  a  reality." 

TRACKING  PERFORMANCE 

For  most  jobs,  pay  for  performance  is  based  on  annual  appraisals  of 
employees  by  their  supervisors.  In  sales,  however,  pay  for  performance 
is  driven  by  individual  sales  transactions.  The  world  of  sales  incentives 
is  evolving,  largely  due  to  a  new  category  of  software  called  enterprise 
incentive  management  (EIM).  The  administration  of  sales  commis- 
sions is  far  more  complicated  than  most  people  realize. 

In  a  large  company,  millions  of  sales  transactions  can  occur  every 
year,  each  one  generating  a  series  of  commission  payments.  Keeping 
these  payments  timely  and  accurate  can  be  a  nightmare  for  compen- 
sation managers.  From  their  point  of  view,  the  need  is  clear  to  use  EIM 


"The  really  big  issue  is  whether  the  10%  to  15%  of  revenu 
being  spent  on  commissions  is  effective,"  says  Youngjohns.  "EIN 
helps  companies  manage  incentives  more  effectively  and  determin 
what  is  working." 

Although  technology  can  do  wonderful  things,  pay  for  perform 
ance  may  not  always  be  a  good  idea.  Business  management  professoi 
Jeffrey  Pfeffer  and  Robert  Sutton  point  out  that  companies  us 
pay  for  performance  because  they  like  the  idea,  not-  because  the 
have  evidence  it  works.  In  many  cases,  incentive  schemes  undermin 
teamwork,  encourage  an  undue  focus  on  short-term  result 
and  spawn  a  variety  of  inappropriate  behaviors.  In  their  book  o 
evidence-based  management,  Hard  Facts,  Dangerous  Half-Truth 
and  Total  Nonsense  (Harvard  Business  School  Press,  2006),  the 
argue  that  companies  need  to  be  more  rigorous  in  thinking  through 
and  testing,  their  compensation  schemes. 

In  an  interview,  Pfeffer  told  Workforce  Management:  "Incentiv 
plans  should  be  assessed  to  see  whether  they  are  actually  deliverin 
what  they  are  supposed  to  deliver  . . .  managers  need  to  look  hard  a 
the  assumptions  that  underlie  pay  for  performance.  One  of  th 
main  assumptions  seems  to  be  that  you  have  to  bribe  people  to  ge 
them  to  work.  The  research  evidence  shows  [this]  isn't  true.  A  littl 
management  attention  to  what  we  know  about  creating  high-per 
formance  teams  would  be  far  more  effective  than  always  trying  ti 
improve  performance  with  incentives." 
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Today  we  know  better. 

We  know  that  incentive  programs  using  recognized 
brands  are  the  best  way  to  increase  employee  and 
company  performance,  sometimes  by  up  to  44%*. 
At  The  Motivation  Show,  you'll  find  over  2,000 
exhibitors  of  brand  name  merchandise  and  exciting 
travel  and  meeting  destinations,  plus  a  series  of 
workshops  and  seminars  on  effective  incentive 
and  recognition  program  planning.  So  don't  be 
left  in  the  past.  Register  today. 
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•Research  findings  from  Incentives.  Motivation  and  Workptat  e  Performance: 

ul  Best  Prat  fit  es,  sponsored  by  The  International  Society  tor  Performance  Improvement. 
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THE  BENEFITS  SHIFT 

Like  compensation,  benefits  are  a  huge  cost  to  organizations.  In  its 
2005  annual  report,  General  Motors  Corp.  mentions  health  care  costs 
93  times  (cars  are  mentioned  33  times).  There  is  good  reason  for  this 
concern:  GM  spent  $5.3  billion  on  health  care  expenses,  which  helps 
explain  why  it  lost  $3.4  billion  that  year. 

Organizations  are  gradually  shaking  off  a  legacy  of  rich,  paternal- 
istic benefits  packages.  Employee  expectations  of  providing  loyal 
service,  in  exchange  for  being  taken  care  of  by  their  companies,  are 
changing  dramatically. 


secure  retirement  income.  Many  still  expect  organizations  to  provic 
those  benefits.  But  it's  unlikely  they  would  choose  a  low-pay  and  high 
benefits  option  over  a  high-pay  and  low-benefits  scheme.  At  the  hea 
of  the  issue  is  the  need  for  employees  to  understand  the  value  of  ber 
efits  as  a  part  of  the  total  reward  package,  and  then  to  judge  whetht 
they  would  rather  receive  good  benefits  or  some  other  sort  of  rewarc 
This  requires  a  tremendous  educational  effort  and  one  in  whic 
technology  is  helping.  One  of  the  selling  points  of  compensation  an 
benefits  software  is  not  just  that  it  helps  with  administration,  but  th; 
it  also  provides  detailed  individualized  information  to  help  employee 


The  idea  is  to  be  sure  tha 
employees  is  attractive  and  c 
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"For  the  most  part,  employers  have  shifted  all  the  health  care  costs 
they  can  onto  employees,  and  the  emerging  trend  is  to  consider 
implementing  more  consumer-driven  health  care  plan  delivery  mod- 
els, [in  which]  employees  take  on  a  greater  role  in  their  health  care," 
says  Leonard  Sanicola,  benefits  practice  leader  for  WorldatWork,  an 
association  for  HR  professionals.  "Health  care  becomes  less  of  an 
entitlement  and  more  for  the  purposes  of  catastrophic  expenses." 

Pension  expenses  are  also  significant.  As  with  health  care,  companies 
are  shifting  responsibility  onto  the  employee.  Many  companies  are 
moving  from  defined  benefits,  where  the  company  guarantees  a  cer- 
tain pension,  to  defined  contributions,  in  which  the  payout  depends 
on  the  employee's  investments. 

Of  course,  employees  desperately  want  good  health  coverage  and 


understand  how  salary,  incentives  and  benefits  add  up  to  a  tot; 
rewards  package.  The  future  of  benefits  lies  in  informed  employee 
designing  individualized  benefits  packages  whereby  they  explicit! 
make  tradeoffs  between  the  different  elements  of  rewards. 

Because  benefits  are  a  bog  of  legislation,  tax  issues,  legacy  plan 
expectations  and  administrative  complexity,  they  generally  ai 
unwieldy  strategic  tools,  hence  the  relentless  focus  on  costs.  Whei 
companies  get  strategic  value  from  benefits  is  in  inexpensive,  bt 
highly  visible,  elements  that  enhance  a  specific  employee  vahj 
proposition.  Philadelphia-based  SEI  Investments,  an  asset  manage 
ment  firm,  has  intriguing  pieces  of  art  throughout  its  offices.  It 
one  of  the  ways  SEI  has  established  itself  as  a  "cool  place  to  work, 
a  benefit  that  assists  in  recruiting  and  retaining  smart  people. 


The  2006  Motivation  Show  takes  learning  to  a  new  level. 

Motivating  employees  and  consumers  is  a  challenge  every  organization  faces. 
Everyone  in  today's  workplace  also  is  challenged  to  continually  update  their  skills  so  that 
they  can  better  utilize  their  time  and  increase  their  productivity. 

In  answer  to  these  challenges,  The  2006  Motivation  Show  has  developed  the  biggest  and 
best  education  program  ever.  Nearly  100  workshops  and  seminars,  featuring  recognized 
experts  from  across  the  United  States,  are  available. 

The  Business  SolutionsThat  Motivate  People  workshop  series  features  61  60-minute  free 
programs  designed  to  help  practitioners  update  their  skills  in  all  of  the  major  disciplines 
involved  with  people  performance  management  and  motivation:  incentive  programs,  meetings 
and  incentive  travel,  consumer  promotion,  rewards  and  recognition,  etc. 

In  addition,  five  associations  are  offering  intense  half-day  and  full-day  paid  seminar  pro- 
grams targeted  at  their  areas  of  expertise.  These  include  the  first 
ever  National  Conference  on  People  Performance  Management. 

Detailed  course  information,  scheduling  and  pricing  is  available  by 
v  siting  the  show's  Web  site,  www.motivationshow.com. 
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Business  Solutions  that  Motivate  People 
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EXECUTIVE  DIRECTOR 
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The  trick  for  organizations  is  managing  the  cost  and  complexity 
of  traditional  benefits  while  not  becoming  so  absorbed  by  the 
effort  that  they  lose  sight  of  the  strategic  value  of  inexpensive, 
unconventional  benefits  carefully  targeted  to  attract,  retain  and 
motivate  their  workforce. 


Human  Capital  Management 
Resource  Directory 


The  concept  of  total 

fs  can  even  transcend 
itional  elements 


kRE  TOTAL  REWARDS 
*N  YOUR  FUTURE? 

Traditionally,  companies  look  at  base  pay,  incentives  and 
benefits  as  separate  issues,  but  HR  professionals  are  increasingly 
focusing  on  the  concept  of  total  rewards.  The  idea  is  to  be  sure 
that  the  total  package  offered  to  employees  is  attractive  and 
cost-effective,  rather  than  looking  at  one  element  at  a  time.  The 
concept  of  total  rewards  can  even  transcend  the  traditional  ele- 
ments of  compensation. 

"Total  rewards  includes  matters  of  work-life  balance,  performance 
find  recognition,  and  development  and  career  opportunities," 
iirgues  Don  Lindner,  compensation  practice  leader  for 
WorldatWork.  "If  organizations  develop  superior  development 
opportunities,  they  may  be  able  to  save  money  on  base  pay.  If 
they  have  great  work-life  programs,  then  pension  benefits  may 
not  need  to  be  as  high.  It's  all  a  matter  of  understanding  your 
workforce  and  tailoring  a  broad  value  proposition  that  will 
attract  them." 

Compensation  and  benefits  is  a  field  that  is  evolving  rather 
ithan  undergoing  a  revolution.  But  new  technology  is  allowing 
companies  to  do  more  analysis,  be  more  flexible  and  communi- 
cate total  rewards  more  effectively.  As  this  trend  continues,  expect 
(organizations  to  exercise  greater  rigor  over  the  huge  investments 
they  make  in  compensation. 


\bout  Workforce  Management.  Published  twice  a  month  by  Crain 
Communications,  Inc.,  Workforce  Management  (workforce.com)  is  the 
eading  business  publication  for  workforce  management  and  human 
resources  professionals  providing  news,  trends  and  analysis  to  50,000 
print  and  over  414,000  registered  online  subscribers. 
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Fees  are  shrinking  at  certain  mutual  funds.  But 
this  might  not  mean  your  own  bill  gets  smaller. 

By  Chana  R.  Schoenberger 


IS  IT  GETTING  CHEAPER  TO  OWN 
mutual  fund  shares?  Yes  and  no. 
Yes,  if  you  know  what  you're  doing. 
The  Investment  Company  Institute, 
trade  association  for  the  $9.3  trillion 
U.S.  fund  industry,  calculates  that  aver- 
age fund  expenses  have  fallen  by  half  over 
the  past  quarter-century,  from  2.3%  of 
assets  annually  to  1.2%.  To  arrive  at  this 
happy  conclusion  it  throws  upfront  sales 
commissions  into  the  pot  (by  spreading 
them  over  up  to  1 5  years  and  looking  at 
commissions  investors  actually  pay).  That 

Low  Fees 


Here  are  the  polar  opposites:  on  the  left,  funds  (including  one  ETF)  that  arethe  rock-bottom  cheapest  going,  with  annual 
expenses  of  a  tenth  of  a  percent  or  less.  On  the  right  are  the  high-cost  boys,  whose  expense  ratios  are  outrageous. 


tilts  the  cost-curve  downward  because 
upfront  commissions  were  once  more 
common  than  they  are  now.  The  ICI  also 
weights  fund  expense  ratios  by  the  size  of 
each  fund.  This  gives  a  lot  of  weight  to 
the  ultracheap  index  funds  that  have 
proliferated. 

lohn  Bogle,  retired  chairman  of  the 


Vanguard  Group  and  a  self-appointed 
crusader  for  fund  shareholders,  comes  up 
with  a  different  answer  to  the  question. 
He  argues  that  fund  ownership  costs 
display  an  upward  creep  over  the  years 
(his  speeches  are  on  his  Web  site, 
johncbogle.com).  Bogle  does  not  include 
sales  commissions.  He  does,  however, 
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TOTAL  RETURN 
LATEST 

FUND                                                        12  MONTHS 

ANNUAL 
EXPENSES 
PER  $100 

FUND 

TOTAL  RETURN 
LATEST 
12  MONTHS 

ANNUAL 
EXPENSES 
PER  $100 

Vanguard  Total  Stock  Market  ETF  5.4% 

S0.07 

Alpha  Hedged  Strategies 

6.7% 

$3.99 

E-Trade  International  Index  24.2 

0.09a 

Van  Wagoner  Emerging  Growth 

-7.5 

3.53a 

E-Trade  S&P  500  Index  5.3 

0.09a 

Granum  Value  Fund 

-3.4 

2.83 

iShares  S&P  500  Index  5.3 

0.09 

Midas  Fund 

104.6 

2.79 

Fidelity  Spartan  Extended  Mkt  Index-lnv  5.0 

0.10 

Third  Millennium  Russia 

41.5 

2.75 

Performance  through  Juiy  31.  a:  Net  of  absorption  by  fund  sponsor.  Source:  Upper. 
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Your  potential.  Our  passion. 
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Real-time  numbers 
mean  real-time  insight" 


DYNAMIC 


There  are  infinite  dynamics  in  business.  Master  them  all. 
With  Microsoft  Dynamics." 

Presenting  Microsoft  Dynamics:  a  line  of  people-ready  business  management 
solutions  for  financial  management,  CRM,  and  supply  chain  management.  It's 
easy  to  learn  and  easy  to  use.  Because  it  looks  and  feels  like  the  Microsoft* 
software  your  people  use  every  day.  Visit  microsoft.com/microsoftdynamics 
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FUND  SURVEY 


include  the  recurring  sales  fees  (built  into 
a  fund's  reported  expense  ratio)  that  to  a 
large  degree  have  replaced  upfront  loads. 
He  equal- weights  the  funds.  In  his  aver- 
age, the  giant  Vanguard  Index  500  that  he 
founded  (expense  ratio:  0.18%  for  the 
basic  share  class)  gets  the  same  weight  as 
the  high-cost  Granum  Value  Fund 
(expense  ratio:  2.83%). 

Both  of  these  experts  are  right.  Yes, 
fund  ownership  is  now  a  bargain  if  you 
seek  out  low-cost  offerings  for  the  bulk  of 
your  portfolio.  You  might,  for  example, 
put  half  your  assets  into  an  index  fund  to 
be  held  indefinitely,  and  seek  out 
enhanced  performance  with  the  other 
half.  But  if  you  buy  blindly,  without  look- 
ing at  costs,  funds  are  no  bargain.  The 
(size-weighted)  average  cost  of  the  U.S. 
stock  funds  in  the  Lipper  database  is 
nearly  1%.  Sales  commissions,  if  you  pay 
them,  are  in  addition.  Note:  This  average 
incorporates  both  the  share  classes  that 
come  with  commissions  and  the  ones  that 
don't.  Some  fees  are  positively  outlandish, 


like  Granum's  (see  table,  p.  152). 

For  decades  FORBES  has  put  special 
emphasis  on  costs  in  its  evaluations  of 
mutual  funds.  Over  time  the  difference 
between  a  bargain  fund  slicing  0.5%  off 
annual  returns  and  a  bad  buy  costing  2.5% 
adds  up  to  a  huge  sum.  And  fund  costs  are 
one  aspect  of  investing  that  you  can 
control.  Portfolio  results  are,  to  a  large 
degree,  a  matter  of  luck.  See  our  Best  Buy 
tables,  beginning  on  page  172,  where  costs 
count  equally  with  past  results  (and,  in  the 
case  of  high-grade  bond  funds,  count 
more  than  results). 

Why  might  costs  be  drifting  down? 
Besides  the  pileup  of  money  in  index 
funds,  one  factor  is  price  competition. 
Take  the  Fidelity- Vanguard  rivalry,  for 
instance.  In  2004  Fidelity  slashed  the  cost 
of  its  cheapest  S&P  500  fund  from  0.39% 
annually  to  0.1%.  Vanguard  has  cut  prices 
by  introducing  an  Admiral  share  class, 
with  lower  expenses  for  long-term 
accounts  or  those  over  $100,000,  at  65  of 
its  funds.  The  bigger  the  average  account 


balance,  the  less  (as  a  percent  of  assets)  it 
costs  the  operator  to  pay  for  mailings  and 
telephone  servicing.  ICI  says  a  typical  cost 
for  the  transfer  agent,  which  holds  stock 
certificates,  answers  the  telephone  and 
records  sales  and  redemptions,  is  $25  per 
account  per  year. 

For  a  few  funds,  politician  Eliot 
Spitzer  can  take  credit  for  some  price  cuts. 
As  New  York's  attorney  general  he  forced 
AllianceBernstein  to  cut  its  annual 
expense  ratio  on  its  Global  Technology 
Fund  from  1.86%  in  2002  to  1.66%  last 
year.  As  a  punishment  for  monkeyshines 
involving  after-hours  trading,  Alliance 
agreed  to  cut  expenses  to  investors  on  all 
mutual  funds  by  20%  over  five  years.  Of 
course,  no  one  with  a  sensitivity  to  costs 
would  be  caught  dead  owning  this  fund 
anyway  (besides  the  expense  ratio,  you 
pay  a  sales  load  of  up  to  4.25%).  If  actively 
managed  funds  are  what  you  want,  there 
are  plenty  of  excellent  ones  that  cost  less 
than  1%  a  year  and  have  no  sales  load. 

Some  funds  are  bucking  the  trend 
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Spitzer 

Be  Damned 

What's  a  better  way  of  keeping  fund  costs 
down — lawsuits  or  plain  old  price  competition? 

By  Michael  Maiello 


toward  lower  costs.  WesBanco  Bank  says 
it  hiked  the  fees  on  its  WesMark  Growth 
Fund  (from  1.14%  to  1.28%)  because  its 
more  expensive  to  meet  regulatory  stan- 
dards now.  Take  that,  Eliot  Spitzer. 
Morgan  Stanley  raised  fees  on  its  Technol- 
ogy Fund  (from  1.49%  to  1.67%)  because 
the  amount  of  money  in  the  fund  went 
down  as  performance  deteriorated.  That 
left  a  smaller  base  over  which  to  spread 
fixed  costs.  Now  the  remaining  sharehold- 
ers have  two  reasons  to  be  unhappy. 

The  ICI  says  it  has  a  study  showing 
that  investors  are  doing  a  lot  of  price  shop- 
ping these  days  and  care  more  about  fees 
than  performance  or  risk.  That  will  surely 
come  as  a  surprise  to  anyone  familiar  with 
fund  ads  that  display  Morningstar  stars  or 
performance  figures.  And  don't  believe 
any  sob  stories  about  pricing  pressure 
without  taking  a  look  at  the  financials  of 
the  publicly  traded  fund  companies.  Janus 
has  a  pretax  profit  margin  of  18%.  For  a 
lot  of  players  this  remains  a  very  lucrative 
business.  F 


NEW  YORK'S  POLITICALLY  ASTUTE 
Attorney  General  Eliot  Spitzer 
forced  Putnam  Investments  and 
Alliance  Capital  Management  to  lower 
fund  fees  in  the  aftermath  of  the  mutual 
fund  market-timing  scandals.  And  he 
rested  his  argument  on  a  study  by  a  cou- 
ple of  law  professors  who  showed  that 
fund  companies  charge  retail  investors 
twice  as  much  in  fees  as  they  do  big  pen- 
sion plans.  Inspired  by  Spitzer,  Guy  M. 


Burns,  a  Tampa  attorney,  has  launched  a 
flotilla  of  lawsuits  against  huge  fund  oper- 
ators to  get  them  to  do  a  Putnam. 

Burns  isn't  doing  as  well  as  Spitzer.  He 
recently  bombed  out  in  his  suit  against 
American  Century  mutual  funds.  (The 
other  suits  are  pending.)  The  plaintiffs  ca- 
pitulated, withdrawing  their  action  and  is- 
suing an  abject  statement  that  American 
Century  is  great  at  client  services.  The  com- 
pany's court  victory  seems  to  show  that  the 


The  good  news: 

Your  movie  is  sold  out. 

Don't  let  erectile  dysfunction  (ED)  hold  you  back  from  a  fulfilling  sexual  experience. 

•  Viagra  is  prescribed  for  all  degrees  of  ED,  even  if  it  only  happens  once  in  a  while. 

•  Maintaining  an  erection  is  important.  It's  just  as  important  as  getting  a  firm  erection. 
Viagra  can  help  with  both.  (sildenafil  citrate)  tablets 

•  Viagra  has  an  established  safety  profile.  It's  been  studied  more  than  any  other  oral  ED  treatment.  what  are  you  waiting  tor? 

Ask  your  doctor  if  Viagra  is  right  for  you.  And  enjoy  what  it  can  do  to  help  you  improve  your  sex  life. 


3RA  is  prescribed  to  treat  erectile  dysfunction.  We  know  that  no 
icine  is  for  everyone.  If  you  use  nitrate  drugs,  often  used  for  chest 
.  (known  as  angina),  don't  take  VIAGRA.  Taking  these  drugs 
ther  could  cause  your  blood  pressure  to  drop  to  an  unsafe  level. 

with  your  doctor  first.  Make  sure  you  are  healthy  enough 
ave  sex.  If  you  have  chest  pain,  nausea,  or  other  discomforts 
ng  sex,  seek  medical  help  right  away. 

ough  erections  lasting  for  more  than  four  hours  may  occur 
y  with  all  ED  treatments  in  this  drug  class,  to  avoid  long-term 
les,  it  is  important  to  seek  immediate  medical  help. 


loss  of  vision,  stop  taking  PDE5  inhibitors,  including  VIAGRA, 
and  call  a  doctor  right  away. 

The  most  common  side  effects  of  VIAGRA  are  headache,  facial 
flushing,  and  upset  stomach.  Less  common  are  bluish  or  blurred 
vision,  or  being  sensitive  to  light.  These  may  occur  for  a  brief 
time.  Remember  to  protect  yourself  and  your  partner  from 
sexually  transmitted  diseases. 

Please  see  oui  patient  summaiy  of  infoimation  foi  VIAGRA 
(25  mg,  50  mg,  100  mg)  tablets  on  the  following  page. 

VIAGRA  is  available  on  most  Managed  Care  Plans*  VIAGRA 
is  one  of  several  ED  treatments  that  you  and  your  doctor 
can  consider. 


ire  instances,  men  taking  PDE5  inhibitors  (oral  erectile 
unction  medicines,  including  VIAGRA)  reported  a  sudden 
ease  or  loss  of  vision.  It  is  not  possible  to  determine 
ther  these  events  are  related  directly  to  these  medicines 
)  other  factors.  If  you  experience  sudden  decrease  or 

To  learn  more,  visit  viagra.com  or  call  1-888-4VIAGRA  (1-888-484-2472) 
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isured?  Need  help  paying  for  medicine?  Pfizer  has  programs  that  can  help,  no  matter  your  age  or  income.  You  may 
i  qualify  for  free  Pfizer  medicines.  Call  1-866-706-2400.  Orvisitwww.pfizerhelpfulanswers.com. 
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PATIENT    SUMMARY    OF    INFORMATION  ABOUT 


VIAGRA 

(sildenafil  citrate)  tablets 


This  summary  contains  important  information  about  ViAGRA®.  II 

is  not  meant  to  take  the  place  of  your  doctor's  instructions.  Read  this 
information  carefully  before  you  start  taking  VIAGRA.  Ask  your  doctor  or 
pharmacist  if  you  do  nof  understand  any  of  this  information  or  if  you 
want  to  know  more  about  VIAGRA. 

This  medicine  can  help  many  men  when  it  is  used  as  prescribed  by  their 
doctors.  However,  VIAGRA  is  not  for  everyone.  It  is  intended  for  use  only 
by  men  who  have  a  condition  called  erectile  dysfunction  VIAGRA  must 
never  be  used  by  men  who  are  taking  medicines  that  contain  nitrates  of 
any  kind,  at  any  time.  This  includes  nitroglycerin.  I!  you  take  VIAGRA 
with  any  nitrate  medicine  your  blood  pressure  could  suddenly  drop  to 
an  unsafe  or  lile  threatening  level. 

•  What  Is  VIAGRA? 

VIAGRA  is  a  pill  used  to  treat  erectile  dysfunction  (impotence)  in  men. 
It  can  help  many  men  who  have  erectile  dysfunction  get  and  keep  an 
erection  when  they  become  sexually  excited  (stimulated). 

You  will  not  get  an  erection  just  by  taking  this  medicine.  VIAGRA  helps 
a  man  with  erectile  dysfunction  get  an  erection  only  when  he  is  sexually 
excited. 

•  How  Sex  Affects  the  Body 

When  a  man  is  sexually  excited,  the  penis  rapidly  fills  with  more 
blood  than  usual.  The  penis  then  expands  and  hardens.  This  is  called  an 
erection.  After  the  man  is  done  having  sex,  this  extra  blood  flows  out  of 
the  penis  back  into  the  body.  The  erection  goes  away  If  an  erection  lasts 
for  a  long  time  (more  than  6  hours),  it  can  permanently  damage  your 
penis.  You  should  call  a  doctor  immediately  if  you  ever  have  a  prolonged 
erection  that  lasts  more  than  4  hours. 

Some  conditions  and  medicines  interfere  with  this  natural  erection  process. 
The  penis  cannot  fill  with  enough  blood.  The  man  cannot  have  an  erection. 
This  is  called  erectile  dysfunction  if  it  becomes  a  frequent  problem. 

During  sex,  your  heart  works  harder  Therefore  sexual  activity  may  not 
be  advisable  for  people  who  have  heart  problems.  Before  you  start  any 
treatment  for  erectile  dysfunction,  ask  your  doctor  if  your  heart  is 
healthy  enough  to  handle  the  extra  strain  of  having  sex.  If  you  have  chest 
pains,  dizziness  or  nausea  during  sex,  stop  having  sex  and  immediately 
tell  your  doctor  you  have  had  this  problem. 

•  How  VIAGRA  Works 

VIAGRA  enables  many  men  with  erectile  dysfunction  to  respond  to 
sexual  stimulation.  When  a  man  is  sexually  excited,  VIAGRA  helps  the 
penis  fill  with  enough  blood  to  cause  an  erection.  After  sex  is  over,  the 
erection  goes  away. 

•  VIAGRA  Is  Not  for  Everyone 

As  noted  above  {How  Sex  Affects  the  Body),  ask  your  doctor  if  your 
heart  is  healthy  enough  for  sexual  activity. 

II  you  take  any  medicines  that  contain  nitrates  -  either  regularly  or  as 
needed  -  you  should  never  take  VIAGRA.  It  you  take  VIAGRA  with  any 
nitrate  medicine  or  recreational  drug  containing  nitrates,  your  blood 
pressure  could  suddenly  drop  to  an  unsafe  level.  You  could  get  dizzy, 
faint,  or  even  have  a  heart  attack  or  stroke.  Nitrates  are  found  in  many 
prescription  medicines  that  are  used  to  treat  angina  (chest  pain  due  to 
heart  disease)  such  as: 

•  Nitroglycerin  (sprays,  ointments,  skin  patches  or  pastes,  and 
tablets  that  are  swallowed  or  dissolved  in  the  mouth) 

•  Isosorbide  mononitrate  and  isosorbide  dinitrate  (tablets  that  are 
swallowed,  chewed,  or  dissolved  in  the  mouth) 

Nitrates  are  also  found  in  recreational  drugs  such  as  amyl  nitrate  or  nitrite 
("poppers").  It  you  are  not  sure  if  any  of  your  medicines  contain  nitrates,  or 
if  you  do  not  understand  what  nitrates  are,  ask  your  doctor  or  pharmacist. 

VIAGRA  is  only  for  patients  with  erectile  dysfunction  VIAGRA  is  not 
for  newborns,  children,  or  women  Do  not  let  anyone  else  take  your 
VIAGRA.  VIAGRA  must  be  used  only  under  a  doctor's  supervision. 

•  What  VIAGRA  Does  Not  Do 

•  VIAGRA  does  not  cure  erectile  dysfunction.  It  is  a  treatment  for 
erectile  dysfunction. 

•  VIAGRA  does  not  protect  you  or  your  partner  from  getting  sexually 
transmitted  diseases,  including  HIV— the  virus  that  causes  AIDS. 

•  VIAGRA  is  not  a  hormone  or  an  aphrodisiac. 

•  What  To  Tell  Your  Doctor  Before  You  Begin  VIAGRA 

Only  your  doctor  can  decide  if  VIAGRA  is  right  for  you.  VIAGRA  can 
cause  mild,  temporary  lowering  of  your  blood  pressure.  You  will  need 
to  have  a  thorough  medical  exam  to  diagnose  your  erectile  dysfunction 
and  to  find  out  if  you  can  safely  take  VIAGRA  alone  or  with  your  other 
medicines.  Your  doctor  should  determine  if  your  heart  is  healthy  enough 
to  handle  the  extra  strain  of  having  sex. 

Be  sure  to  tell  your  doctor  if  you: 

•  Have  ever  had  any  heart  problems  (e.g.,  angina,  chest  pain,  heart 
failure,  irregular  heart  beats,  heart  attack  or  narrowing  of  the 
aortic  valve) 

•  Have  ever  had  a  stroke 

•  Have  low  or  high  blood  pressure 

•  Have  ever  had  severe  vision  loss 

•  Have  a  rare  inherited  eye  disease  called  retinitis  pigmentosa 

•  Have  ever  had  any  kidney  problems 

•  Have  ever  had  any  liver  problems 

•  Have  ever  had  any  blood  problems,  including  sickle  cell  anemia 
or  leukemia 

•  Are  allergic  to  sildenafil  or  any  of  the  other  ingredients  of  VIAGRA 
tablets 


•  Have  a  deformed  penis,  Peyronie's  disease,  or  evet  had  an 
erection  that  lasted  more  than  4  hours 

•  Have  stomach  ulcers  oi  any  types  ot  bleeding  problems 

•  Are  taking  any  other  medicines 

•  VIAGRA  and  Other  Medicines 

Some  medicines  can  change  the  way  VIAGRA  works  Tell  your  doctor 
about  any  medicines  you  are  taking  Do  not  start  or  stop  taking  any 
medicines  before  checking  with  your  doctor  or  pharmacist  This  includes 
prescription  and  nonprescription  medicines  or  remedies 

•  Remember.  VIAGRA  should  never  be  used  with  medicines  that 
contain  nitrates  (see  VIAGRA  Is  Not  for  Everyone). 

•  If  you  are  taking  medicines  called  alpha-blockers  tor  the 
treatment  of  high  blood  pressure  or  prostate  problems,  your 
blood  pressure  could  suddenly  drop  You  could  get  dizzy  or  faint 

•  If  you  are  taking  a  protease  inhibitor,  your  dose  may  be  adjusted 
(please  see  Finding  the  Right  Dose  tor  You). 

•  VIAGRA  should  not  be  used  with  any  other  medical  treatments  that 
cause  erections  These  treatments  include  pills,  medicines  that  are 
miected  or  inserted  into  the  penis,  implants  or  vacuum  pumps. 

•  Finding  the  Right  Dose  for  You 

VIAGRA  comes  in  different  doses  (25  mg,  50  mg  and  100  mg)  If  you 
do  not  get  the  results  you  expect,  talk  with  your  doctor  You  and  your 
doctor  can  determine  the  dose  that  works  best  for  you 

•  Do  not  take  more  VIAGRA  than  your  doctor  prescribes. 

•  If  you  think  you  need  a  larger  dose  of  VIAGRA,  check  with  your 
doctor. 

•  VIAGRA  should  not  be  taken  more  than  once  a  day 

Your  doctor  may  prescribe  a  lower  dose  of  VIAGRA  in  certain 
circumstances.  For  example: 

•  If  you  are  older  than  age  65,  or  have  serious  liver  or  kidney 
problems,  your  doctor  may  start  you  at  the  lowest  dose  (25  mg) 
of  VIAGRA. 

•  If  you  are  taking  protease  inhibitors,  such  as  for  the  treatment  of  HIV, 
your  doctor  may  recommend  a  25  mg  dose  and  may  limit  you  to  a 
maximum  single  dose  of  25  mg  of  VIAGRA  in  a  48  hour  period 

•  If  you  have  prostate  problems  or  high  blood  pressure  for  which 
you  take  medicines  called  alpha-blockers,  your  doctor  may  start 
you  on  a  lower  dose  of  VIAGRA. 

•  How  To  Take  VIAGRA 

Take  VIAGRA  about  1  hour  before  you  plan  to  have  sex  Beginning  in 
about  30  minutes  and  for  up  to  4  hours,  VIAGRA  can  help  you  get  an 
erection  if  you  are  sexually  excited.  If  you  take  VIAGRA  after  a  high-fat 
meal  (such  as  a  cheeseburger  and  french  fries),  the  medicine  may  take  a 
little  longer  to  start  working  VIAGRA  can  help  you  get  an  erection  when 
you  are  sexually  excited.  You  will  not  get  an  erection  just  by  taking  the  pill 

•  Possible  Side  Effects 

Like  all  medicines.  VIAGRA  can  cause  some  side  effects.  These  effects 
are  usually  mild  to  moderate  and  usually  don't  last  longer  than  a  few 
hours.  Some  of  these  side  effects  are  more  likely  to  occur  with  higher 
doses.  The  most  common  side  effects  of  VIAGRA  are  headache,  flushing 
ot  the  face,  and  upset  stomach.  Less  common  side  effects  that  may 
occur  are  temporary  changes  in  color  vision  (such  as  trouble  telling 
the  difference  between  blue  and  green  objects  or  having  a  blue  color  tinge 
to  them),  eyes  being  more  sensitive  to  light,  or  blurred  vision. 

In  rare  instances,  men  taking  PDE5  inhibitors  (oral  erectile  dysfunction 
medicines,  including  VIAGRA)  reported  a  sudden  decrease  or  loss  of 
vision  in  one  or  both  eyes.  It  is  not  possible  to  determine  whether  these 
events  are  related  directly  to  these  medicines,  to  other  factors  such  as 
high  blood  pressure  or  diabetes,  or  to  a  combination  of  these  If  you 
experience  sudden  decrease  or  loss  of  vision,  stop  taking  PDE5 
inhibitors,  including  VIAGRA,  and  call  a  doctor  right  away 

In  rare  instances,  men  have  reported  an  erection  that  lasts  many  hours. 
You  should  call  a  doctor  immediately  if  you  ever  have  an  erection  that 
lasts  more  than  4  hours.  If  not  treated  right  away,  permanent  damage  to 
your  penis  could  occur  (see  How  Sex  Affects  the  Body) 

Heart  attack,  stroke,  irregular  heart  beats,  and  death  have  been  reported 
rarely  in  men  taking  VIAGRA.  Most,  but  not  all,  of  these  men  had  heart 
problems  Defore  taking  this  medicine.  It  is  not  possible  to  determine 
whether  these  events  were  directly  related  to  VIAGRA, 

VIAGRA  may  cause  other  side  effects  besides  those  listed  on  this  sheet 
If  you  want  more  information  or  develop  any  side  effects  or  symptoms 
you  are  concerned  about,  call  your  doctor. 

•  Accidental  Overdose 

In  case  of  accidental  overdose,  call  your  doctor  right  away. 

•  Storing  VIAGRA 

Keep  VIAGRA  out  of  the  reach  of  children  Keep  VIAGRA  in  its  original 
container.  Store  at  25°C  (77°F):  excursions  permitted  to  15-30°C 
(59-86°F)  [see  USP  Controlled  Room  Temperature]. 

•  For  More  Information  on  VIAGRA 

VIAGRA  is  a  prescription  medicine  used  to  treat  erectile  dyslunction  Only 
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fund  industry  can  be  pushed  only  so  far 
when  it  comes  to  reducing  fees.  "The  first 
legal  test  of  Spitzer  s  theories  has  fallen  flat 
on  its  face,"  crows  James  N.  Benedict,  the 
Milbank,  Tweed,  Hadley  &  McCloy  attor- 
ney who  represented  American  Century. 

The  lawsuit  foundered  after  Judge 
Ortrie  D.  Smith  of  Kansas  City,  Mo. 
wouldn't  allow  any  evidence  of  Ameri- 
can Century's  institutional  pricing. 
Maybe  part  of  lawyer  Burns'  problem 
also  was  that  his  big  fat  targets — which 
include  Fidelity  and  Janus — aren't  high- 
cost  operations.  American  Century 
charges  investors  1%  a  year  to  run  their 
money.  That's  less  than  the  average  cost 
of  an  actively  managed  fund. 

No  question,  it's  cheaper  to  manage 
large  pools  of  money  than  small  ones.  In 
their  2001  study,  University  of  South  Car- 
olina's John  Freeman  and  Florida  State's 
Stewart  Brown  contended  that,  as  assets 
grow  at  a  mutual  fund,  managers  should 
pass  savings  along  to  investors.  The  fund 
industry's  trade  group,  the  Investment 
Company  Institute,  responded  that  servic- 
ing a  galaxy  of  individual  fund  holders — 
sending  out  prospectuses,  manning  800- 
lines  and  mailing  statements — was  more 
costly  than  handling  a  few  giant  pension 
programs. 

On  occasion  fund  companies  cut  the 
portfolio-management  fee  (as  a  percent  of 
assets)  as  the  portfolio  grows.  But  there  is 
no  federal  law  that  compels  them  to  do  so. 

Between  1993  and  2002  American 
Century  Ultra's  assets  grew  from  $6  billion 
to  $24.4  billion,  and  its  fee  income  kept 
pace,  growing  from  $60  million  a  year  to 
$240  million.  The  expense  ratio  (portfolio 
management  fee  plus  that  servicing  cost) 
stayed  put  at  1%.  In  2000  American  Cen- 
tury offered  to  shave  five  basis  points  off 
the  portion  of  the  fund  exceeding  $20  bil- 
lion. Even  a  revised  breakpoint  is  moot 
now, -with  assets  down  to  $15  billion. 

American  Century  contends  that 
money  management  expenses  account 
for  only  15%  of  the  total  cost  for  manag- 
ing a  fund  and  that  the  remainder  of  the 
fees  pay  for  the  overhead.  What  it  should 
say,  a  bit  more  forcefully,  is  that  no 
investor  is  being  kept  in  its  fund  at  gun- 
point. If  you  don't  like  paying  1%,  just  buy 
a  cheaper  fund.  F 


Aetna's  Numbers  to  Know 
Hypertension  and  Cholesterol 
Management  Reminder 

Screenings  for  hypertension  and  cholesterol  are  an  important  and  effective  means  of  reducing  the  occurrence 
of  cardiovascular  disease,  the  leading  cause  of  death  in  the  U.S.  That's  why  Aetna  developed  its  Numbers 
to  Know®  Hypertension  and  Cholesterol  Management  Reminder,  which  promotes  the  benefits  of  blood 
pressure  and  cholesterol  monitoring. 


Numbers  to  KnouP  includes  helpful  tips  on  blood  pressure  and  cho- 
lesterol management,  desirable  goals  for  blood  pressure  and  cholesterol 
levels  and  a  tri-fold  wallet  card  to  track  blood  pressure,  cholesterol, 
medication  and  dosage  information.  The  mailer  is  easy  to  read  and 
encourages  members  to  better  understand  their  illness  and  to  work 
,  with  their  physician  to  develop  an 
appropriate  treatment  plan. 

In  May,  Aetna  sent  the  reminder  to 
targeted  HMO  members  in  specific 
age  groups  who  had  a  known  cardiac 
i  event  in  the  prior  year  or  had  been 
diagnosed  with  high  blood  pressure 
or  diabetes. 

Diseases  of  the  heart  and  blood 
vessels  —  known  as  cardiovascular 
disease  (CVD)  —  kill  more  than  16 
million  people  worldwide  each 
year,  and  account  for  30%  of  the 
total  number  of  deaths.  In  the  U.S., 
where  an  estimated  61.8  million 
people  live  with  CVD,  one 
American  dies  of  CVD  every  33 
seconds,  and  more  than  half  of  those 
who  die  suddenly  of  CVD  had  no 
previous  symptoms.  Heart  disease 
and  stroke,  the  main  components  of  CVD,  account  for  nearly  40% 
of  all  deaths  in  the  nation. 

Diet  has  long  been  considered  a  key  contributor  to  CVD,  and  a  recent 
federal  study  released  in  February  made  the  connection  between  diet 
and  heart  health  appear  more  complex  than  ever.  This  was  the  largest 


study  to  ask  whether  a  low-fat  diet  reduces  the  risk  of  getting  cancer  or 
heart  disease,  and  it  found  that  the  diet  has  no  effect  for  women. 

Armed  with  the  results  of  the  study,  researchers  are  focusing  on 
differentiating  between  different  types  of  fats  in  the  diet  (the  study 
did  not  make  this  distinction).  Some  unsaturated  fats,  like  the  kind  in 

olive  oil  and  nuts,  are  still  believed  to 
be  healthier  than  the  saturated  fats 
and  trans-fats  found  in  processed 
and  fried  foods.  The  so-called 
Mediterranean  diet,  which  avoids 
saturated  fats,  coupled  with  regular 
exercise,  has  never  been  tested  in  a 
large  clinical  trial  similar  to  the 
recent  $415  million  federal  study. 

Until  diets  low  in  unsaturated  fats 
are  more  thoroughly  tested,  many 
researchers  continue  to  maintain 
that  lifestyle,  beginning  in  child- 
hood, remains  the  main  predictor  of 
CVD.  The  major  risk  factors  are 
high  blood  pressure,  tobacco  use, 
poor  dietary  habits,  especially  the 
intake  of  saturated  fat,  elevated 
blood  cholesterol,  lack  of  physical 
activity,  obesity  and  diabetes. 
According  to  the  Boomer  Coalition,  an  organization  dedicated  to 
raising  awareness  about  CVD,  smoking  alone  is  responsible  for  21% 
of  deaths  from  heart  disease  and  18%  of  deaths  from  stroke.  With 
Aetna's  Numbers  to  KnouP,  people  who  are  at  risk  can  monitor  their 
situation  to  avoid  further  health  complications. 

We  want  you  to  know® 


For  more  information,  visit  Aetna  online  at  www.aetna.com 
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Investing  aftertax  money 
wisely  in  mutual  funds  is 
tricky.  Hint:  Beware  of  many 
so-called  tax-efficient  funds. 

By  Laura  Saunders 


■  T'S  NOT  WHAT  YOU  MAKE  BUT 
I  what  you  keep.  That  maxim,  which 
I  should  be  engraved  on  mutual 
I  fund  investors'  wallets,  is  especially 
I  true  when  you're  investing  outside 
a  tax-protected  retirement  plan.  Taxable 
accounts  represent  just  under  half  of  the 
fund  industry's  $9  trillion  in  assets, 
according  to  the  Investment  Company 
Institute. 

Over  time  taxes  can  take  a  huge  bite 
out  of  returns,  easily  1%  or  more  annu- 
ally. Does  1%  sound  inconsequential? 
Compound  it  for  30  years  and  you  get 
26%,  or  $260,000  out  of  a  $1  million 
account.  Taxes,  of  course,  are  likely  to  be 
uncomfortably  high  on  a  fund  that  is 
making  a  load  of  money;  they  are  partic  - 
ularly painful  on  a  fund  that  is  not.  Before 
tax,  investors  in  the  large-cap  Dreyfus 
Fund  for  the  last  ten  years  have  endured  a 
miserable  4.9%  average  annual  return. 
After  tax,  they  have  made  just  3.4%. 

Note:  In  this  story  and  in  the  tax 
efficiency  grades  that  we  assign  at 
www.forbes.com/funds,  we  assume  a 
hypothetical  investor  in  the  highest  fed- 
eral bracket  but  allow  nothing  for  state 
taxes.  Also,  we  do  not  allow  for  the  capital 
gain  tax  that  would  be  due  if  the  investor 
exited  at  the  end  of  the  measurement 
period.  Smart  investors  sit  on  their  gains. 
Capital  gains  are  exempt  from  income  tax 
if  the  property  is  held  until  death  or  given 
to  charity. 

Example:  If  you  had  bought  $100,000 
of  the  Vanguard  500  Index  fund  five  years 
ago  in  a  retirement  account  and  re- 
invested all  distributions,  your  stake 
would  now  be  worth  $  1 1 4,26 1 .  If  you  held 
it  in  a  taxable  account  and  paid  top- 
bracket  federal  taxes,  you'd  have  shares 
today  worth  $112,242.  And  if  you  sold 
those  shares  you'd  have  $1 11,319  left  after 


paying  short-term  capital  gain  tax  on 
shares  held  less  than  a  year  and  long-term 
gain  tax  on  the  rest.  This  is  an  efficient 
fund,  thanks  to  its  low  turnover  and  tax 
losses.  These  include  a  $5.5  billion  carry- 
forward on  realized  losses. 

Beware,  though.  The  tax  bite  at  many 
funds  is  about  to  get  bigger  as  they  use  up 
the  losses  they  racked  up  in  the  bear  mar- 
ket. T.  Rowe  Price's  Capital  Appreciation 
Fund  is  a  perennial  Forbes  Best  Buy  that 
sports  a  12%  annual  return  over  the  last 
decade.  In  the  last  three  years  taxes  have 
swallowed  only  0.8%  of  a  hypothetical 
investor's  money  annually  in  the  fund, 
versus  the  ten-year  average  burden  of 
2.4%.  This  fund  and  others  will  likely 


soon  be  forcing  shareholders  to  pay  Uncle 
Sam  more.  Funds  are  required  to  distrib- 
ute their  taxable  gains  and  their  dividend 
and  interest  income  (or  rather,  what's  left 
after  fees). 

What  to  do?  Pay  attention  to  tax  effi- 
ciency, but  don't  let  it  overwhelm  other 
criteria  in  selecting  funds,  such  as  low 
fees,  suitable  risk  and  good  historical  per- 
formance. And  be  wary  of  funds  touting 
themselves  as  "tax-managed"  or  "tax- 
efficient."  They  aim  to  lighten  the  tax  bur- 
den by  keeping  turnover  low  and  selling 
high-cost  shares  first.  We  found  nearly 
200  of  these  funds. 

While  a  few  tax-managed  funds  are 
good  choices,  a  great  many  are  larded  with 
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loads  and  fees  and/or  show  subpar  per- 
formance. Over  the  last  five  years,  when 
foreign  funds  have  been  on  a  tear,  Eaton 
Vance  Tax-Managed  International  Equity 
A  has  returned  only  3%  a  year  after  taxes. 
Dodge  &  Cox  International,  with  a  low 
fee,  no  load  and  presumably  better  man- 
agers but  no  tax-managed  moniker,  has 
returned  17%  annually  after  taxes. 

You  can  easily  look  up  the  aftertax 
returns  of  a  fund  before  you  invest.  Find 
the  prospectus  (available  online)  and 
check  the  performance  numbers  on  the 
first  page  or  two.  Compare  before-  and 
aftertax  returns  over  three,  five  and  ten 
years.  (Look  at  pre-,  not  post-,  liquidation 
numbers,  because  those  assume  you  con- 
tinue to  hold.)  You'll  likely  find  surprises. 
Vanguards  stalwart  Wellesley  Fund,  also  a 
longtime  Forbes  Best  Buy,  ought  to  be 
held  in  your  retirement  account.  For  a  tax- 
able alternative  try  Vanguard  Tax- 
Managed  Balanced  instead  (see  table). 

Look  hard  at  index  funds,  which  are 
are  inherently  tax-efficient  because  they 
trade  very  little.  In  particular,  check  out 
Vanguard's  ingenious  index/managed 
fund  hybrids  that  deserve  far  more  atten- 
tion than  they  have  gotten.  Its  five  tax- 
managed  funds — Vanguard  Tax-Managed 
Balanced;  Capital  Appreciation;  Growth 
and  Income;  International;  and  Small- 
Cap — mostly  track  the  indexes  except 
when  a  stock  (say,  General  Motors)  goes 
down;  then  the  fund  sells  the  loser,  takes 
the  loss  and  buys  it  back  after  30  days. 

Federal  rules  don't  allow  these  to  be 
called  "index  funds,"  although  that  is  what 
they  are,  and  their  combination  of  tax- 
management,  indexing  and  superlow  fees 
make  them  a  serious  option  for  long-term 
aftertax  investors.  Vanguard  Tax- Managed 
International  runs  neck  and  neck  with  its 
rival  iShares  ETF,  and  there's  no  commis- 
sion, which  is  always  the  case  with  an  ETF. 
(For  more  on  ETFs,  see  p.  142). 

What's  more,  don't  be  cowed  by 
"embedded"  capital  gains.  These  are  the 
paper  profits  on  positions  that  haven't 
been  sold,  the  downside  to  low-turnover 
funds.  Should  the  fund  manager  sell  these 
positions,  you  would  owe  tax  on  gains 
that  occurred  before  you  even  bought  the 
fund.  (This  number  is  in  the  fund's 
annual  report.)  At  the  stellar  but  long- 


closed  Sequoia  Fund,  they  are  73%, 
according  to  Morningstar.  So  put  such 
funds  in  a  sheltered  account  or  decide 
that  you  trust  the  manager.  Ronald  Muh- 
lenkamp,  who  runs  the  Honor  Roll  mem- 
ber Muhlenkamp  Fund,  warns,  "Embed- 
ded gains  are  a  ghost,  and  like  other 
ghosts,  they  are  a  distraction." 

There's  more  to  tax-smart  investing 
than  picking  the  right  fund.  Here  are 
other  strategies: 

•  Put  things  where  they  fit  best.  Stock 
index  funds  tend  to  have  low  turnover 
and  dividend  payouts  mostly  eligible  for 
the  15%  rate,  so  put  them  in  your  taxable 
account.  Actively  managed  funds  are  bet- 
ter off  in  an  IRA  or  401(k),  especially  if 
they  have  high  turnover,  because  the  IRS 
will  take  35%  of  short-term  gains.  Taxable 


fund,  pay  attention  to  its  investments. 
T.  Rowe  Price's  Tax- Efficient  Balanced 
Fund  has  two  sleeves:  one  consists  of  tax- 
free  municipal  bonds,  the  other  mainly  of 
"growth"  stocks  that  pay  few  dividends. 
The  latter  have  been  out  of  fashion  in 
recent  years,  damping  returns.  These  may 
come  back  into  favor  and  roar  ahead,  but 
the  strategy  excludes  a  large  group  of 
dividend-paying  reliables. 

•  When  you  buy,  think  about  how  you 
will  sell.  If  you  sell  taxable  fund  shares, 
you  must  deal  with  this  pesky  tax  issue 
called  cost  basis.  The  cost  basis  is,  to  over- 
simplify, what  you  paid.  The  IRS  offers  two 
ways  of  figuring  the  basis  of  fund  shares: 
"average  cost"  or  "specific  identification." 
With  the  former,  you  use  an  average  of  all 
your  shares  of  a  holding  when  you  sell. 


Trading  Places 

If  you  invest  aftertax  money  in  mutual  funds,  don't  be  misled  by  pretax  returns.  In 
each  of  these  pairs  of  good  funds  the  clear  pretax  laggard  is  the  posttax  leader. 


10-YFAR  ANNUAII7Fr 

TDTAI  RFTIJRN 

ANNUAL 

FUND 

PRETAX 

AFTER  TAXES 

EXPENSES 
PER  $100 

International 

Artisan  International-lnv 

12.92% 

11.63% 

$1.19 

Mutual  Discovery-Z1 

13.65 

11.19 

1.04 

Large  Cap 

Selected  American  Shares-S 

12.30 

11.37 

0.90 

Thompson  Plumb  Growth 

12.79 

10.79 

1.09 

Balance 

Vanguard  Tax-Managed  Balanced-lnv 

7.45 

6.44 

0.12 

Vanguard  Wellesley  Income-lnv 

9.00 

6.38 

0.24 

Performance  through  July  31.  'Closed  to  new  investors.  Source:  Upper. 

bond  funds,  with  high  payouts  taxed  at 
35%,  should  go  into  the  sheltered  account. 

•  Lodge  individual  stocks  in  the  tax- 
able account.  Here  you  control  the  timing 
of  gains,  and  you  will  presumably  sit  on 
winners  (or  give  them  away  to  charity  or 
to  low-bracket  dependents). 

•  If  you  can,  use  a  Roth  account  for 
funds  in  need  of  shelter.  You  get  no 
deduction  for  the  money  going  in  but  owe 
no  tax  on  profits  coming  out.  Couples 
with  incomes  up  to  $160,000  can  set  up  a 
Roth  IRA.  People  at  any  income  level  can 
have  a  Roth  401(k),  and  a  lot  of  employers 
are  beginning  to  offer  the  option. 

•  If  you  do  go  for  a  "tax-managed" 


With  the  latter,  you  tell  the  broker  which 
shares  to  sell,  as  in:  "Please  sell  all  fund 
shares  purchased  on  Jan.  2,  1993." 

Obviously,  average  cost  is  the  easier 
method,  and  your  fund  will  usually  track  it 
for  you.  But  specific  identification  gives  you 
the  option  of  selling  higher-basis  shares 
first  and,  in  the  case  of  long-term  holding, 
saving  significant  taxes.  If  you  want  to  go 
this  route,  be  leery  of  two  traps.  The  first 
is  that  reinvesting  your  distributions  could 
create  a  bookkeeping  nightmare.  The 
second  is  that  if  you  have  ever  used  the 
average-cost  method,  you  can't  switch  back 
to  specific  identification,  although  you  can 
switch  the  other  way.  F 
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Most  bond  fund  managers  are  restricted  to 
buying  one  type  or  maturity.  Carl  Kaufman 
has  no  such  limits  |  By  James  M.  Clash 


CARL  KAUFMAN  DISLIKES  HOW 
stratified  many  bond  funds  are 
by  maturity  and  by  credit 
quality.  "We  don't  have  hand- 
cuffs, so  we  get  to  use  com- 
mon sense,"  says  Kaufman,  describing  his 
method  of  picking  bonds  for  smallish 
($60  million  assets)  Osterweis  Strategic 
Income. 

Osterweis'  charter  allows  him  to  buy  any 
kind  of  bond  he  chooses,  from  high  yield 
to  high  grade,  from  mortgages  to  inter- 
national. And  any  maturity — short,  inter- 
mediate, long.  The  flexibility  has  served  his 
investors  well:  Strategic  Income  has  returned 
an  annual  9%  since  inception  four  years  ago. 
So  far  this  turbulent  year  it  has  returned 
5.2%,  ranking  Kaufman  number  one  among 
the  189  funds  in  research  firm  Morn- 
ingstar's  multisector  bond  category. 

"A  lot  of  funds  are  style-driven,"  says 
Kaufman,  shaking  his  head  at  his  eighth- 
floor  San  Francisco  office.  "It's  easier  for 
the  marketing  guys." 

Multisector  bond  funds  have  outpaced 
other  types  of  bond  funds  except  for  high- 


paying  emerging  market  paper 
(up  13.3%  annually  over  three 
years)  and  domestic  junk  bonds 
(8.4%),  both,  of  course,  riskier. 
Over  the  period,  multisector  is 
up  7%  annually,  edging  past 
next-ranked  (6.4%)  "target 
maturity  bond  funds,"  which 
appreciate  as  they  reach  a  payoff 
date,  say  2026.  Many  funds  in  the  multi- 
sector  category  are  closed  to  new 
investors,  are  reserved  for  institutions  or 
carry  loads.  We  culled  six  without  those 
impediments  (see  table). 

The  most  famous  hybrid  bond  fund  is 
Pimco  Total  Return  (assets:  $93  billion), 
managed  by  the  celebrated  William  Gross. 
Gross'  performance  since  his  1987  start 
there  has  been  remarkable,  yet  the  smaller 
and  more  nimble  Osterweis  fund  has  out- 
done him  lately.  Over  three  years  Oster- 
weis is  ahead  an  annual  7.2%  to  the  Pimco 
fund's  3.9%.  Pimco  has  a  3.75%  load, 
Osterweis  none. 

To  Kaufman,  the  beauty  of  multisector 
bond  buying  is  an  ability  to  navigate  fixed- 


Kaufman  ma 
shuttle  mone 
between  junk 
and  Treasurys, 


Go- Anywhere  Funds 

These  good  no-load,  multisector  bond  funds  are  open  to  new  investors. 


FUND 

TOT A I  RF 
3- YEAR 
ANNUALIZED 

ruRN 

LATEST 
12  MONTHS 

YIELD 

ANNUAL 
EXPENSES 
PER  $100 

Atlas  Strategic  Income 

6.8%  1.8% 

6.6% 

$1.23 

Fidelity  Strategic  Income 

8.2 

4.5 

5.4 

0.75 

Metropolitan  West  Strategic  Income 

7.9 

3.8 

5.4 

1.91 

Osterweis  Strategic  Income 

7.2 

6.6 

6.7 

1.50 

STI  Classic  Strategic  Income  Fund-I 

5.7 

1.7 

4.5 

0.76 

T  Rowe  Price  Spectrin,! !  o)me  Fund 

6.9 

3.5 

4.4 

0.71a 

Peformance  through  July  31.  a:  Net  of  absorption  by  fund  sponsor. 
Sources:  Forbes;  Upper;  Morningstar. 

income  cycles,  which  relate  to  interest 
rates  and  economic  growth.  Treasurys  do 
much  better  than  other  bonds  in  reces- 
sions. In  2002  intermediate  government 
bond  funds  returned  9.3%  while  junk 
funds  lost  1.3%.  In  an  economic  rebound, 
high-yield  bond  funds  do  better  since 
their  odds  of  defaulting  recede.  In  2003 
junk  returned  24.6%  while  intermediate 
governments  managed  only  2%. 

Because  of  a  flat  yield  curve  now, 
where  longer-term  bonds  return  not 
much  more  than  short-term  paper,  Kauf- 
man and  comanager  Gregory  Hermanski 
see  the  best  opportunities  in  short  matu- 
rities. They  also  are  partial  to  convert- 
ibles— and  junk,  like  Newark  Group's 
9.75s,  due  2014.  At  96  cents  on  the  dollar, 
the  recycled  paperboard  company's  issue 
yields  10.5%  to  maturity. 

Other  multisector  bond  funds  have 
different  approaches.  Fidelity  Strategic 
Income  aims  to  have  30%  of  its  portfolio 
in  international  bonds,  half  in  emerging 
markets.  Kaufman  has  zip  in  internation- 
als and  is  especially  leery  of  emerging 
markets — Brazil,  Russia,  India  and  Mex- 
ico— because  their  bonds  have  already 
run  up  so  much.  A  ten-year  Mexican 
bond  yields  only  1.1  percentage  points 
more  than  a  comparable  U.S.  Treasury. 

For  more  on  Kaufman,  see 
www.forbes.com/extra.  F 
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The  focus  is  on 


10  yards  at  a  time. 
But  seeing  beyond  that 

is  the  real  key  to  success. 


\s  Donovan  McNabb  can  tell  you,  the  keys  to  winning  football  are  hard  work 
and  a  good  game  plan.  As  it  happens,  those  are  also  the  keys  to  a  successful 
'etirement.  At  Lincoln  Financial  Group,  we  can  provide  all  the  tools  you  need  to 
lelp  your  hard  work  pay  off  today  and  provide  you  with  the  retirement  income 
security  you  want  in  the  future.  For  details,  see  your  financial  advisor,  visit 
-FG.com  or  call  1  -877-ASK-UNCOLN. 

Retirement     Investments     Financial  Strategies     Life  Insurance 


□  Lincoln 


Financial  Group® 

Hello  future: 


ecurities  distributed  by  Lincoln  Financial  Distributors,  Inc.,  member  NASO,  SIPC  Insurance  offered  through  Lincoln  affiliates  Lincoln  Financial  Group  is  the 
larketing  name  for  Lincoln  National  Corp.  and  its  affiliates.  ©2006  Lincoln  National  Corp,  LFD0606-0986 


LINCOLN  FINANCIAL  GROUP  IS  THE  PROUD  SPONSOR  OF  LINCOLN  FINANCIAL  FIELD 


CHINA  LUXURY  SUMMIT  2(K 

'.  t;0     Vying  for*,  emerging  mil  lucrative  China  luxury  madij 

Nov  2nd  and  3rd,  2006 
Westin  Shanghai,  China 


2006 


Join  us  for     (jiflfceM-uilikcr  luxury  miustrji  SHmmil  in 
iKtenicUiotW  vkw  btliUraiinQ  oh  t&e  recipe  for  success  iw 
most  important  marfet 


me 

Mochi  Craft 


ffl  Highlights 

Strategic  long-term  planning  for  the  China  luxury 
market  to  welcome  the  bourgeoning  success 
Luxury  brand  management  -  International 
experiences  combined  with  China  characteristics 
Critical  insights  into  the  consumer  behaviors  of  die 
super  rich  in  China 

Superior  customer  service;  an  incorporated  reason 
for  being  luxury 

Assessing  the  growing  opportunities  in  the  New 
luxury  market 

Mergers  &  Acquisitions  -  the  new  opportunities  for 
Chinese  luxury  investors 
New  concept  of  high-end  department  store - 
harmonious  mix  of  luxury  elements 
Strengthening  brand  awareness  with  optimized 
marketing  promotion  and  innovative  advertising 
Intellectual  property  protection  -  constant  joint 
endeavors  prevail 
Luxury  travel 
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FUND  survey: 


Mill 


Survivor 


Alert 


Time  was,  only  a  spouse  got  good  tax  treatment 
inheriting  a  401  (k).  But  the  law  just  changed  to 
benefit  other  heirs  |  By  Ashlea  Ebeling 


ANYONE  OTHER  THAN  A 
spouse  used  to  get  ham- 
mered on  taxes  by  inherit- 
ing a  401  (k):  a  child,  sibling 
or  significant  other  outside 
the  bounds  of  marriage.  But  an  obscure 
provision  tucked  into  the  massive  pension 
reform  that  became  law  in  August  has 
dramatically  improved  the  tax  treatment 
of  the  retirement  accounts  left  to  benefici- 
aries other  than  a  legal  spouse.  The 
Human  Rights  Campaign,  a  gay  rights 
lobbying  group,  pushed  for  this  change. 
The  result,  though,  is  far  broader,  poten- 
tially benefiting  anybody  who  has  a 
401(k),  is  in  line  to  inherit  one  or  has 
recently  inherited  one. 

Employers  commonly  require  that  a 


401(k)  be  closed  out  within  one  to  five 
years  after  a  worker's  death.  Under  the  old 
law,  surviving  spouses  could  roll  the 
401(k)  money  into  their  own  individual 
retirement  accounts,  allowing  them  to 
stretch  out  distributions  and  tax  deferral 
for  decades.  Yet  all  other  beneficiaries  had 
to  take  the  cash  directly— meaning  they 
also  had  to  take  an  immediate  income  tax 
hit.  (Most  money  now  sitting  in  retire- 
ment accounts  was  put  there  before 
income  tax  and  is  taxed  at  withdrawal  at 
ordinary  federal  income  rates  that  now 
top  out  at  35%.) 

Under  the  new  law,  beginning  on  Jan. 
1,  2007,  401(k)s  will  acquire  the  same 
stretch-out  flexibility  that  IRAs  have  had 
for  years.  More  precisely,  the  inherited 
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You  have  better  things  to  do  with  your  time  than  worry  about  finances.  That's  our  job.  And  we're  very  good  at  it. 
We  take  the  time  to  get  to  know  you,  your  business  and  your  goals.  Once  we  develop  your  plan,  we  continually 
re-evaluate  it.  Making  adjustments  over  time.  Using  all  our  resources  to  see  the  opportunities  and  risks  that  may  lie 
ahead.  Anticipating  change,  rather  than  reacting  to  it.  Because  it's  your  life  and  your  money.  We  want  to  help  you 
make  the  most  of  both.  If  you'd  like  to  know  more,  call  William  Morrison  at  1-800-468-2352  or  visit  northerntrust.com. 


Northern  Trust 
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FUND  SURVEY 


When  a  global  leader  in  building 
management  needed  to  update  its 
IT  systems,  Web  services  were  an 
integral  component  of  the  solution 
Critical  information  became  more 
accessible,  opening  up  new  levels 


of  accessibility  for  employees. 

lb 

i^Vhen  you  give 

fyour  people  the 

right  tools,  success 

is  inevitable. 

Now,  customers  can  access 
building  controls  remotely  and 
share  data  between  separate 
applications.  The  net  result 
is  an  increase  in  cost  savings 
and  productivity. 

See  the  full  details  of  this  case  study 
at  microsoft.com/peopleready 


Your  potential.  Our  passion.  " 

Microsoft 


©  2006  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  "Your 
potential.  Our  passion."  are  either  registered  trademarks  or  trademai  ks 
of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 


401(k)  can  be  converted  into  an  inherited 
IRA  and  enjoy  the  stretch-out  capability  of 
the  latter.  With  a  stretch-out  IRA  you  leave 
the  account  to,  say,  your  kids,  and  they 
keep  the  tax  deferral  going  over  their  own 
life  expectancies,  which  could  be  decades. 
Until  now  a  worker  who  failed  to  convert 
a  401(k)  into  an  IRA— for  example, 
because  he  died  on  the  job — and  left  the 
money  to  nonspouse  beneficiaries,  would 
bequeath  those  heirs  a  tax  headache. 

Stretch-out  is  a  godsend  to  youngsters 
inheriting  retirement  money.  A  20-year- 
old  heir  gets  63  years  to  withdraw  all  the 
money;  a  50-year-old  year  gets  34  years. 
(You  can  always  take  cash  out  of  an  inher- 
ited IRA  sooner,  without  any  penalty,  no 
matter  what  your  own  age  is.) 


The  change  means  workers  should 
take  another  look  at  the  beneficiary  line 
on  their  40 1  (k)  forms,  says  Edward  Slott,  a 
CPA  who  runs  Irahelp.com.  Remember, 
under  federal  law,  these  forms,  not  your 
will,  govern  who  gets  retirement  money 
when  you  die. 

If  your  spouse  is  otherwise  provided 
for  (and  agrees  to  waive  his  or  her  right  to 
inherit),  maybe  you  should  leave  your 
stash  to  your  kids  or  even  your  grandkids 
instead  of  your  spouse.  Even  if  you  con- 
tinue to  name  your  spouse  as  primary 
beneficiary,  you'll  likely  want  to  name 
your  children  and/or  grandchildren  as 
contingent  beneficiaries.  That  way,  if  your 
spouse  dies  before  you  or  decides  at  your 
death  to  pass  on  the  401(k)  immediately 
to  the  kids  (via  what  is  called  a  dis- 
claimer), they'll  be  able  to  stretch  out  tax 
deferral.  If  they're  not  named  on  the  form, 
typically  the  money  goes  to  your  estate 
and  the  deferral  ends  within  five  years. 

The  new  law  also  makes  it  possible  to 
name  a  trust  as  a  beneficiary  of  your 
401(k)  without  nasty  tax  consequences. 
But  get  advice  if  you  want  to  do  this,  and 
don't  name  an  elderly  relative  as  a  benefi- 
ciary, even  as  a  backup.  Minimum  payouts 
will  be  keyed  to  the  life  expectancy  of  the 
oldest  beneficiary. 
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Here's  a  surprise:  If  you've  inherited  a 
401  (k),  you  can  use  the  new  deferral  break 
for  any  funds  still  left  in  the  account  after 
Jan.  1 .  If  you  inherited  in  2002  and  haven't 
taken  the  money  yet,  you  might  need  a 
special  IRS  ruling.  Consult  a  lawyer. 

Robert  Keebler,  a  CPA  with  Virchow 
Krause  in  Green  Bay,  Wis.,  has  several 
clients  who  have  inherited  multimillion- 
dollar  401  (k)s  and  plan  to  move  the 
money  to  inherited  IRAs  next  year.  One  is 
a  55-year-old  woman  who  just  inherited  a 
$2.1  million  account  from  a  male  friend. 
Instead  of  having  to  drain  it  within  five 
years  and  pay  $735,000  in  federal  income 
taxes  at  the  top  35%  rate,  she'll  transfer  it 
into  an  inherited  IRA  and  have  30  years  to 
draw  it  down. 


In  addition  to  getting  extra  years  of 
deferral,  she'll  be  taking  smaller  annual 
payouts,  so  she  won't  be  pushed  into  the 
top  tax  bracket.  "It's  a  pretty  powerful 
deal,"  Keebler  says. 

Warning:  Congress  calls  this  new  pro- 
vision the  nonspouse  rollover,  although 
the  normal  "rollover"  rules  don't  apply.  A 
nonspouse  can't  allow  the  company  to  cut 
him  a  check  and  then  deposit  it  himself  in 
an  IRA  within  60  days.  The  money  must 
be  transferred  directly  from  the  company 
401(k)  to  an  inherited  IRA  administered 
by  a  mutual  fund  company  or  other  finan- 
cial trustee.  If  you  make  a  mistake  and 
take  the  money  out  yourself,  the  IRS  won't 
let  you  fix  it. 

A  surviving  spouse  has  more  flexi- 
bility. A  widow  or  widower  can  roll 
401(k)  funds  into  an  IRA  in  his  or  her 
own  name  and  delay  withdrawals  until 
the  Apr.  1  after  he  or  she  turns  70  lA.  Or, 
if  the  surviving  spouse  is  young  and 
might  need  the  money  before  age 
59/4 — the  age  at  which  penalty-free  with- 
drawals from  an  IRA  in  your  own  name 
can  begin — the  survivor  can  move  the 
cash  to  an  inherited  IRA,  just  as  any 
other  beneficiary  could.  "The  spouse  is 
like  the  queen  in  chess.  She  can  make 
any  move,"  says  Slott.  F 


"The  spouse  is  like  the  queen  in 

chess.  She  cai 
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JEUND  SURVEY 


Conservative  Contrarians 

How  Delafield  Fund  prospers  from  buying 
unloved  stocks  By  William  Heuslein 


J.  Dennis  Delafield  (right)  a 
Vincent  Sellecchia  look  for 
botched  acquisitions  and  other 

calamities. 


SAY  "CAPITAL  PRESERVATION"  AND  MOST  FOLKS  WOULD 
think  of  investments  in  U.S.  Treasurys.  Or  perhaps  blue 
chips.  But  knocked-down  stocks?  Well,  the  guys  run- 
ning the  Delafield  Fund  prove  that  you  can  make  big 
money  pursuing  what  they  charitably  call  "special 
situations" — the  battered  and  bruised — and  still  limit  your  risk. 

Longtime  partners  and  New  Yorkers  J.  Dennis  Delafield  and 
Vincent  Sellecchia  have  successfully  piloted  the  $425  million 


(assets)  Delafield  Fund  to  its  second  appearance  on  the  Honor 
Roll.  What  immediately  catches  the  eye  is  the  A+  grade  we 
reckon  their  fund  deserves  for  its  performance  during  down 
markets  (along  with  a  solid  B  grade  in  bull  markets).  Only  one 
other  2006  Honor  Roll  member,  Bruce  Fund,  earns  an  A+  from 
us  for  its  showing  during  bearish  times. 

Since  it  was  launched  13  years  ago,  Delafield  has  had  only  two 
years  where  the  returns  were  in  negative  territory:  rocky  1998  and 


Bruce 
Fund 


Robert  Bruce  800-872-7823 


MARKET  PERFORMANCE 


UP 


DOWN 


Keeley  Small  Cap 
Value  Fund 

John  Keeley  Jr  888-933-5391 


MARKET  PERFORMANCE 


UP 


DOWN 


Mairs  &  Power 
Growth  Fund 

William  Frels  800-304-7404 


MARKET  PERFORMANCE 


A«J  A 


ANNUAL  TOTAL  RETURN' 


15% 


RESULTS  ON  $i  0,000  INVESTED2  $61,685 

RESULTS  ON  $1 0,000  INVESTED2  $53,474 

RESULTS  ON  $1 0,000  INVESTED2  $50,682 

MAXIMUM  SALES  CHARGE        NO  LOAD 

MAXIMUM  SALES  CHARGE  4.50% 

MAXIMUM  SALES  CHARGE        NO  LOAD 

ANNUAL  EXPENSES  PER  $100  $1.03 

ANNUAL  EXPENSES  PER  $100  $1.52 

ANNUAL  EXPENSES  PER  $1 00  $0.70 

YEARLY  PORTFOLIO  TURNOVER3  10% 

YEARLY  PORTFOLIO  TURNOVER3  23% 

YEARLY  PORTFOLIO  TURNOVER3        3  % 

On  the  Honor  Roll  for  the  second  year. 
Now  at  the  head  of  the  class,  after 
being  No.  2  in  2005.  Managed  out  of 
Chicago  by  Robert  Bruce,  74,  for  23 
years,  along  with  son  Jeffrey,  46. 
Wow  factor:  Earns  two  A+  grades 
from  us  for  bull  and  bear  market 
performance.  Eclectic  portfolio  of 
stocks,  bonds  (corporate  bonds  and 
corporate  convertibles)  and  cash. 

On  the  Honor  Roll  for  a  third  time. 
Keeley  Small  Cap  Value  is  the  only  load 
fund  on  the  2006  list.  Performance  has 
attracted  new  money,  quadrupling 
assets  in  a  year  to  $2.4  billion.  Keeley 
preferences  include  companies  exiting 
bankruptcy,  those  cheap  relative  to 
book  value  and  spun-off  subsidiaries. 
Biggest  sector  commitment  now  is  to 
industrials 

Quintessential  Forbes  Honor  Roll  fund, 
on  the  list  for  eight  of  the  past  ten 
years.  William  Frels  in  charge  after 
veteran  manager  George  Mairs 
stepped  aside  two  years  ago.  Longtime 
focus  on  companies  headquartered  in 
and  around  the  Twin  Cities,  such  as 
3M,  Target,  Medtronic.  Mairs  &  Power 
Growth  was  launched  in  1958.  Fund 
is  also  a  Forbes  Best  Buy. 
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Delafield  Fund 

Multiple  managers  800-221-3079 


MARKET  PERFORMANCE 

UP 

DOWN 

B 

A+ 

ANNUAL  TOTAL  RETURN' 

KtbULIb  UN  JIU.UUU  IIWbslbD 

MAXIMUM  bALtS  LHAKOt 

MO i n&n 

ANNUAL  EXPENSES  PER  $100 

$  1.33a 

YEARLY  PORTFOLIO  TURNOVER3 

71% 

14% 


2002.  (While  Delafield  lost 
7.5%  in  2002,  the  S&P  500 
lost  22.1%.)  Delafield  and 
Sellecchia  want  improving 
balance  sheets,  steady  earn- 
ings growth,  copious  free 
cash  flow.  They  also  want 
cost-cutting  managers,  skilled 
capital  allocators  who  can 
smartly  deploy  that  free  cash. 
They  find  the  most  opportunity  among  small  and  midcap  stocks. 

Since  early  1994,  the  starting  point  for  our  survey  calcula- 
tions— we  look  at  four  market  cycles — Delafield  Fund  has  pro- 
duced a  tidy  14%  annualized  total  return.  The  S&P  500  did  10%. 
A  $10,000  investment  in  the  fund  12  [/i  years  ago  is  now  $43,400 
after  considering  expenses  and  taxes.  Had  you  put  ten  grand  into 
the  cheap  Vanguard  500  Index  Fund  back  then,  youd  have  only 
$30,200  today.  So  far  this  year,  in  a  range-bound  market,  Delafield 


is  up  6%,  a  bit  ahead  of  the  S&P  500. 
|  While  the  below-the-radar  Delafield  Fund  has  a  certain, 

almost  famous  aura — marketing  isn't  exactly  a  priority — there 

are  boldface  connections  going  way  back.  Dennis  Delafield,  70, 
was  the  private  money  manager  for  the  Ziffs  (of  publishing  fame 
and  Forbes  400  renown)  for  23  years  starting  in  1967.  Then  in  1990 
the  enterprising  Ziff  children  decided  to  take  over  the  $900  million 
pile  they  had  with  Delafield  and  set  up  a  family  office.  While  the 
parting  was  amicable,  Delafield  Asset  Management  shrank  overnight. 

From  Dennis  Delafields  paper-strewn  Fifth  Avenue  office  at 
Rockefeller  Center,  Delafield  and  Sellecchia,  54,  explain  their 
value  investment  strategy.  Maybe  there's  been  a  missed  earnings 
forecast,  a  botched  acquisition,  a  screwed-up  business  unit.  If  the 
company's  valuation  makes  sense,  they  buy.  And  the  world  often 
comes  around  to  their  way  of  thinking. 

With  a  buyout,  perhaps.  On  one  good  day  in  August  came  the 
news  that  two  of  Delafields  50-odd  portfolio  companies  were 
being  acquired:  aluminum  recycler  and  roller  Aleris  International 
(by  private  equity  firm  Texas  Pacific  Group,  for  $1.7  billion  plus 
$  1 .6  billion  of  assumed  debt)  and  car  dealership  software  maker 
Reynolds  &  Reynolds  (by  rival  Universal  Computer  Systems,  for 
$2.8  billion  including  debt).  F 


Muhlenkamp 
Fund 

Ronald  Muhlenkamp  800-860-3863 


MARKET  PERFORMANCE 


UP 


DOWN 


Third  Avenue 
Value  Fund 

Martin  Whitman  800-443-1021 


MARKET  PERFORMANCE 


UP 


DOWN 


Stratton  Small-Cap 
Value  Fund 

Multiple  managers  800-634-5726 


MARKET  PERFORMANCE 


UP 


DOWN 


a  ;  b 


ANNUAL  TOTAL  RETURN' 


14% 


B  A 


ANNUAL  TOTAL  RETURN' 


RESULTS  ON  $1 0,000  INVESTED2    $47,61 0 

RESULTS  ON  $10,000  INVESTED2  $45,327 

RESULTS  ON  $10,000  INVESTED2  $44,771 

MAXIMUM  SALES  CHARGE        NO  LOAD 

MAXIMUM  SALES  CHARGE        NO  LOAD 

MAXIMUM  SALES  CHARGE        NO  LOAD 

ANNUAL  EXPENSES  PER  $100  $1.06 

ANNUAL  EXPENSES  PER  $100  $1.10 

ANNUAL  EXPENSES  PER  $100      -  $1.28 

YEARLY  PORTFOLIO  TURNOVER3  6% 

YEARLY  PORTFOLIO  TURNOVER3  16% 

YEARLY  PORTFOLIO  TURNOVER3       15%  -. 

It's  the  sixth  straight  year  on  the 
Forbes  list  for  Ronald  Muhlenkamp. 
He  prefers  companies  with  return  on 
equity  above  14%,  revenue  growth  of 
at  least  10%  a  year.  But  the  past  year 
has  been  tough:  Morningstar  data 
show  Muhlenkamp  bringing  up  the 
rear  among  large  value  funds.  Big 
positions  in  home  builders  previously 
juiced  returns.  Not  now. 

This  month  deep-value  investor  Martin 
Whitman  turns  82.  He  intends  to  keep 
working  but  has  finally  chosen  a 
successor,  Curtis  Jensen,  44.  Investment 
theme:  Cheap  is  good  but  must  be 
safe.  Whitman  has  recently  been  a  big 
buyer  of  Intel  for  flagship  fund  Third 
Avenue  Value.  Some  40%  of  assets 
invested  outside  of  the  U.S.  Four  of 
the  last  five  years  on  the  Honor  Roll. 

Managers  Gerald  Van  Horn,  32,  and 
James  Stratton,  69,  screen  for  stocks 
using  their  own  valuation-driven 
quantitative  model.  Second  year 
on  the  Honor  Roll.  Sector  wagers 
common  here.  Recently  19%  of 
portfolio  dedicated  to  energy  stocks, 
13%  in  technology.  Biggest  holding  is 
Tetra  Technologies,  an  oil-and-gas 
services  outfit  that's  up  83%  in  2006. 
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The  Honor  Roll 

Cut  to  the  Chase 

We  set  our  standards  high  in  our 
search  for  great  funds  to  hold  for 
the  long  term.  Here's  how  we 
gauge  them  |  By  William  Heuslein 

YOU  WANT  TO  OWN  A  FUND  THAT  POSTS  GREAT 
returns  and  doesn't  unduly  sap  you  with  fees, 
expenses  and  taxes.  In  our  yearly  Honor  Roll  we 
find  those  exceptional  funds  that  pair  impressive 
long-term  performance  with  the  frequently  under- 
appreciated trait  of  consistency. 

Consistency?  Our  ten-member  Honor  Roll  of  2006  is 
remarkably  similar  to  last  year's  cast;  only  one  fund  from  2005 
didn't  survive  our  latest  challenge.  There  are  two  reasons  for  the 
steadiness  in  the  list.  One  is  that  our  measurement  period  goes 
way  back  (to  Jan.  31,  1994).  The  other  is  that  we  put  particular 
emphasis  on  how  well  a  fund  holds  up  in  a  down  market.  About 
most  of  these  funds  you  could  say:  It's  not  that  they  make  more, 


it's  that  they  lose  less.  Raw  performance,  the  usual  metric  of  fund 
raters,  tends  to  reward  funds  that  are  lucky  in  spurts. 

To  assess- long-term  performance  we  look  at  how  well  funds 
have  fared  over  four  market  cycles.  Funds  have  to  earn  a  B  grade 
or  higher  in  down  markets  and  at  least  a  C  in  up  markets. 
Calamos  Growth  Fund,  an  Honor  Roll  member  for  three  years 
running,  fell  off  the  list  this  year  because  its  down  market  grade 
slipped  to  a  C. 

We  put  contenders  through  a  battery  of  tests.  Managers  must 
have  been  on  the  job  for  at  least  six  years.  The  logic:  The  record 
you  see  is  from  the  manager  you  get.  We  want  portfolio  diversi- 
fication, which  eliminates  some  exceptional  sector  funds,  such  as 
the  stellar  Vanguard  Health  Care  Fund.  Another  stipulation: 
Honor  Roll  members  must  be  open  to  new  investors.  That  bars 
now-closed  former  Honor  Roll  members  Dodge  &  Cox  Stock 
Fund,  FPA  Capital  Fund,  Fidelity  Low-Priced  Stock  Fund  and 
T.  Rowe  Price  Mid-Cap  Growth  Fund. 

We  calculate  hypothetical  investment  results  in  dollar  terms 
after  considering  any  sales  commissions  and  taxes  forked  over  by 
an  upper-income  investor  who  put  $10,000  to  work  on  Jan.  31, 
1994.  As  always,  we  factor  in  the  tax  on  distributed  capital  gains 
but  not  on  the  unrealized  appreciation  in  the  fund's  shares. 

By  July  2006  investors  would  have  at  least  quadrupled  their 
money  in  any  of  these  ten  Honor  Roll  funds.  In  the  list-leading 
Bruce  Fund  it  would  have  sextupled.  F 


Osterweis 
Fund 

John  Osterweis  866-236-0050 


MARKET  PERFORMANCE 


UP 


DOWN 


Weitz  Partners 
Value  Fund 

Wallace  Weitz  800-304-9745 


MARKET  PERFORMANCE 


UP 


DOWN 


Weitz  Value 
Fund 

Wallace  Weitz  800-304-9745 


Ik  B 


ANNUAL  TOTAL  RETURN1 


C  A 


13% 


RESULTS  ON  $10,000  INVESTED2 

$41,700 

RESULTS  ON  $10,000  INVESTED2 

$39,893 

RESULTS  ON  $10,000  INVESTED2 

$39,081 

MAXIMUM  SALES  CHARGE 

NO  LOAD 

MAXIMUM  SALES  CHARGE 

NO  LOAD 

MAXIMUM  SALES  CHARGE 

NO  LOAD 

ANNUAL  EXPENSES  PER  $100 

$1.26 

ANNUAL  EXPENSES  PER  $100 

$1.14 

ANNUAL  EXPENSES  PER  $100 

$1.12 

YEARLY  PORTFOLIO  TURNOVER3 

30% 

YEARLY  PORTFOLIO  TURNOVER3 

36% 

■ 

YEARLY  PORTFOLIO  TURNOVER3 

40% 

Third  year  Osterweis  makes  the  cut. 
Lead  manager  John  Osterweis  and  his 
posse  concentrate  on  stocks  that, 
though  out  of  favor,  produce  a  lot 
of  free  cash  flow — cash  flow  from 
operations  minus  capital  spending — 
and  have  a  catalyst  to  ignite  growth. 
Equities  account  for  90%  of  fund 
assets.  Biggest  holdings  include  SLM 
Corp.,  Invitrogen,  Johnson  &  Johnson. 


Fourth  consecutive  year  on  the  Honor 
Roll  for  Weitz  Partners  Value.  Wallace 
Weitz  a  fixture  in  our  Honor  class  since 
2000.  This  is  the  third  occasion  Wally's 
had  two  funds  on  the  roster  at  the 
same  time.  Omaha  money  man  is  from 
the  Benjamin  Graham  and  Warren 
Buffett  school  of  investing.  Berkshire 
Hathaway  among  his  biggest  holdings. 
Dell  is  a  new  position  for  Weitz. 


Welcome  back,  Weitz  Value.  Just 
missed  the  Honor  Roll  in  2005,  landing 
in. the  on-deck  position  at  No.  11. 
Now  returns  for  the  sixth  time  in  the 
past  seven  years.  Quite  similar  to 
sibling  Weitz  Partners  Value  in  looks 
and  performance.  Holds  Berkshire, 
Liberty  Media,  Countrywide  Financial 
and  Tyco  International.  Recently  made 
large  wager  on  UnitedHealth. 


a:  Net  of  absorption  of  expenses  by  fund  sponsor.  'Total  return  (average  annual)  for  domestic  funds,  from  1/31/94  to  7/31/06  before  deducting  loads  and  taxes. 
'Hypothetical  value  on  7/31/06  of  $10,000  invested  1/31/94,  after  load  and  taxes.  Assumptions:  Capital  gains  and  income  distributions  are  taxed  at  the  highest  marginal 
rate  in  effect  at  the  time.  Loads  applied  at  7/31/06  rate.  3Lesser  of  security  sales  or  purchases  divided  by  average  net  assets. 
Sources:  Forbes;  Upper;  Momingstar. 


170 


FORBES      SEPTEMBER  18,  2006 


Now  would  be  a  good  time  to  introduce  ourselves. 


You  might  not  know  us  yet,  but  you  soon  will. 

We're  TD  Bank  Financial  Group  -  one  of  North 
America's  ten  largest  banks.  And  for  the  past  150  years, 
we've  prided  ourselves  on  our  commitment  to  the  highest 
level  of  customer  service. 

Now  with  our  investment  in  TD  AMERITRADE, 

a  leading  financial  firm 
dedicated  to  helping 
independent  minded  investors,  investors  can  find  guidance, 
tools  and  straightforward  pricing  to  help  them  thrive 
with  confidence. 


AMERITRADE 


We  also  offer  TD  Banknorth's  straight  talking 
and  truly  hassle  free  approach  to  banking.  And  with 
over  600  branches  and       f _  . 

fcfl]  Banknorth 

growing,  TD  Banknorth 

gives  you  easy  access  to  better  serve  your  needs. 

Add  all  this  up  and  TD  Bank  Financial  Group  is 
even  better  positioned  to  pay  serious  attention  to  what 
counts  -  you. 

If  you'd  like  to  find  out  more,  ask  one  of  our 
14  million  customers.  Better  yet,  visit  us  online  at 
www.td.com  to  learn  more. 


www.tdameritrade.com 


www.tdbanknorth.com 


Bank  Financial  Group 


0  AMERITRADE,  Inc.,  member  SIPC,  is  a  wholly  owned  subsidiary  of  TD  AMERITRADE  Holding  Corporation.  TD  Bonk  Financial  Group  investment  is  in  TD  AMERITRADE  Holding  Corporation.  Investment  products  held  in 
D  AMERITRADE  brokerage  accounts  are  NOT  FDIC  INSURED/NOT  BANK  GUARANTEED/MAY  LOSE  VALUE.  TD  AMERITRADE  is  a  trademark  owned  jointly  by  The  Toronto-Dominion  Bank  and  Amentrode  IP  Compaay,  Inc. 
D  Banknorth,  N.A.  -  Member  FDIC.  TD  and  the  TD  Logo  are  registered  trade-marks  of  The  Toronto-Dominion  Bank. 
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Best  Buys 

Funds  with  low  costs  and 
reasonable  performance. 

Almost  all  stock  pickers  have  good  and  bad  streaks,  and  that's  why 
overhead  may  make  the  difference  between  a  winner  and  a  loser  over 
the  long  term.  We  select  Best  Buy  funds  for  a  combination  of  high 
risk-adjusted  returns  and  low  costs.  For  equity  funds  we  weight  costs 
and  performance  equally.  For  bond  funds  we  pay  more  attention  to 
costs.  This  year  our  equity  Best  Buy  calculations  also  include  broker- 
age commissions  run  up  by  the  funds  portfolio  trading. 


$0.85  $2,500 

0.88p  25,000 

0.67  25,000 

1.00p  2,500 

0.84  2,500 

0.98e  2,000 

0.79p  500 

1.1 3p  2,500 

0.74  2,500 

1.1 9e  2,000 

0.26e  3,000 

0.25  3,000 

0.22  3,000 

0.1  Op  10,000 

1.27  1,000 

0.93  3,000 

1.56p  2,500 

0.64e  ^250^ 

1.07  2,500 

1.34  1,000 

1.20  1,000 

0.61e  3,000 

1.37  2,500 

1.39p  2,000 


SEE  FOOTNOTES  ON  PAGE  176 


FOR  MORE  FUNDS  GO  TO  WWW.FORBES.COM/FUNDSURVEY 
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rand  Turk  •  Anguilla  •  Tortola  •  St.  Barts  •  St.  Thomas 


November  25  -  December  5,  2006 
Round-Trip  Miami 
Crystal  Serenity 


Join  me  and  a 
team  of  world 
class  speakers  for 
a  truly  fabulous 
combination  of 
n  and  profit 
we  cruise 
Caribbean. 


Crystal  Cruises — the  #J  Cruise 
Line  in  the  World* 

*Named  "Best  Large-Ship  Line  "for  the  past  ten  consecutive 
years  in  readers'  surveys  conducted  by  Conde  Nast 
Traveler  and  Travel  +  Leisure  magazines. 


Cabin  prices  start  at  just  $6,240  per 
couple  for  a  six-star  cruise  &  seminar! 

To  receive  a  full-color  brochure  and  reserve  your  cabin 
call  800/530-0770  or  visit  www.InvestmentCruise.com 
and  mention  priority  code  005965. 

(outside  the  US  &  Canada,  please  call  941/955-0323,  9:00  am  -  5:00  pm  EST) 


JIINU  SURVEY 


juuuiliruu  uuuuuu  uuiruuuuui 


European  Funds 


Fidelity  Europe  Capital  Appreciation/343-3548 

7.5% 

25.3% 

$783 

18 

$8.8 

5 

$1.35 

$2,500 

Vanguard  European  Stock  lndex-lnv/662-7447 

4.8 

22.5 

20,057 

14 

39.7 

5 

0.33p 

3,000 

Fidelity  Europe/343-3548 

5.8 

20.9 

3,541 

18 

36.0 

4 

1.46 

2,500 

Fidelity  Nordic/343-3548 

4.3 

20.1 

318 

17 

12.6 

4 

1.41 

2,500 

Pacific  Funds 

El 

T  Rowe  Price  New  Asia/638-5660 

7.4 

13.6 

1,610 

16 

3.4 

3 

1.43 

2,500 

Fidelity  Southeast  Asia/343-3548 

9.3 

26.8 

1,327 

14 

5.6 

3 

1.79 

2,500 

|  »3 

Fidelity  Pacific  Basin/343-3548 

4.4 

28.5 

1,060 

20 

4.5 

2 

1.43 

2,500 

Balanced  Funds 


PPRPnRIUIANrF 

TOTAI  RF1 

URN 

MEDIAN 

UP  DOWN 

LATEST 

ASSETS 

WEIGHTED 

MARKET 

AVERAGE  EXPENSES 

MINIMUM 

6-YEAR 

12 

7/31/06 

AVERAGE 

CAP 

DURATION 

PER 

INITIAL 

FUND/800  PHONE 

ANNUALIZED 

MONTHS 

(SMIL) 

P/E 

($BIL) 

(YEARS)T 

$100 

INVESTMENT 

Balanced  Funds 

Vanguard  Wellesley  lncome-lnv/662-7447 

8.1% 

5.0% 

$11,830 

15 

$53.2 

5.4 

$0.24 

$3,000 

1 

Vanguard  Wellington  Fund-lnv/662-7447 

8.3 

8.9 

41,509 

17 

56.4 

5.0 

0.29 

3,000 

Berwyn  Income  Fund/992-6757 

9.2 

3.2 

222 

16 

6.4 

5.0 

0.72 

3,000 

Oakmark  Equity  &  lncome-l/625-6275 

12.1 

9.9 

10,769 

16 

16.8 

NA 

0.89 

1,000 

Fidelity  Balanced  Fund/343-3548 

7.9 

7.5 

19,788 

20 

13.3 

NA 

0.65 

2,500 

ond  Funds 


PERFORMANCE 


UP 

DOWN 

LATEST 

ASSETS 

AVERAGE 

EXPENSES 

MINIMUM 

6-YEAR 

12 

SEC 

7/31/06 

DURATION 

PER 

INITIAL 

FUND/800  PHONE 

ANNUALIZED 

MONTHS 

YIELD 

(SMIL) 

(YEARS) 

$100 

INVESTMENT 

■  Taxable-U.S.  Treasury 

Lfl  Vanguard  Long-Term  Treasury-lnv/662  7447 

7.0% 

-1.9% 

5.1% 

$2,088 

10.3 

$0.26 

$3,000 

B  Vanguard  Intermediate  Treasury-lnv/662-7447 

6.2 

1.0 

5.0 

3,810 

4.8 

0.26 

3,000 

1  American  Century  Target  201 5-1/826-8323 

7.9 

-1.2 

4.8 

192 

9.8 

0.58 

2,500 

1  American  Century  Target  2020-1/826-8323 

8.3 

-3.9 

5.0 

183 

NA 

0.58 

2,500 

1  Taxable-Ginn'°  Mae 

1  Vanguard  GNMA  Fund-inv/662-7447 

5.7 

2.0 

5.3 

23,007 

2.2 

0.21 

3,000 

1  Payden  GNMA  Fund/572-9336 

5.7  1.8 

4.9 

117 

2.9 

0.50 

5,000 

R|  USAA  GNMA  Trust'531  -8448 

5.3 

1.9 

5.1 

514 

2.2 

0.48 

3,000 

U|  Fidelity  Ginnie  Mae/343-3548 

5.2 

1.7 

5.0 

3,356 

2.0 

0.57 

2,500 

SEE  FOOTNOTES  ON  PAGE  176  |            FOR  MORE  FUNDS  GO  TO  WWW.FORBES.COM/FUNDSURVEY 
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TThich  is  why  a  farmer  is  rising 


And  a  trucker  is  beginning  a  3-day  journey 


And  why  ADM  is  turning  corn  and  whea 
cocoa  beans  into  your  fa^^^^f^ods 


Somewhere  in  the  heartland 


TThich  is  why  so  many,  work  so 
and  take  their  job  to  heart. 


d  is  sitting  down  to  breakfast. 


www.adrriworld.com 


RESOURCEFUL  BY  NATURE" 


>  SURVEYS 


Bond  Funds 


PERFO 
UP 

rman 

DOWN 

CE             '  '         _         '  ;  :'-■■>•' 

TOTAL  RE1 

"URN 
LATEST 

ASSETS 

AVERAGE 

EXPENSES 

MINIMUM 

6-YEAR 

12 

SEC 

7/31/06  . 

DURATION 

PER 

INITIAL 

FUND/800  PHONE 

ANNUALIZED 

MONTHS 

YIELD 

(SMIL) 

(YEARS) 

$100 

INVESTMENT 

1       3  DIG"  JUI1K 

A+ 

Westcore-Flexible  Income/dy^-zb/o 

8.4% 

3.1% 

7.4% 

$179 

4.3 

$0.85 

$2,500 

B 

Buttalo  High-Yield  Fund/492-8332 

7.9 

2.2 

5.4 

185 

NA 

1.02 

2,500 

A 

KID    1  1  >  ~~  U    iH^-nvHn    Dnn»J    Inn/Oil  (170/1 

NB  High  Income  Bond-lnv/o7/-y/UU 

6.6 

  1.7 

6.8 

587 

3.5 

0.91 

2,000 

Fidelity  Capital « lncome/343-3b4o 

6.6 

5.5 

6.5 

6,271 

NA 

0.78 

2,500 

i  ciXciiJicr-oiiuri  -  x ci in 

B 

Vanguard  Short-Term  Bond  lndex-lnv/bb2-/44/ 

4.6 

2.4 

5.3 

5,202 

2.5 

0.18 

3,000 

B 

Vanguard  Short-Term  Federal-lnv/662-7447 

4.7 

3.0 

5.1 

2,631 

2.0 

0.20 

3,000 

D 

Payden  Opportunity  Bond/b/Z-yiJb 

6.0 

1.8 

5.2 

104 

3.3 

0.52 

5,000 

A 

Vanguard  Short-Term  Inv  Grade-lnv/662-7447 

4.7 

3.4 

5.1 

17,460 

1.8 

0.21 

3,000 

To  v  o  Vil  a.  Ail  Art  in  m  .Tarm 



F 

Vanguard  Intermediate  Bond  lndex-lnv/662-7447 

6.7 

0.1 

5.6 

6,148 

5.9 

0.18 

3,000 

D 

Vanguard  Intermed  Inv  Grade-lnv/662-7447 

6.6 

0.9 

5.7 

4,915 

5.0 

0.21 

3,000 

B 

ii. w  lotai  Keturn  Bond-i/dob-Jozy 

7.0 

2.7 

4.9 

523 

3.7 

0.44 

2,000 

B 

uooge  a  lox  income  rjno/bz  i  oy/y 

6.6 

1.6 

5.5 

10,561 

3.2 

0.44 

2,500 

idAalJltJ  ijvFliy    lei  111 

D 

Vanguard  Inflation-Protected  Secs-lnv/662-7447 

7.9 

2.0 

2.4 

9,467 

6.6 

0.20 

3,000 

F 

Vanguard  Long-Term  Bond  lndex/662-7447 

7.6 

-2.6 

5.8 

2,009 

11.2 

0.18 

3,000 

F 

Vanguard  L-T  Investment  Grade-lnv/662-7447 

7.6 

-3.5 

6.2 

5,458 

11.6 

0.25 

3,000 

D 

American  Century  Inflation-Adj  Bond-lnv/826-8323 

7.4 

1.7 

12.2 

1,298 

6.0 

0.49 

2,500 

IViUIllUfjdl  OIIUI  l~  irflll 

A 

Vanguard  Limited-Term  Tax-Exempt-lnv/662-7447 

3.6 

2.1 

-  3.7  

6,667 

2.5 

0.16 

3,000 

A 

Fidelity  Short-Intermediate  Muni/343-3548 

 3.7   • 

1.9 

3.5 

1,527 

2.9 

0.49 

10,000 

A+ 

Vanguard  Short-Term  Tax-Exempt-lnv/662-7447 

2.8 

2.5 

3.5 

4,143 

1.1 

0.16 

3,000 

A 

Bernstein  Diversified  Muni/227-4618 

4.2 

1.7 

3.4 

3,550 

4.1 

0.61 

25,000 

Municipal-Medium  Term 

B 

Vanguard  High-Yield  Tax-Exempt-lnv/662-7447 

5.9 

3.5 

4.4 

5,271 

6.0 

0.16 

3,000 

D 

Vanguard  Insured  Long-Term  Tax-Ex-lnv/662-7447 

5.8 

2.4 

4.1 

3,089 

7.0 

0.16 

3,000 

F  ' 

Vanguard  Long-Term  Tax-Exempt-lnv/662-7447 

5.8 

2.4 

4.2 

2,209 

 6.7  

0.16 

3,000 

B 

Fidelity  Intermediate  Muni  Income/343-3548 

5.3 

2.3 

3.9 

1,988 

5.2 

0.42 

10,000 

Municipal-Long-Term 

|J 

T  Rowe  Price  Summit  Muni  Income/638-5660 

6.2 

3.1 

4.0 

288 

5.6 

0.50 

25,000 

D 

Fidelity  Municipal  Income/343-3548 

6.1 

2.5 

4.0 

4,466 

6.8 

0.47 

10,000 

Fidelity  Tax-Free  Bond/343-3548 

— *  2.5 

4.1 

413 

6.9 

0.25 

25,000 

c 

T  Rowe  Price  Tax-Free  Income/638-5660 

5.7 

2.7 

4.0 

1,456 

5.4 

0.53 

2,500 

Municipal-One  State 

D 

Vanguard  Calif  Long-Term  T-E-lnv/662-7447 

5.6 

2.8 

4.3 

2,416 

6.5 

0.16 

3,000 

D 

Vanguard  Mass  Tax-Exempt/662-7447 

5.5 

2.3 

4.1 

543 

6.6 

0.14 

3,000 

D 

Vanguard  NJ  Long-Term  Tax-Ex-lnv/662-7447 

5.6 

2.3 

4.1 

1,631 

6.7  

0.16 

3,000 

C 

Fidelity  New  York  Muni  Income/343-3548 

5.9 

2.1 

3.8 

1,352 

6.9 

0.48 

10,000 

D 

Vanguard  Penn  Long-Term  T-E-lnv/662-7447 

5.7 

2.2 

4.2 

2,297 

5.8 

0.16 

3,000 

FOR  MORE  FUNDS  GO  TO  WWW.FORBES.COM/FUNDSURVEY 


Six-year  return  from  July  31,  2000  to  July  31,  2006.  •  Fund  rated  for  three  periods  only;  maximum  allowable  grade:  A.  e:  Estimate,  p:  Estimate  based  on  prior  fiscal  year 
brokerage  commissions.  'Tax  efficiency  based  on  past  performance;  ranking  from  1  (best)  to  5  (worst).  2Cost  drag:  Annual  expense  ratio  plus  brokerage  commission  paid 
by  the  fund  for  buying  and  selling  securities.  NA:  Not  available.  Sources:  Forbes;  Upper;  Morningstar. 
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SPECIAL  ADVERTISING  SECTION 


First  Tee'sXSuccess 

Promises  a  Bright  Future 


June,  Jack  Nicklaus  appeared  before  the  U.S. 
House  of  Representatives  Committee  on  Education 
and  the  Workforce  in  his  role  as  an  honorary  co- 
chairman  of  The  First  Tee's  fundraising  efforts.  He  spoke 
loquently  about  the  role  that  the  program  —  and  the 
game  of  golf  —  can  have  in  shaping  young  peoples'  lives. 


ersity,  mental  strength  is  the  difference  between  success  and  failure,  rbs.com 


,  1 
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ADVERTISEMENT  4 

"Golf  is  a  wonderful  vehicle  for  teaching  life  lessons," 
Nicklaus  said.  "But  sometimes  it  is  the  people  you  meet  in 
the  game  of  golf  that  guide  you  to  the  most  important 
lessons.  Not  every  child  gets  the  kind  of  grounding  and 
positive  reinforcement  at  home  and  school  that  I  was  fortunate 
to  receive.  And  that  is  why  programs  like  The  First  Tee  are 
so  important. 

"The  First  Tee  uses  the  game  of  golf  to  teach  youngsters 
skills  that  enable  them  to  incorporate  positive  values  into 
their  behaviors,"  Nicklaus  added.  "The  First  Tee  is  based  upon 
nine  core  values:  honesty,  responsibility,  respect,  judgment, 
courtesy,  perseverance,  integrity,  confidence  and  sportsmanship, 
and  our  life  skills 
curriculum  ensures 
that  every  youngster 
who  comes  to  The 
First  Tee  is  taught 
more  than  the  game 
of  golf. 

"At  a  time  when  we 
need  to  do  everything 

we  can  to  promote  positive  values  in  our  children,  particularly 
thinking  beyond  themselves  and  caring  tor  others,  The  First 
Tee  has  adopted  that  mission  and  is  doing  it  effectively." 

Nicklaus'  sentiments  are  echoed  by  the  honorary  chair, 
former  President  George  Bush. 

"Those  of  us  who  share  an  enthusiasm  and  appreciation  for 
the  game  of  golf  recognize  that  it  is  truly  unique  in  the  sporting 
world,"  Bush  said.  "Not  only  is  golf  the  sport  of  a  lifetime,  but 
in  many  ways  it  is  a  lesson  in  life. 

"Golf  is  unique  in  the  lessons  it  teaches.  It's  a  game  of 
honor,  integrity  and  good  sportsmanship,"  he  added.  "Golf  is 
governed  by  the  players  themselves,  who,  by  sticking  to  the 
spirit  and  disciplines  of  the  game,  gain  the  personal  fulfillment 
of  pride,  self-esteem  and  self-discipline. 

"Wonderful  efforts  have  been  launched  by  golf  organizations 
and  associations  to  introduce  the  game  to  broad  spectrums  of 


the  population,  but  affordable  access  has  remained  a  problei 
once  someone,  particularly  a  child,  becomes  excited  about  t 
golf  experience,"  the  former  President  concluded.  "Never  befo 
has  .this  problem  been  addressed  on  such  a  broad  spectrum 
through  The  First  Tee." 

Seeking  to  Broaden  Golf's  Appeal 

The  First  Tee  began  as  a  1997  initiative  of  the  World  G 
Foundation.  Its  fundamental  mission  was  to  help  welcon 
kids  from  every  socioeconomic  background  to  golf.  Fro 
its  inception,  The  First  Tee  has  enjoyed  considerable 
impressive  support  from  every  influential  and  important  gi 

organization   in  tl 


The  First  Tee  Founding  Partners 


USGA 


U.S.:  the  PC 
TOUR,  United  Stai 
Golf  Association,  t 
PGA  of  America,  t 
Ladies  Profession 
Golf  Association  a 
the  Augusta  Nation 
Golf  Club.  Each  wa 
Founding  Partner,  as  was  the  Shell  Oil  Company  (the  found 
corporate  partner). 

On  a  grassroots  level,  The  First  Tee  establishes  and  maintai 
golf-learning  facilities  that  give  children  places  to  learn  t 
game  while  being  exposed  to  golf  's  core  values.  It's  worth  noti 
that  these  learning  centers  are  often  the  result  of  importa 
collaborations  between  The  First  Tee  and  local  governments 

The  First  Tee's  mission  statement  says  that  the  organizatio 
role  is  "To  impact  the  lives  of  young  people  by  provid 
learning  facilities  and  educational  programs  that  promc 
character  development  and  life-enhancing  values  throu 
the  game  of  golf."  To  that  end,  beyond  teaching  youngsters  1 
fundamentals  of  playing  the  game,  The  First  Tee  Life  Sk 
Experience  helps  instill  the  core  teachings  of  self-manageme 
interpersonal  communication,  goal  setting,  mentoring  oth 
and  conflict  resolution. 
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"I've  studied  the  human  heart  for  a  lifetime. 
I  trust  Lipitor  to  help  keep  my  heart  healthy." 

The  evidence  for  Lipitor  is  impressive.  Along  with  diet  and  exercise,  Lipitor  lowers  bad  cholesterol 
39-60%.*  And  Lipitor  is  clinically  proven  to  reduce  the  risk  of  heart  attack  and  stroke,  if  vou  have  several  common 
risk  factors  for  heart  disease.  These  risk  factors  include  family  history,  high  blood  pressure,  age,  low  HDL  or  smoking. 

"I'm  also  glad  to  know  that  Lipitor  is  the  most  researched  medicine  in  its  class.  With  400  ongoing  and  completed 
clinical  studies.  For  me,  there  is  no  substitute  for  Lipitor." 

1  *  Average  effect  depending  on  dose 


IMPORTANT  INFORMATION:  LIPITOR  is  a 
prescription  drug.  It  is  used  in  patients  with  multiple 
risk  factors  for  heart  disease  such  as  family  history,  high 
blood  pressure,  age,  low  HDL  or  smoking  to  reduce 
the  risk  of  heart  attack  and  stroke.  When  diet  and 
exercise  alone  are  not  enough,  LIPITOR  is  used  along 
with  a  low-fat  diet  and  exercise  to  lower  cholesterol. 

LIPITOR  is  not  for  everyone.  It  is  not  for  those  with 
liver  problems.  And  it  is  not  for  women  who  are 
nursing,  pregnant  or  may  become  pregnant.  If  you 
take  LIPITOR,  tell  your  doctor  if  you  feel  any  new 
muscle  pain  or  weakness.  This  could  be  a  sign  of  rare 
but  serious  muscle  side  effects. 


Tell  your  doctor  about  all  of  the  medicines  you  take. 
This  may  help  avoid  serious  drug  interactions.  Your 
doctor  should  do  blood  tests  to  check  your  liver 
function  before  and  during  treatment  and  may  adjust 
your  dose.  The  most  common  side  effects  are  gas, 
constipation,  stomach  pain  and  heartburn. They  tend 
to  be  mild  and  often  go  away. 

Please  see  additional  important  information  on  next  page. 

When  diet  and  exercise  are  not  enough,  adding 
LIPITOR  can  help.  LIPITOR  is  one  of  many 
cholesterol -lowering  treatment  options  that  you 
and  your  doctor  can  consider. 


Could  you  be  doing  more.. .with  Lipitor? 

Ask  your  doctor. 

Call  1-888-LIPITOR  (1-888-547-4867).  Or  find  us  on  the  web  at  www.hpitor.com 


I 


Free  Trial  Offer 

Go  to  www.lipitor.com  for  more  information. 


atorv&statin  caJc/um 

tablets 


Uninsured?  Need  help  paying  for  medicine?  Pfizer  has  programs  that  can  help,  r  i 

no  matter  your  age  or  income.  You  may  even  qualify  for  free  Pfizer  medicines.      M6lpf  Ul 
Call  1-866-706-2400.  Or  visit  www.pfizerhelpfulanswers.com.  XHlSWGrS 
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IMPORTANT  FACTS  © 


atorvastat/n  calcium 


(LIP-ih-tore) 


LOWERING  YOUR 
HIGH  CHOLESTEROL 

High  cholesterol  is  more  than  just  a  number,  it's  a  risk 
factor  that  should  not  be  ignored.  If  your  doctor  said 
you  have  high  cholesterol,  you  may  be  at  an  increased 
risk  for  heart  attack.  But  the  good  news  is,  you  can 
take  steps  to  lower  your  cholesterol. 

With  the  help  of  your  doctor  and  a  cholesterol-lowering 
medicine  like  LIPITOR,  along  with  diet  and  exercise, 
you  could  be  on  your  way  to  lowering  your  cholesterol. 

Ready  to  start  eating  right  and  exercising  more?  Talk  to 
your  doctor  and  visit  the  American  Heart  Association 
at  www.americanheart.org. 

 ' 

WHO  IS  LIPITOR  FOR? 

Who  can  take  LIPITOR: 

•  People  who  cannot  lower  their  cholesterol  enough 
with  diet  and  exercise 

•  Adults  and  children  over  10 

Who  should  NOT  take  LIPITOR: 

•  Women  who  are  pregnant,  may  be  pregnant,  or  may 
become  pregnant.  LIPITOR  may  harm  your  unborn 
baby.  If  you  become  pregnant,  stop  LIPITOR  and 
call  your  doctor  right  away. 

•  Women  who  are  breast-feeding.  LIPITOR  can  pass 
into  your  breast  milk  and  may  harm  your  baby. 

•  People  with  liver  problems 

•  People  allergic  to  anything  in  LIPITOR 
 ■> 

BEFORE  YOU  START  LIPITOR  ' 

Tell  your  doctor: 

•  About  all  medications  you  take,  including 
prescriptions,  over-the-counter  medications, 
vitamins,  and  herbal  supplements 

•  If  you  have  muscle  aches  or  weakness 

•  If  you  drink  more  than  2  alcoholic  drinks  a  day 

•  If  you  have  diabetes  or  kidney  problems 

•  If  you  have  a  thyroid  problem 

ABOUT  LIPITOR  ' 

LEPITOR  is  a  prescription  medicine.  Along  with  diet 
and  exercise,  it  lowers  "bad"  cholesterol  in  your  blood. 
It  can  also  raise  "good"  cholesterol  (HDL-C). 

LIPITOR  can  lower  the  risk  of  heart  attack  or  stroke  in 
patients  who  have  risk  factors  for  heart  disease  such  as: 

•  age,  smoking,  high  blood  pressure,  low  HDL-C, 
heart  disease  in  the  family,  or 

•  diabetes  with  risk  factor  such  as  eye 
problems,  kidney  problems,  smoking,  or 
high  blood  pressure 

> 
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POSSIBLE  SIDE  EFFECTS 
OF  LIPITOR 

Serious  side  effects  in  a  small  number  of  people: 

•  Muscle  problems  that  can  lead  to  kidney  problems, 
including  kidney  failure.  Your  chance  for  muscle 
problems  is  higher  if  you  take  certain  other  medicines 
with  LIPITOR. 

•  Liver  problems.  Your  doctor  may  do  blood  tests 
to  check  your  liver  before  you  start  LIPITOR  and 
while  you  are  taking  it. 

Symptoms  of  muscle  or  liver  problems  include: 

•  Unexplained  muscle  weakness  or  pain,  especially 
if  you  have  a  fever  or  feel  very  tired 

•  Nausea,  vomiting,  or  stomach  pain 

•  Brown  or  dark-colored  urine 

•  Feeling  more  tired  than  usual 

•  Your  skin  and  the  whites  of  your  eyes  turn  yellow 
If  you  have  these  symptoms,  call  your  doctor 
right  away. 

The  most  common  side  effects  of  LIPITOR  are: 

•  Headache  •  Constipation 

•  Diarrhea,  gas        •  Upset  stomach  and  stomach  pain 

•  Rash  •  Muscle  and  joint  pain 
Side  effects  are  usually  mild  and  may  go  away  by 
themselves.  Fewer  than  3  people  out  of  100  stopped 
taking  LIPITOR  because  of  side  effects. 

 > 

HOW  TO  TAKE  LIPITOR  ' 

Do: 

•  Take  LIPITOR  as  prescribed  by  your  doctor. 

•  Try  to  eat  heart-healthy  foods  while  you  take  LrPITOR. 

•  Take  LIPITOR  at  any  time  of  day,  with  or  without  food. 

•  If  you  miss  a  dose,  take  it  as  soon  as  you  remember. 
But  if  it  has  been  more  than  12  hours  since  your  missed 
dose,  wait.  Take  the  next  dose  at  your  regular  time. 

Don't: 

•  Do  not  change  or  stop  your  dose  before  talking  to 
your  doctor. 

•  Do  not  start  new  medicines  before  talking  to  your  doctor. 

•  Do  not  give  your  LIPITOR  to  other  people.  It  may 
harm  them  even  if  your  problems  are  the  same. 

•  Do  not  break  the  tablet. 


NEED  MORE  INFORMATION? 

•  Ask  your  doctor  or  health  care  provider. 

•  Talk  to  your  pharmacist. 

•  Go  to  www.Iipitor.com  or  call  1-888-LIPITOR. 


Manufactured  by  Pfizer  Ireland  Pharmaceuticals  Rx  only 
Dublin,  Ireland 

Distributed  by  Parke-Davis,  Division  of  Pfizer  Inc. 

New  York,  NY  10017  USA 

©  2006  Pfizer  Ireland  Pharmaceuticals 

All  rights  reserved.  Printed  in  USA. 

LPIF  Rev  2.  Dec  2005 
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Joe  Louis  Barrow,  Jr.,  Executive  Director  of  The 
First  Tee,  with  some  of  The  First  Tee  Scholars 
during  the  PricewaterhouseCoopers  Business  Forum. 


This  commitment  to  personal  development  and  self- 
lprovement  is  what  helps  set  The  First  Tee  apart,  because 
ose  involved  with  it  understand  that  while  not  every  child 
ill  become  a  champion  golfer, 
ch  participant  will  come  away 
Dm  The  First  Tee  with  a  better 
lance  at  a  richer,  more  rewarding 
id  successful  life,  as  PGA 
OUR  Commissioner  Tim 
nchem  explains. 
"The  First  Tee  is  valuable  in  that 
)t  only  are  young  people  taught 
e  game  of  golf,  but  they  are  also 
light  the  values  that  make  golf 
|  ch  a  special  sport  and  learn  how 
ey  can  be  applied  to  everyday 
e,"  says  Finchem.  "The  real 
iportance  of  the  program  is  that 
ch  child  who  comes  to  a  Chapter 
The  First  Tee  has  a  meaningful 
d  quality  experience.  But  it  also 
essential  that  everyone  involved  <s> 
th  The  First  Tee  believes  he  or  she  ^ 
making  a  difference  by  working  % 
th  these  youths."  £ 
Just  as  in  a  golf  tournament,  2 
ccess  is  reflected  in  the  numbers 

d  the  numbers  don't  lie:  by  any  measure,  The  First  Tee 
growing. 

Story  of  Remarkable  Growth 

In  2001,  there  were  60,000  participants  worldwide.  At  the 
d  of  2005,  217,000  young  people  had  been  introduced  to 
:  game,  bringing  the  total  since  the  program's  inception 
675,000.  In  addition,  this  year  the  number  of  The  First  Tee 
rning  facilities  is  expected  to  total  over  274,  with  24  under 


development.  Through  the  2005-2006  school  year,  The  First  Tee 
National  School  Program  reached  some  400,000  students  in 
900  schools. 

While  The  First  Tee's  progress  has 
been  impressive,  those  involved  in 
the  program  realize  the  urgent  need 
for  continued  sustained  growth.  To 
that  end,  the  Phase  III  business  plan 
announced  in  February  calls  for  an 
ambitious  agenda  that  includes 
reaching  the  following  goals  by  20 1 0: 

•  Introduce  golf  and  The  First 
Tee  Nine  Core  Values  to  3.5 
million  young  people 

•  Continue  to  deliver  a  consistent 
Life  Skills  Experience  at 
each  facility 

•  Grow  The  First  Tee  National 
School  Program  to  140 
communities  nationwide 

•  Establish  a  Chapter  in  all  50 
states  and  operate  in  90%  of 
the  top  100  markets. 

Joe  Louis  Barrow,  Jr.,  executive 
director  of  The  First  Tee,  believes 
that  with  continued  support  there's 
an  excellent  chance  of  meeting  or 
even  exceeding  the  goals  of  Phase  III. 

"Thanks  to  the  continued  support  of  the  golf  industry,  our 
corporate  partners,  national  trustees  and  dedicated  staff  and 
volunteers,  The  First  Tee  is  flourishing  in  its  effort  to  impact 
the  lives  of  young  people  and  the  communities  they  live  in," 
says  Barrow. 

Indeed,  The  First  Tee's  success  can  be  directly  tied  to  the 
support  it  has  received  from  corporations  like  the  Royal  Bank 
of  Scotland  and  PricewaterhouseCoopers. 
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Corporate  Support  Remains  Crucial 

To  Success 

As  a  National  Trustee,  RBS  has  instigated  programs  to  support 
The  First  Tee,  including  the  RBS/The  First  Tee  Mentor 
Program  and  the  RBS  Achievers  of  the  Year  Awards.  In  addition, 
it  underwrites  clinics  conducted  by  Team  RBS  members  Jack 
Nicklaus,  Luke  Donald  and  Paula  Creamer  at  various 
Chapters  of  The  First  Tee. 

"Our  support  of  golf  goes  back  over  1 00  years,  and  supporting 
The  First  Tee  works  well  with  our  'Make  It  Happen  philosophy," 
says  Fred  Goodwin,  group  chief  executive  for  Royal  Bank  of 
Scotland  Group.  "We  know  from  our  own  experience  that 
practical  help  can  make  a  real  difference  to  the  lives  of  young 
people,  and  through  the  programs  we've  developed,  like  the  RBS 
Achievers  of  the  Year  Award  and  the  RBS/The  First  Tee  Mentor 
Program,  we're  working  to  achieve  that.  We  are  also  heavily 
involved  with  communities  through  our  Citizens  Bank  and 
Charter  One  businesses.  And  as  our  activity  in  the  U.S. 
grows,  so  too  will  our  commitment  to  the  communities  in 
which  we  do  business." 

PricewaterhouseCoopers,  a  powerhouse  in  the  professional 
services  industry,  has  enjoyed  a  long  involvement  with  The 
First  Tee.  Each  year  since  2004,  PricewaterhouseCoopers  has 
hosted  The  First  Tee  Scholars  at  their  Executive  Forum  at  the 
TOUR's  premier  championship,  THE  PLAYERS. 

"At  PricewaterhouseCoopers,  we  believe  that  helping  our 
youth  expand  their  horizons  and  enjoy  the  opportunity  to  learn 
and  exercise  new  skills  and  strong  values  will  undoubtedly  inspire 
them  to  explore  new  worlds  and  succeed  —  in  the  game  of  golf, 
in  business  and,  most  importantly,  in  life,"  says  Dean  Kern,  U.S. 
markets  leader.  "We're  proud  to  make  such  an  important 
investment  and  happily  sponsor  The  First  Tee  program." 

A  Program  That  Inspires  Individuals 

There  are  many  inspiring  stories  that  have  come  out  of  The 
First  Tee,  but  rwo  of  the  best  stem  from  the  annual  Wal-Mart 


First  Tee  Open  at  Pebble  Beach,  which  pairs  participants  w 
players  on  the  Champions  Tour. 

In  2004,  Gary  Player  teamed  with  17-year-old  Prestl 
Schaub  from  Austin,  Tex.  Player,  long  known  for  his  devoti 
to  physical  fitness  and  proper  nutrition,  took  a  special  inter 
in  this  boy,  urging  him  to  lose  weight  and  get  in  better  sha| 

The  next  year,  it  was  a  very  proud  —  and  38  pounds  ligh 
—  Preston  Schaub  who  sought  out  Player  at  the  tournam< 
and  thanked  him  for  all  the  encouragement. 

But  sometimes  the  lessons  go  both  ways,  as  was  the  case 
Hale  Irwin  in  2005. 

Irwin  was  paired  with  18-year-old  Jacques  Gatera  who,  j 
six  years  earlier,  had  lived  with  his  family  in  a  concentrati 
camp  during  the  bloody  civil  war  in  the  Democratic  Repub 
of  Congo  that  has  maimed  or  killed  millions. 

Inspired  by  his  partner's  experience,  the  already  ult 
competitive  Irwin  kicked  his  game  up  a  notch,  making  f 
birdies  on  the  last  1 1  holes,  and  Gatera  was  able  to  le; 
Pebble  Beach  with  a  trophy  and  a  wealth  of  good  memorie 

Irwin  came  away  richer  as  well. 

"Knowing  his  life  story  and  his  background,  it  makes  so 
of  the  problems  I've  had  (with  my  game)  seem  insignificar 
Irwin  said.  "It  takes  away  some  of  that  self-imposed  press 
and  crying-in-your-beer  feeling." 

As  former  President  Bush  said  —  and  The  First  Tee  contin 
to  prove  —  "Not  only  is  golf  a  sport  of  a  lifetime,  but  in  ms 
ways  it  is  a  lesson  in  life." 


Web  Directory 

The  Royal  Bank  of  Scotland  Group 

www.rbs.co.uk 


PricewaterhouseCoopers 

www.pwcglobal.com 

Pfizer 

www.pfizer.com 


the  lessons  golf  teaches  us* 


Hope,  disappointment,  elation,  deflation, 
embarrassment,  pride,  rain,  sunshine  ... 

All  of  this  is  life. 
All  of  this  is  golf. 

And  what  you  learn  from  golf,  you  can  often  apply  to  life. 
Here  are  a  few  things  we've  taken  from  the  game: 

The  surest  way  to  make  another  bad  shot  is  to  think  about  your  last  bad  shot. 
So  don't  play  the  last  hole,  play  the  one  in  front  of  you. 

Anger  doesn't  accomplish  anything. 

Golf  is  a  game  of  patience  and  self-control. 

Laugh  it  off. 

Golf  makes  fools  of  us  all. 

If  you  cheat,  people  know. 

They  may  not  say  anything,  but  they  remember. 

Golf  is  about  doing  the  right  thing,  especially  when  no  one  is  looking. 

We  believe  the  golf  course  is  a  great  training  ground 
for  developing  character  and  self-esteem, 

which  is  why  so  many  of  our  people  are  active  fans  and  patrons  of  the  game. 
Our  people  are  proud  to  support  The  First  Tee. 

The  First  Tee  teaches  youngsters  who  might  never  have  the  opportunity  to  play  golf, 
how  to  play  the  game  as  it  should  be  played. 

Teaching  valuable  lessons  of  courtesy,  integrity,  friendship,  confidence 

and  perseverance,  The  First  Tee  has  impacted  the  lives  of  675,000  youngsters. 

The  lessons  of  golf  are  indeed  the  lessons  of  life. 


'connectedthinking  PmcwVerhouseQopers  § 


2006  PricewaterhouseCoopers  LLP.  All  rights  reserved.  "PricewaterhouseCoopers"  refers  to  PricewaterhouseCoopers  LLP  (a  Delaware  limited  liability 
ftnership)  or,  as  the  context  requires,  other  member  firms  of  PricewaterhouseCoopers  International  Limited,  each  of  which  is  a  separate  and  independent 
|al  entity,  "connectedthinking  is  a  trademark  of  PricewaterhouseCoopers  LLP  (US).  The  First  Tee  is  a  World  Golf  Foundation  initiative. 
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Family 

Counseling 

Who's  better— Fidelity  or  Janus?  Don't 
answer  that  question  by  looking  at  only  the 
best  funds  j  By  John  Chamberlain 


Every  (or  almost  every)  family 
has  a  hot  fund  or  two,  with  a 
record  worth  advertising.  This 
table  gives  you  the  lowdown  on 
how  fund  families  stack  up  over- 
all. We  calculated,  year  by  year  over  six 
years,  the  average  performance  in  a  family's 
U.S.  stock  funds.  For  each  year  we 
weighted  each  funds  return  by  its  midyear 
assets.  This  way  a  vendor  cannot  make  a 
rotten  performance  disappear  by  closing 
the  fund  that  produced  it.  Nor  can  it  make 
a  pip-squeak  fund  with  a  terrific  record 
look  representative  of  the  whole  operation. 

Leading  the  2006  list  is  the  Royce  fam- 
ily, whose  ten  funds  are  benefiting  from  the 


resurgence  of  small-company  stocks. 
Bringing  up  the  rear  is  Janus,  the  darling  of 
the  1990s  bull  market.  Our  August  1996 
ranking  of  families  by  equity  performance 
had  Janus  at  the  top.  At  that  time  the  glam- 
orous high-growth  stocks  that  Janus 
favored  were  in  full  flower. 

Vanguard  and  Fidelity,  the  two  largest 
fund  families,  fall  in  the  middle  of  the  pack 
this  year  with  returns  just  barely  above  that 
of  the  S&P  500s  -0.3%.  Low-cost  Vanguard 
has  seen  its  equity  assets  climb  sevenfold  over 
the  past  decade,  to  $533  billion.  Tarred  by 
scandal  and  dogged  by  underperformance, 
Putnam  has  expanded  its  equity  assets  in  ten 
years  by  only  5%.  F 


Calculating  the  Results 

Good  long-term  performance  requires  a  fund  manager  to  navigate  both  bull 
and  bear  markets.  The  iast  six  years,  the  period  we  used  to  measure  fund  fam- 
ily performance  (see  table),  provides  a  mixture  of  both  a  down  market  that 
began  March  2000  and  an  up  market  that  started  September  2002.  Our  ratings  for 
domestic  stock  funds  look  back  at  four  such  full  cycles,  starting  in  January  1994. 

We  rate  funds  on  a  curve  against  a  market  benchmark,  which  for  domestic  stock 
funds  is  the  S&P  500.  For  foreign  stock  funds  our  benchmark  is  the  Morgan  Stanley 
Capital  International  eafe  Index  of  big  overseas  companies.  We  use  a  50-50  blend  of 
the  eafe  and  the  S&P  500  for  global  stock  funds.  Except  for  junk  bond  funds,  which 
behave  more  like  stocks  than  bonds,  we  measure  bond  fund  performance  over  a  five- 
year  period  and  treat  each  intervening  month  as  either  an  up  or  a  down  market. 

The  funds  in  the  top  5%  of  each  fund  type  earn  an  A+,  the  lowest  5%  an  F.  Funds 
that  excel  in  only  one  kind  of  market— such  as  W&R  Science  &  Technology-A,  with  an 
A+  for  up  markets  but  a  D  for  down — can  leave  you  right  back  where  you  started. 
Over  the  past  six  years  this  fund  has  an  average  annual  return  of  0.0%. 

Pay  close  attention  to  fund  overhead  expenses.  The  "cost  drag"  column  in  our  main 
tables  measures  management  fees  plus  commissions  paid  for  trading  securities.  When 
commission  fees  are  not  available,  we  add  in  a  prorated  figure  based  on  the  portfo- 
lio turnover  of  the  specific  fund  and  the  average  commission  fee  for  similar  funds. 
Lipper,  a  fund  database  service,  provided  the  data  on  commissions  and  much  of  the 
other  data  for  this  report.  Additional  data  come  courtesy  of  Morningstar.  — J.C. 


The 

Scorecard 


WEIGHTED 

EQUITY 

ANNUAL 

ASSETS 

6-YEAR 

7/31/06 

FUND 

RETURN 

($BIL) 

Royce 

13.4% 

$22.3 

Lord  Abbett 

6.7 

41.5 

Franklin  Templeton 

5.6 

61.1 

American  Funds 

5.1 

386.3 

Davis 

4.8 

40.2 

T  Rowe  Price 

4.4 

127.8 

Hartford 

4.4 

24.5 

Legg  Mason 

4.1 

65.7 

JP  Morgan 

3.8 

28.9 

Pioneer 

3.4 

21.2 

Vanguard 

3.0 

532.7 

Merrill 

2.8 

27.6 

Fidelity 

1.5 

444.7 

DWS  Scudder 

0.8 

27.1 

Wells  Fargo 

0.2 

21.2 

Allianz  Global 

-0.2 

27.7 

Fidelity  Advisor 

-0.7 

47.1 

Van  Kampen 

-1.4 

38.9 

Ameriprise 

-1.4 

31.9 

Amer  Century 

-1.9 

56.7 

Putnam 

-2.7 

52.5 

AIM 

-3.1 

42.5 

MFS 

-3.8 

38.6 

Columbia 

-4.4 

55.7 

Janus 

-5.2 

49.0 

S&P  500  Index 

-0.3 

Funds  Online 

For  Forbes  ratings  on  thousands  more  mutual  funds, 
additional  data  on  each  fund  and  many  other  fund 
resources,  go  to  www.forbes.com/fundsurvey. 
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Some  of  these  funds  go  well  beyond  the  ordinary; 
some  are  even  extraordinary.  While  others  are,  well, 
just  beyond  the  pale  \  By  John  Chamberlain 


Of  the  2,799  funds  rated  by  FORBES,  only  a  handful  show  above-average  long-term  performance  in  both  bull  and  bear 
markets.  T.  Rowe  Price  Latin  America,  for  instance,  not  only  rates  a  FORBES  grade  of  "A"  in  both  market  environments  but 
also  has  a  57%  return  over  the  past  12  months.  The  funds  on  the  right  are  notable  for  a  different  reason:  a  "D"  perform- 
ance grade  in  both  up  and  down  markets.  It's  not  easy  to  be  that  mediocre  for  that  long  and  still  be  around. 


PERFORM 
UP  DOWh 

I 

PERFORMANCE 
UP  DOWN 

FUND 

A 

T  Rowe  Price  Latin  America 

56.9% 

American  Century  Ultra-lnv 

-8.8% 

A 

DWS  Latin  America  Equity-A 

48.0 

D 

Gartmore  Growth  Fund-A  -5.1 

•A 

US  Global  Eastern  European 

37.4 

D 

USAA  Growth  Fund 

-5.0 

A 

Harbor  International-lnv 

30.8 

D 

Fidelity  Adv  Growth  Oppors-T 

•A 

Oppenheimer  Developing  Mkts-A 

24.6 

D 

D 

Columbia  Growth  Stock-A 

-4.5 

Outflows 


The  American  Funds  family  continues  to  get  bigger.  Of  the  five  funds  with  the  greatest  inflow  of  assets  over  the  past 
12  months,  only  Dodge  &  Cox  International  Stock  is  not  a  member  of  American  Funds.  But  the  list  of  funds  with  the  largest 
net  outflows  over  the  last  12  months  also  contains  an  American  Fund,  Washington  Mutual  Investors.  Even  after  this  decline, 
Washington  Mutual,  with  $78  billion  in  assets,  is  still  one  of  the  five  largest  stock  funds. 


American  Funds  Growth  Fund  of  America-A  $21,481  8.7% 

American  Funds  Capital  World  G  &  l-A  16,525  18.5 

American  Funds  EuroPacific  Growth-A  11,982  24.5 

Dodge  8r  Cox  International  Stock  10,974  26.1 

American  Funds  Capital  Inc  Builder-A  10,213  11.7 


Fidelity  Magellan  Fund  -$12,652  2.1% 

American  Funds  Washington  Mutual  Invs-A  -6,216  7.4 

Vanguard  500  Index-lnv  -5,563  5.2 

American  Century  Ultra-lnv  -4,941  -8.8 

Fidelity  Low-Priced  Stock  -4,129  6.4 


Performance  through  July  31.  •Fund  rated  for  three  periods  only;  maximum  allowable  grade:  A.  Sources:  Forbes;  Upper;  Morningstar. 
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Among  the  best-performing  domestic  stock  funds  over  the  last  12  months  is  Perkins  Discovery.  We  awarded  another  Perkins 
fund,  Perkins  Opportunity,  the  booby  prize  last  year;  that  fund  was  liquidated.  Discovery,  like  Opportunity,  is  a  small  fund  with 
high  expenses  of  $2.50  per  $100  in  assets.  Perkins  Discovery's  portfolio  companies  have  a  median  market  value  of 
$81  million,  making  it  a  microcap  fund. 


Pacific  Advisors  Small  Cap 

26.4% 

19.9% 

American  Heritage  Growth  Fund 

-42.2% 

-21.6% 

CGM  Focus  Fund 

24.6 

29.9 

Frontier  Microcap 

-24.3 

-40.2 

Hancock  Large  Cap  Equity-A 

21.9 

-0.3 

ProFunds-UltraOTC-lnvestor 

-18.0 

-37.3 

Diamond  Hill  Long-Short-A 

20.7 

11.4 

Prasad  Growth  Fund 

-17.0 

-6.5 

Perkins  Discovery  Fund 

19.3 

8.3 

Pin  Oak  Aggressive  Stock 

-16.5 

-20.1 

"15  dcf"  C^iQinrt 

Li  qui 

Today  gold  is  in,  technology  out  and  real  estate  somewhere  in  between.  With  sector  funds,  wild  swings  are  the  lure — and  the 
drawback.  Midas  Fund  has  averaged  a  28.9%  annual  return  over  the  last  six  years,  but  in  2000  it  lost  38%.  Alpine  U.S.  Real 
Estate  Equity-Y  shows  a  positive  six-year  performance  but  a  12-month  return  of -26%. 


TOTAL  RETURN 
LATEST  6-YEAR 
12  MONTHS  ANNUALIZED 


US  Global  Gold  Shares  Fund 

106.6% 

35.3% 

ProFunds-Semiconductor-lnv 

-27.6% 

-31.9% 

Midas  Fund 

104.6 

28.9 

Alpine  US  Real  Estate  Equity-Y 

-26.0 

22.2 

US  Global  World  Precious  Minerals 

98.9 

36.3 

ProFunds-Mobile  Telecom-lnv 

-15.5 

-30.3 

Van  Eck  Int!  Investors  Gold-A 

88.4 

31.9 

Monetta  Select  Technology  Fund 

-15.2 

-12.3 

USAA  Precious  Metals  &  Minerals 

83.9 

35.8 

Fidelity  Select-Construct  &  Housing 

-14.5 

15.9 

RfiSt.  Crlflllril 


Global  funds,  which  buy  foreign  and  domestic  stocks,  provide  a  level  of  diversification  not  available  in  a  pure  domestic  or  pure 
foreign  fund.  But  that  is  no  guarantee  of  success.  Janus  Worldwide,  for  instance,  has  a  six-year  annualized  return  of  -6.9%. 


FUND 


TOTAL  RETURN 
LATEST  6-YEAR 
12  MONTHS  ANNUALIZED 


Merrill  Global  Value  Fund-A 
AIM  Global  Aggressive  Growth-A 
Evergreen  Global  Opportunities-A 
T  Rowe  Price  Global  Stock 
RiverSource  Global  Equity-A 


26.4% 

20.4 

20.2 

19.5 

19.3 


5.7% 
1.4 
7.2 
2.9 
-1.6 


Janus  Worldwide  Fund 
Fidelity  Adv  Global  Cap  Apprec-T 
Legg  Mason  P  MDF  Global  All  Cap-A 
Managers  Fremont  Global  Fund 
Evergreen  Asset  Allocation  Fund-A 


4.5% 

5.2 

6.3 


-6.9% 

1.4 
-2.5 


7.1 
7.4 


1.7 
9.2 


Foreign  markets  were  winners  over  the  last  12  months.  Funds  in  Russia,  Brazil,  Latin  America  and  even  Japan  outpaced  the 
best-performing  domestic  stock  funds.  Then  again/some  of  these  funds  are  still  playing  catch-up.  Example:  Even  after  a 
64.8%  return  over  the  last  12  months,  ProFunds-Ultra  Japan  still  shows  a  loss  of  6.8%  annually  over  the  last  six  years. 


VL  RETURN 
EST  6-YEAR 
I   MONTHS  ANNUALIZED 


ING  Russia  Fund-A 

81.8% 

37.9% 

iShares  MSCI  Taiwan  Index 

-0.1% 

-5.6% 

ProFunds-UltraJapan-lnv 

64.8 

-6.8 

Forester  Discovery  Fund 

3.6 

2.2 

T  Rowe  Price  Latin  America 

56.9 

20.9 

iShares  MSCI  Malaysia  Index 

6.1 

5.9 

iShares  MSCI  Brazil  Index 

56.7 

14.1 

Commonwealth  Australia/New  Zealand 

6.4 

15.2 

Fidelity  Latin  America 

53.0 

18.4 

Amidex  35  Israel  Mutual  Fund-A 

6.8 

-7.5 

Performance  through  July  31.  Sources:  Forbes;  Upper;  Morningstar. 
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Gartmore  U.S  Growth  Leaders  Long-Short-A,  which  is  also  on  our  list  of  higPvturnover  funds,  need  over  4.5  percentage  points 
in  annual  gains  to  break  even,  thanks  to  management  fees  of  $2.12  and  trading  costs  of  $2.47  per  $100  in  assets. 


All  of  the  five  largest  equity  funds  beat  or  tied  the  S&P  500  over  the  last  ten  years.  No  surprise  there,  since  good 
performance  attracts  assets.  On  the  other  end  of  the  scale,  these  five  no-load,  low-expense  funds,  all  with  less  than 
$25  million  in  assets,  bested  the  S&P  500  over  the  last  decade. 


TOTAL  RETURN 
LATEST 
12  MONTHS 

FUND 

BtH 

Fidelity  Spartan  US  Equity  Index-lnv 

$0.10 

5.3% 

Gartmore  US  Growth  Leaders  L-S-A 

4.59a 

6.1% 

Fidelity  Spartan  Total  Mkt  Index-lnv 

0.10 

5.5 

Alpha  Hedged  Strategies 

4.46 

6.7 

Fidelity  Spartan  Extended  Mkt  Index-lnv 

0.11 

5.0 

Allegiant  Small  Cap  Growth-A 

3.95a 

-1.3 

SSgA  S&P  500  Index 

0.17 

5.2 

Fifth  Third  Technology-A 

3.90 

0.8 

Schwab  S&P  500  Fund-Sel 

0.19 

5.3 

Columbia  Technology-A 

3.87 

7.9 

High  Turnover 

FUND 

PORTFOLIO 
TURNOVER 

TOTAL  RETURN 
LATEST 
12  MONTHS 

California  European  Growth  &  Income 

1% 

17.4% 

Gartmore  US  Growth  Leaders  L-S-A 

827% 

6.1% 

Portfolio  21  Fund 

1 

15.5 

Prasad  Growth  Fund 

731 

-17.0 

Dreyfus  Premier  WW  Growth-A 

1 

12.9 

Dreyfus  Founders  Passport-A 

729 

22.5 

Hrm/fiit:  Promipr  Tay-Mananprl  fiiriiA/th-A 
LMfcrylUi  rltrillici  icia  iviuiiaijcu  VJiuvviii  " 

1 

6.9 

Marketocracy  Masters  100 

647 

11.3 

Franklin  Growth  Fund-A 

1 

6.1 

Gartmore  Nationwide  Leaders  Fund-A 

Hiah  P/E 

523 

7.1 

AVERAGE 
ESTIMATED 
P/E 

TOTAL  RETURN 
LATEST 
12  MONTHS 

FUND 

AVERAGE 
ESTIMATED 
P/E 

TOTAL  RETURN 
LATEST 
12  MONTHS 

Oppenheimer  Quest  Intl  Value-A 

6.2 

18.8% 

Winslow  Green  Growth 

41.2 

2.8% 

Oppenheimer  Intl  Value-A 

6.6 

17.6 

Berkshire  Focus  Fund 

39.1 

5.5 

Dunham  Emerging  Market  Stock-C 

 7.1  

27.0 

Van  Eck  Intl  Investors  Gold-A 

38.2 

88.4 

Oppenheimer  Developing  Mkts-A 

 7.2  

24.6 

Bender  Growth-A 

37.5 

-9.4 

ironwood  Isabelle  Small  Co  Stock-lnv 

7.7 

5.7 

GenomicsFund 

33.6 

et  C, 

-8.0 

ID 

MEDIAN 
MARKET  CAP 
(SMIL) 

TOTAL  RETURN 
LATEST 
12  MONTHS 

FUND 

MEDIAN 
MARKET  CAP 
(SMIL) 

TOTAL  RETURN 
LATEST 
12  MONTHS 

Pinnacle  Value 

$43 

1 1 .8% 

Holland  Balanced  Fund 

$130,749 

5.2% 

Frontier  MicroCap 

50 

-24.3 

Dreyfus  Premier  Tax-Managed  Growth-A 

117,216 

6.9 

Perkins  Discovery 

81 

19.3 

Dreyfus  Premier  Core  Equity-A 

1 1 6,349  

6.2 

Perritt  Emerging  Opportunities 

98 

19.2 

Bridgeway  Blue-Chip  35  Index 

113,361 

4.3 

American  Heritage  Growth 

151 

—42.2 

Dreyfus  Appreciation  Fund 

109,102 

7.0 

J3  itrculfci  c3  [YXCfxn. 

fyt 

T  1 1 1 1  \\t  i  "f" 

American  Funds  Growth  Fund  of  America-A 

$143,172 

13.8% 

Sextant  Growth  Fund 

11.9% 

$1.24 

Vanguard  500  Index-lnv 

107,562 

8.8 

Wilshire  Small  Company  Value-lnv 

11.2 

1.50 

American  Funds  EuroPacific  Growth-A 

84,710 

11.1 

Exeter  Tax  Managed-A 

11.0 

1.20 

American  Funds  Investment  Co  of  America-A 

82,976 

11.1 

Westcore  Small-Cap  Opportunity 

10.7 

1.30 

American  Funds  Washington  Mutual  Invs-A 

77,982 

10.5 

CornerCap  Small  Cap  Value 

9.8 

1.50 

Performance  through  July  -i1  r.ost  drag:  Annual  expense  ratio  plus  brokerage  commission  paid  by  the  fund  for  buying  and  selling  securities,  a:  Net  of  absorption  by 
fund  sponsor.  Sources:  Forbes;  i  ipper;  Morningstar. 
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t  performance  is  not  a  guarantee  of  future  results.  Investment  return  and  principal  value  will  fluctuate,  and  \  American  Century 
possible  to  lose  money  by  investing.  The  performance  of  the  portfolios  is  dependent  on  the  performance  of  I  Investment  Services, 
r  underlying  American  Century  funds,  and  will  assume  the  risks  associated  with  these  funds.  \  ^nc'  Distributor. 

 "• ■" ;  •  ©2006  American 

we  investing,  carefully  consider  the  fund's  investment  objectives,  risks,  charges  and  expenses.  I  Century  Proprietary 

1  1-877-442-6236  for a  prospectus  containing  this  and  other  information.  Read  it  carefully.  \  HMin^l"c- AU  #f« 

 ^  \  /,  «f  a  J  _  _  J     J  .  reserved.  The  American 

mean  Century  Investment  Services,  Inc.,  has  entered  into  an  agreement  with  the  Lance  Armstrong  Foundation 
■ights  to  use  the  LIVESTRONG  name.  Under  this  agreement,  every  dollar  invested  in  the  LIVESTRONG 
■folios  over  the  next  ten  years  will  help  determine  the  amount  American  Century  will  pay  the  LA  F  above  a 
ranteed  amount.  Under  limited  circumstances,  the  agreement  can  be  terminated  by  either  party,  and  there  will 

0  future  payments.  LIVESTRONG  is  a  trademark  of  the  Lance  Armstrong  Foundation. 


;  Century  Investments 

:  logo,  American  Century 

■  and  American  Century 

\  Investments  are  service 

I  marks  of  American 

\  Century  Proprietary 

:  Holdings,  Inc. 


EST 


IUR  MONEY  CAN  BE  BIGGER  THAN  JUST  AN  INVESTMENT. 


vmerican  Century  Investments,  we  believe  that  being  successful  and  doing  more 
go  hand  in  hand. 

le  spirit  of  our  founder,  Jim  Stowers  Jr.,  and  his  dedication  to  defeating  cancer, 
/e  created  the  LIVESTRONG™  Portfolios  from  American  Century  Investments, 
/'re  a  series  of  professionally  managed  target-date  mutual  funds  that  simplify 
sting  and  are  designed  to  help  you  reach  your  goals.  Additionally,  an  investment 
le  LIVESTRONG  Portfolios  can  help  support  the  mission  of  the  Lance  Armstrong 
ndation,  which  is  to  inspire  and  empower  people  affected  by  cancer. 


American  Century 
Investments 


LIVESTRONG 

PORTFOLIOS 


nd  out  if  the  LIVESTRONG  Portfolios  are  right  for  you,  contact  your  financial 
sor,  call  877-442-6236,  or  visit  livestrongportfolios.com. 
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U.S.  Stocks 

Our  rating  period  for  domestic  stock  funds 
starts  Jan.  31, 1994  and  ends  in  July  of  this 
year.  With  the  exception  of  Honor  Roll  funds 
like  Delafield  Fund,  the  funds  in  this  table 
have  at  least  $1  billion  in  assets. 
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A 
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American  Funds  Amcap  Fund-A 

2.9 

1.6 

0.68 

1 

D 

A 

American  Funds  American  Mutual-A 

7.9 

6.5 

0.60 

B 

American  Funds  Fundamental  Inv-A 

5.5 

15.3 

0.67e 

C 

American  Funds  Growth  Fund  Amer-A 

1.6 

8.7 

0.71 

1 

B 

American  Funds  Invest  Co  Amer-A 

4.9 

9.9 

0.60e 

D 

American  Funds  New  Economy-A 

-1.3 

7.3 

0.89 

B 

American  Funds  Washington  Mutual-A 

6.9 

7.4 

0.61  p 

A+ 

Ariel  Fund 

11.9 
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1  11 

A+ 

Ariel  Appreciation  Fund 

10.1 

-3.4 

1.22 
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Baron  Asset  Fund 
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A+ 

A+ 

Bruce  Fund 
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c 
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Calvert  Social-Equity-A 

3.0 

0.0 

1.30 

A+ 
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1.18 

A+ 
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1.04 
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B 

Columbia  Large  Cap  Value-A 

6.1% 

9.6% 

B 

C 

Davis  Venture  Fund-A 

4.4 

10.1 

B 

A+ 

Delafield  Fund 

17.1 

6.9 

D 

B 

Delaware  Large  Cap  Value-A 

5.9 

9.4 

A 

D 

Delaware  Trend  Fund-A 

-3.2 

-3.3 

C 

C 

Domini  Social  Equity 

-2.3 

0.7 

D 

B 

Dreyfus  Appreciation  Fund 
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7.0 

B 

C 
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A 
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D 
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A 
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C 
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B 

Evergreen  Equity  Income-A 
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D 

C 

Evergreen  Fundamental  Large  Cap-A 

1.1 

2.8 

B 

C 

Evergreen  Large  Cap  Equity-A 

0.3 

6.1 

A 

c 

Excelsior  Value  &  Restructuring 

8.1 

6.6 

D 

B 

Federated  American  Leaders-A 

3.4 

3.8 

C 

C 

Federated  Capital  Appreciation-A 

0.7 

4.3 

C 

c 

Federated  Equity  mcome-A 

0.4 

12.7 

B 

B 

Federated  Kaufmann-A 

7.7 

4.0 

B 

C 

Federated  Max-Cap  Index-lnst 

-0.6 

5.1 
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B 

Federated  Mid-Cap  Index 

7.8 
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7000+  EASY 


MUTUAL  FUNDS 
TO  CHOOSE  FROM 


TO  USE 
MUTUAL  FUND 
SCREENER  &  TOOLS 


FREE 

POWERFUL 

RESEARCH 

5  INDEPENDENT  SOURCES 


SIGN  UP  TODAY  AND  GET  A  12-MONT1 
SUBSCRIPTION  AT  NO  COST  ($135  VALUE)1 


1-800-731-5223  etrade.com/superstore 


AR.COM 


Challenge  the  ordinary. 

Be  traordinary 


E*  TRADE 

FINANCIAL 


3U  should  consider  the  investment  objectives,  risks,  charges  and  expenses  of  a  mutual  fund  carefully  before  investing, 
le  fund's  prospectus  contains  this  and  other  important  information.  For  a  current  mutual  fund  prospectus,  please  visit 
Crade.com/mutualfunds.  Read  the  prospectus  carefully  before  investing. 

Offer  ends  October  31,  2006.  To  qualify  for  this  offer,  a  new  E*TRADE  Complete™  Investment  Account  must  be  opened  by  October  31,  2006  and  when  you  transfer  $20,000  or  more 
thin  30  days  of  opening  the  account.  Other  important  terms  and  conditions  apply.  Visit  etrade.com/switchtoday  for  program  details.  This  $135  subscription  is  being  provided  to 
u  for  educational  purposes  only.  The  content  has  been  written  by  a  third  party  not  affiliated  with  E*TRADE  FINANCIAL  Corp.  or  any  of  its  affiliates.  No  information  contained  on  the 
irningstar  website  has  been  endorsed  or  approved  by  E*TRADE  Securities,  and  E*TRADE  Securities  is  not  responsible  for  the  content.  The  subscription  will  terminate  at  the  end  of 
h  12  month  trial.  Mornmgstar  is  a  registered  trademark  of  Mornmgstar,  Inc.  E*TRADE  FINANCIAL  and  Morningstar,  Inc.  are  separate  and  non-affiliated  companies, 
cunties  products  and  services  are  offered  by  E*TRADE  Securities  LLC,  Member  NASD/SIPC. 
2006  E*TRADE  FINANCIAL  Corp.  All  rights  reserved. 
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Jennison  Value-A 
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Jensen  Portfolio-J 
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JP  Morgan  Diversified  Mid  Cap  Gr-A 
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C 

JP  Morgan  Equity  Index-A 
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A 
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Legg  Mason  P  Appreciation-A10 

2.7 

4.4 

1 

B 

Legg  Mason  P  Capital  &  Inc-A11 
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Legg  Mason  P  Fundamental  Value-A13 
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Mairs  &  Power  Growth  Fund 

9.8 

1.2 

c 

C 

Managers  Special  Equity-Mgrs 
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B 
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Oakmark  Fund-I 
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Oppenheimer  Capital  Appreciation-A 

-3.1 

-0.2 
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Oppenheimer  Equity  Fund-A 

-0.6 

0.6 
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Oppenheimer  Growth  Fund-A 
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-4.2 
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Challenge  the  ordinary. 

Be  Extraordinary*] 


E*TRADE  offers  the  lowest  cost  International  Index  Fund  on  the  market.1 


.09 


% 


.76 


% 


E*TRADE  ETINX  vs  INDUSTRY  AVERAGE 
EXPENSE  RATIO  EXPENSE  RATIO2 


% 


LOWER  THAN 
INDUSTRY  AVERAGE 


S  EASY  TO  GET  STARTED. 


1-800-731-5223 


etrade.com/international 


E*  TRADE 

FINANCIAL 


3u  should  consider  the  investment  objectives,  risks,  charges  and  expenses  of  a  mutual  fund  carefully  before  investing, 
he  fund's  prospectus  contains  this  ana  other  important  information.  For  a  current  mutual  fund  prospectus,  please  visit 
trade.com/mutualfunds.  Read  the  prospectus  carefully  before  investing. 

For  important  information  and  details  about  the  lowest  cost  E*TRADE  Index  Funds,  please  visit  www.etradefunds.etrade.com.  As  commissioned  by  E*TRADE  Asset  Management, 

c,  Upper  determined  that  the  E*TRADE  Index  Funds  had  the  lowest  effective  expenses  as  of  June  29,  2006  by  comparing  them  to  other  Pure  Index  Funds  in  the  same  Upper  Investment 
assifications/Objective,  while  excluding  institutional  and  other  mutual  funds  requiring  minimum  investments  of  $100,000  or  more  and  exchange-traded  funds.  The  E*TRADE  Index 
mds  expenses  are  the  lowest  because  they  are  contractually  limited  through  April  30,  2007.  Without  the  contractual  limit,  the  expense  ratio  of  the  E*TRADE  International  Index  Fund  is 
35%  (based  on  the  most  recently  filed  shareholder  report).  There  is  no  assurance  that  the  expense  limit  will  continue  beyond  April  30,  2007. 
I  Industry  average  expense  ratio  as  of  June  29,  2006.  Data  source:  Upper  Inc. 

vesting  internationally  involves  risks  such  as  currency  fluctuations,  political  uncertainty,  and  differing  business  and  accounting  practices. 

■  curities  products  and  services  are  offered  by  E*TRADE  Securities  LLC.  Member  NASD/SIPC. 
2006  E'TRADE  FINANCIAL  Corp.  All  rights  reserved. 
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■       TOTAL  RL 

•  ■■   

PERFORMANCE 

TQTAI  F 

IFTURN   

■ 

UP  DOWN 

■ 

fund                 '  .*JWB^:V/-V  '. 

6-YEAR 
ANNUALIZED 

LATEST 

12 
MONTHS 

COST 
DRAG 
PER  $100 

UF\ 

30WN 

FUND 

6-YEAR 
ANNUALIZED 

LATEST 
12 

MONTHS 

I 

PEI 

A 

Pennsylvania  Mutual-lnv 

14.6% 

7.2% 

$0.98e 

A 

TCW  Dividend  Focused-I 

6.0 

4.9 

B 

Pioneer  Equity  Income-A 

6.9 

11.1 

1.10e 

D 

TCW  Select  Equities-I 

-5.6% 

-10.6% 

SC 

C 

Pioneer  Fund-A 

1.3 

8.5 

1.12p 

B 

Q&ESD  Third  Avenue  Value 

11.8 

10.1 

1 

A 

Pioneer  Mid  Cap  Value-A 

11.2 

-1.2 

1.31e 

C 

Thrivent  Large  Cap  Stock-A 

-1.2 

3.5 

1 

B 

Pioneer  Value-A 

5.4 

6.7 

1.13e 

C 

Thrivent  Mid  Cap  Stock-A 

5.4 

7.5 

1 

C 

T  Rowe  Price  Blue  Chip  Growth 

-2.0 

0.9 

0.93 

B 

Torray  Fund 

3.8 

2.0 

1 

A+ 

T  Rowe  Price  Capital  Appreciation 

13.0 

6.6 

0.85 

F 

USAA  Aggressive  Growth 

-9.6 

-1.2 

1 

A 

T  Rowe  Price  Equity  Income 

8.5 

7.6 

0.74 

B 

USAA  Growth  8i  Income 

2.4 

1.2 

1 

C 

T  Rowe  Price  Equity  Index  500 

-0.5 

5.1 

0.37e 

B 

USAA  Income  Stock  Fund 

5.3 

7.4 

■ 

B 

T  Rowe  Price  Growth  &  Income 

2.5 

3.0 

1.03 

B 

Vanguard  Dividend  Growth 

2.3 

9.2 

C 

T  Rowe  Price  Growth  Stock 

0.1 

3.4 

0.82 

A 

Vanguard  Energy  Fund-lnv 

23.9 

30.1 

D 

T  Rowe  Price  Media  &  Telecom 

3.9 

13.6 

1.20 

B 

Vanguard  Equity  Income-lnv 

7.1 

95 

A 

T  Rowe  Price  New  Era 

17.6 

24.6 

0.82 

- 

D 

Vanguard  Extended  Mkt  Index-lnv17 

3.6 

4.7 

D 

T  Rowe  Price  New  Horizons 

4.1 

-0.5 

1.02 

C 

Vanguard  500  Index-lnv17 

-0.4 

5.2 

F 

T  Rowe  Price  Science  &  Tech 

-16.3 

-11.5 

1.21 

C 

Vanguard  Growth  &  Income-lnv 

0.0 

4.2 

C 

T  Rowe  Price  Spectrum  Growth 

4.0 

7.5 

0.86ae 

D 

Vanguard  Growth  Index-lnv17 

-5.2 

-0.9 

A 

Putnam  Equity  Income-A 

7.8 

7.6 

1.13e 

D 

Vanguard  Morgan  Growth-lnv 

-1.4 

3.5 

B 

Putnam  Fund  for  Growth  &  Income-A 

4.2 

4.6 

0.99 

C 

Vanguard  Small-Cap  Index-lnv17 

7.6 

3.5 

B 

Putnam  Health  Sciences-A 

0.1 

4.2 

1.18 

C 

Vanguard  Tot  Stock  Mkt  Index-lnv17 

0.7 

5.3 

D 

Putnam  Investors  Fund-A 

-4.5 

3.2 

1.35 

D 

Vanguard  US  Growth-lnv 

-11.9 

-2.5 

F 

Putnam  New  Opportunities-A 

-9.5 

1.5 

1.42 

C 

Vanguard  Value  Index-lnv17 

5.1 

12.0 

D 

Putnam  Vista  Fund-A 

-6.0 

1.4 

1.30 

B 

Vanguard  Windsor  Fund-lnv 

8.0 

5.4 

D 

Putnam  Voyager  Fund-A 

-7.6 

-4.9 

1.25 

B 

Vanguard  Windsor  ll-lnv 

8.4 

8.0 

C 

RiverSource  Disciplined  Equity-A15 

-1.3 

4.0 

1.31 

A 

VanKampen  Comstock  Fund-A 

9.1 

8.0 

.  _ 

B 

RiverSource  Diversified  Equity  Inc-A 

10.2 

15.9 

1.11 

D 

VanKampen  Enterprise  Fund-A 

-7.9 

-2.0 

C 

RiverSource  Dividend  Opportunity-A 

1.8 

11.7 

1.18 

B 

VanKampen  Growth  &  Income-A 

7.2 

8.9 

c 

RiverSource  Equity  Value-A 

5.5 

15.5 

1.18p 

D 

VanKampen  Pace  Fund-A 

-4.0 

0.4 

' 

D 

RiverSource  Growth-A 

-9.3 

1.0 

1.71 

D 

VanKampen  Strategic  Growth-A18 

-10.5 

-1.2 

C 

RiverSource  Large  Cap  Equity-A16 

-4.6 

-0.7 

1.51 

u 

B 

Victory  Diversified  Stock-A 

4.7 

3.4 

c 

RiverSource  Mid  Cap  Growth-A 

-0.7 

-6.2 

1.17 

B 

W&R  Accumulative-A 

1.0 

5.1 

— 

IbmI 

A+ 

Royce  Total  Return-lnv 

13.5 

5.3 

1.19e 

C 

W8iR  Core  Investment-A 

-0.1 

9.5 

A 

RS  Value  Fund 

16.3 

7.3 

1.63e 

D 

W8iR  New  Concepts-A 

-0.6 

3.9 

C 

Russell  Diversified  Equity-S 

-0.5 

4.6 

1.17 

D 

W8iR  Science  8i  Technology-A 

0.0 

2.3 

J 

mjjjSt 

C 

Russell  Quantitative  Equity-S 

0.0 

5.3 

_JL9JL 

D 

W&R  Vanguard  Fund-A 

-3.7 

2.7 

A+ 

Russell  Real  Estate  Securities-S 

 19.2  

16.2 

1.24 

A 

C229BS)  Weitz  Partners  Value 

5.7 

2.2 

B 

Russell  Special  Growth-S 

7.0 

4.1 

1.62 

A 

CSSEES)  Weitz  Value  Fund 

6.2 

1.8 

B 

Salomon  Bros  Capital-A 

_  5.1  

-0.5  

1.87e 



C 

Wells  Fargo  Common  Stock-A 

5.7 

7.6 

B 

Salomon  Bros  Investors  Value-A 

4.6 

10.0 

1.07p 

D 

Wells  Fargo  Growth-lnv 

-7.0 

2.9 

C 

Schwab  Small  Cap  Index-Sel 

6.5 

3.0 

0.44 

C 

Wells  Fargo  Opportunity-lnv 

3.9 

0.5 

c 

Selected  American  Shares-D 

4.2 

10.6 

0.62p 

C 

WM  West  Coast  Equity-A 

5.1 

5.4 

( 

MM 

F 

Seligman  Commun  &  Info-A 

-4.2 

8.4 

2.00p 

Res 
cor 
exp 
cor 

ults  1 
nmiss 
ense 
nmiss 

hrough  July  31.  Cost  drag:  Annual  expense  r; 
ions  paid  by  the  fund  for  buying  and  selling 
s  by  fund  sponsor,  e:  Estimate,  p:  Estimate  ba 
ions.  'Reflects  performance  of  AIM  Blue  Chip 

itio  plus  brokerage 
securities,  a:  Net  of  abso 
sed  on  prior  fiscal  year  b 
prior  to  3/27/06  merger. 

B 

Sentinel  Common  Stock-A 

4.3 

9.1 

1.06 

ptii 
rok 

A 

Sentinel  Small  Company-A 

10.2 

2.9 

1.33p 

B 

Sound  Shore  Fund 

8.9 

6.8 

1.16e 

r\eilt(-U>  ptr  ui  [  t  idi  i<_t  Ul  June  jueei  mvesuiieiil  pnui  ivj  jaiiuaiy  inciyci. 

formerly  Scudder  Capital  Growth  Fund-A.  "Formerly  Scudder  Equity  500  Index-In 
formerly  Scudder  Growth  &  Income  Fund-A.  'Formerly  Scudder  Large  Cap  Value- 
'Formerly  Scudder  Mid  Cap  Growth-A.  formerly  Goldman  Sachs  Core  US  Equity-/ 

C 

SPDR  Trust-1 

— <J.  / 

5.3 

0.1 2e 

c 

SSgA  S&P  500  Index 

-0.4 

5.2 

0.17 

'Formerly  Smith  Barney  Aggressive  Growth-A.  '"Formerly  Smith  Barney  Appreciati 
Fund-A.  "Formerly  Smith  Barney  Capital  &  Income-SB  A.  "Formerly  Smith  Barney 

c 

STI  Classic  Capital  Appreciation-A 

-2.8 

0.0 

1.71 

Dividend  Strategy-A.  "Formerly  Smith  Barney  Fundamental  Value  Fund-A.  "Form 
Morgan  Stanley  American  Opportunities-A.  ,5Reflects  performance  of  RiverSource 
Stock  fund  prior  to  3/13/06  merger.  ,6Reflects  performance  of  RiverSource  New 
Dimensions  prior  to  3/13/06  merger.  "May  impose  annual  $10  account  maintenar 
fee.  "Formerly  VanKampen  Emerging  Growth-A.  Sources:  Forbes;  Upper;  Morr.ini 

B 

STI  Classic  Large  Cap  Relative  Vai-A 

4.1 

7.0 

1.23 

A 

<!flffl^  Stratton  Small-Cap  Value 

18.2 

6.4 

1.32e 

|  ON  FORBES  HONOR  W^A^tF  i3'AG 

FOR  MORE  FUNDS  GO  TO  VVWW.FORBES.COM/FUNDSUR 

KOV. 
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Contact  us  at  1-800-PORSCHE  or  porscheusa.com.  ©2006  Porsche  Cars  North  America,  Inc.  Porsche  recommends  seat 
belt  usage  and  observance  of  all  traffic  laws  at  all  times.  Model  shown  includes  optional  equipment  at  additional  cost. 


Rental  cars  make 
the  heart  grow  fonder. 

Once  you've  had  the  911  Carrera  4S,  getting  behind  the  wheel  of  anything  else  is  a  disappointment. 
You  miss  the  instantaneous  acceleration.  The  fluid  all-wheel  drive.  And  its  unrelenting  hold  on 
the  road.  Then  again,  coming  back  home  is  that  much  sweeter.  Porsche.  There  is  no  substitute. 


3   The  911  Carrera  4S 


PDR! 
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FUNDlSIIRVEY 


Global  Stocks 

These  funds  buy  both  U.S.  and  overseas 
stocks.  Over  the  last  six  years  they  averaged 
an  annual  return  of  9%  versus  -0.3%  for  the 
S&P  500  and  4.4%  for  the  Morgan  Stanley 
Capital  International  EAFE  Index. 


200 


S&P  500  and  MSCI  EAFE  price  index  7/31/01=100 


PERFORMANCE 


UP 

DOWh 

LATEST 

COST 

6-YEAR 

12 

DRAG 

,.  FUND 

ANNUALIZED 

MONTHS 

PER  $100 

AIM  Global  Aggressive  Growth-A 

1.4% 

20.4% 

$1.90 

AIM  Global  Equity-A1 

6.4 

11.5 

1.72p 

|  AIM  Global  Growth-A 

-3.4 

14.3 

1.95 

AIM  Global  Health  Care-A 

6.4 

3.6 

1.71 

AIM  Gold  &  Precious  Metals-A 

25.6 

59.3 

2.02p 

AllianceBernstein  Global  Tech-A 

-13.4 

-3.4 

1.97 

B 

American  Century  Global  Gold-lnv 

29.5 

69.9 

0.69e 

A+ 

American  Funds  Capital  Inc  Builder-A 

11.3 

11.7 

0.64e 

American  Funds  Cap  World  G  &  l-A 

10.4 

18.5 

0.86p 

American  Funds  New  Perspective-A 

4.6 

16.4 

0.82 

American  Funds  Smallcap  World-A 

3.0 

15.0 

1.30 

Atlas  Global  Growth 

3.9 

10.7 

1.39 

Calamos  Global  Growth  &  Income-A 

5.9 

18.2 

1.45 

Dreyfus  Premier  WW  Growth-A 

0.3 

12.9 

1.27 

B 

DWS  Global  Opportunities-A2 

4.6 

11.9 

1.84 

c 

C 

DWS  Global  Thematic-A3 

6.3 

27.7 

1.93 

A 

B 

DWS  Gold  &  Precious  Metals-A4 

32.3 

63.4 

1.95 

Eaton  Vance  WW  Health  Sciences-A 

1.6 

2.1 

1.61  e 

Evergreen  Asset  Allocation-A 

9.2 

7.4 

1.00e 

Evergreen  Global  Opportunities-A 

7.2 

20.2 

2.12 

l-wprnrf>pii  Prorinnc  MotaIc-A 

CVtriyiccM  riCL.IUUj  IVlCLdl>  M 

35.7 

79.7 

1  R1 

Fidelity  Adv  Natural  Resources-T 

16.4 

32.6 

1.44 

Fidelity  Global  Balanced 

5.8 

10.9 

1.50e 

Fidelity  Select-Gold 

26.1 

70.1 

1.51p 

C 
C 

Fidelity  Worldwide 

4.7 

15.0 

1.07 

First  Investors  Global  Fund-A 

0.2 

11.4 

2.03 

Franklin  Gold  &  Precious  Metals-A 

26.7 

73.4 

1.02 

Franklin  Mutual-Discovery-A 

10.9 

16.5 

1.51p 

Goldman  Equity  Growth  Strategy-A5 

4.5 

16.2 

1.47ae 

Hartford  Global  Health-A 

9.5 

11.8 

1.76 

Hartford  Global  Leaders-A 

0.2 

8.3 

2.13 

A 

B 

Ivy  Global  Natural  Resources-A 

24.6 

38.2 

1.83 

F 

A 

Janus  Global  Life  Sciences 

0.3 

2.5 

1.13 

F 

Janus  Global  Technology 

-15.8 

0.3 

1.17 

D 

Janus  Worldwide 

-6.9 

4.5 

0.98 

c 

D 

Jennison  Global  Growth-A 

-1.5 

14.5 

1.65 

A 

B 

Jennison  Natural  Resources-A 

26.7 

42.2 

1.49 

B 

C 

Lord  Abbett  Alpha  Strategy-A 

.,.  5.3 

15.8 

1.83ae 

A 

Merrill  Global  Allocation-A 

10.5 

14.2 

1.26e 

D 

Merrill  Global  Growth-A 

-2.8  17.1 

1.74 

C 

Merrill  Global  SmallCap-A 

6.3 

7.8 

1.84 

70 


50 


30 


Rising  markets 


Declining  markets 


'01  I  '02 


'04 


PERFORMANCE 


'05  '06 


DOWN 

FUND 

6-YEAR 
ANNUALIZED 

LATEST 

12 
MONTHS 

C 
D 
PER 

D 

Merrill  Global  Value-A 

5.7% 

26.4% 

S1 

B 

Merrill  Natural  Resources-A 

21.7 

24.8 

B 

MFS  Global  Equity-A 

5.4 

17.2 

C 

MFS  Global  Growth-A 

0.3 

11.8 

A+ 

MFS  Global  Total  Return-A 

6.9 

11.2 

C 

MS  Global  Advantage-A 

-3.1 

9.1 

c 

MS  Global  Dividend  Growth  Secs-A 

6.6 

11.4 

A 

MS  Global  Utilities-A 

2.7 

7.9 

C 

Oakmark  Global-I 

19.0 

16.6 

D 

Oppenheimer  Global  Fund-A 

4.7 

11.7 

D 

Oppenheimer  Global  Opps-A 

5.4 

16.2 

C 

Oppenheimer  Gold  &  Special-A 

29.5 

73.8 

B 

Polaris  Global  Value 

14.7 

14.4 

•C 

T  Rowe  Price  Global  Stock 

2.9 

19.5 

B 

Purisima  Total  Return 

4.7 

14.9 

D 

Putnam  /"*lr*K"il  Pmiitw-A 

ruindin  uiuudi  cuuity  m 

-4.3 

13.9 

C 

RiverSource  Global  Equity-A 

-1.6 

19.3 

A 

RS  Global  Natural  Resources 

26.5 

27.8 

2 

C 

Rydex  Precious  Metals-lnv 

20.5 

55.9 

2 

D 

Seligman  Global  Technology-A 

-8.4 

7.9 

2 

D 

TA  IDEX  Templeton  Great  Cos  Global-A 

-6.3 

10.6 

C 

Templeton  Global  Opportunities-A 

5.0 

18.7 

C 

Templeton  Global  Smaller  Cos-A 

10.3  . 

9.1 

11 

B 

Templeton  Growth  Fund-A 

9.6 

13.6 

C 

Templeton  World  Fund-A 

6.6 

12.8 

A 

UBS  Global  Allocation-A 

9.2 

8.5 

C 

UBS  Global  Equity-A 

4.6 

9.9 

B 

US  Global  Resources 

33.1 

40.4 

B 

US  Global  World  Precious  Minerals6 

36.3 

98.9 

A 

USAA  Cornerstone  Strategy 

4.7 

6.2 

A 

USAA  Precious  Metals  &  Minerals 

35.8 

83.9 

B 

USAA  World  Growth  Fund 

1.9 

17.4 

1 

B 

Van  Eck  Global  Hard  Assets-A 

21.0 

38.9 

B 

Vanguard  Global  Equity 

12.1 

17.6 

C 

C 

VanKampen  Global  Equity  Alloc-A 

1.9  14.3 

c 

VanKampen  Global  Value  Equity-A 

4.7 

10.5 

Results  through  July  31.  Cost  drag:  Annual  expense  ratio  plus  brokerage  commiss 
paid  by  the  fund  for  buying  and  selling  securities,  a:  Net  of  absorption  of  expens 
by  fund  sponsor,  e:  Estimate,  p:  Estimate  based  on  prior  fiscal  year  brokerage 
commissions.  'Reflects  performance  of  AIM  Global  Consumer  Products  prior  to  & 
merger.  -'Formerly  Scudder  Global  Discovery  Fund-A.  formerly  Scudder  Global  Func 
"Formerly  Scudder  Gold  &  Precious  Metals  Fund-A.  formerly  Goldman  Aggressive 
Growth  Strategy-A.  "Account  closing  fee  of  $10.  Sources:  Forbes;  Upper;  Morning* 
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A  new  way  to 
bring  it  all  together 
for  better  health. 

Now  Aetna  introduces  a  new  approach 
to  medical  management  that  can  help 
people  achieve  their  optimal  health. 
Aetna  Health  Connections  integrates 
clinical  data  and  programs  across  Medical, 
Dental,  Pharmacy,  Behavioral  Health 
and  Disability  insurance  plans  to  provide 
a  picture  of  every  member's  overall  medical 
condition.  With  our  holistic  approach, 
doctors  and  nurse  case  managers  have 
the  data  they  need  to  help  patients 
achieve  better  outcomes,  and  make  earlier 
interventions  when  appropriate.  To  find 
out  more,  call  your  broker  or  consultant, 
Aetna  representative,  or  visit  aetna.com. 


We  want  you  to  know" 


X  Aetna 


Health 

Dental 

Pharmacy 

Behavioral  Health 

Long  Term  Care 

Disability 

Life 


©2006  Aetna  Inc.  Plans  are  offered  by  Aetna  Lite  Insurance  Company.  Health  insurance 
plans  contain  exclusions  and  limitations.  Policy  form  numbers  include  GR-29  and  GR-700-W. 
200630 


TU MTU  SURVEY 


Foreign  Stock 

The  average  six-year  return  for  the  following 
funds,  which  invest  in  developed  or  emerging 
market  stocks,  is  8.4%.  These  funds  have  all 
endured  four  bull  and  bear  markets  and  have 
at  least  $100  million  in  assets. 


400 


300 


200 


100 


50 


MSCI  EAFE  price  index  2/28/91=10 


Rising  markets 


Declining  markets 


i 

'91  I 


'93 1     I  '95 1     I '97 1     I  '99 


UP 

■ 

DOWN 

6-YEAR 

LATEST 
12 

COST 
DRAG 

FUND 

ANNUALIZED 

MONTHS 

PER  $100 

B 

AIM  Developing  Markets-A 

13.8% 

32.6% 

$2.06 

A 

Alpine  Intl  Real  Estate  Equity-Y 

20.0 

15.3 

1.34 

B 

American  Funds  EuroPacific  Growth-A 

5.7 

24.5 

0.88p 

D 

AXA  Enterprise  Intl  Growth-A 

-0.8 

30.3 

2.25 

A 

Boston  Co  Intl  Core  Equity 

11.6 

24.7 

1.27 

O 

DWS  International  Fund-A' 

1.0 

23.0 

1.56 

A 

DWS  Latin  America  Equity-A2 

17.2 

48.0 

2.10 

- 

D 

DWS  Pacific  Oppors  Equity-A3 

5.9 

22.5 

2.44 

C 

Eaton  Vance  Emerging  Mkts-A 

13.5 

19.8 

2.59e 

D 

Eaton  Vance  Greater  China  Growth-A 

3.8 

20.0 

2.91e 

A 

Eaton  Vance  Greater  India-A 

16.8 

29.6 

2.51e 

C 

Evergreen  Emerging  Mkts  Growth-A 

14.0 

39.2 

2.59a 

B 

Evergreen  International  Equity-A 

6.1 

23.4 

1.21 

D 

Excelsior  International 

0.8 

20.2 

1.83p 

F 

Federated  International  Equity-A 

-2.8 

21.3 

2.13a 

D 

Fidelity  Adv  Emerging  Asia-T 

6.7 

22.7 

2.20 

D 

Fidelity  Adv  Overseas-T 

2.0 

18.5 

1.77 

A 

Fidelity  Canada  Fund 

12.8 

21.3 

1.26 

C 

Fidelity  Emerging  Markets 

12.8 

38.0 

1.63 

c 

Fidelity  Europe 

5.8 

20.9 

1.46 

B 

Fidelity  International  Discovery 

7.2 

23.8 

1.37 

A+ 

Fidelity  Latin  America 

18.4 

53.0 

1.43 

D 

Fidelity  Overseas  Fund 

3.2 

24.8 

1.19 

D 

Fidelity  Pacific  Basin 

4.4 

28.5 

1.43 

C 

Fidelity  Southeast  Asia 

9.3 

26.8 

1.79 

F 

Goldman  Asia  Equity  Fund-A4 

5.5 

11.1 

1.62 

B 

Guinness  Atkinson  China  &  Hong  Kong 

5.4 

11.0 

1.71p 

A 

Harbor  International-lnv 

10.2 

30.8 

1.37 

- —  . 

C 

ING  Emerging  Countries-A 

6.4 

16.5 

2.24 

C 

Ivy  International  Fund-A 

0.1 

23.2 

1.99 

D 

Ivy  Pacific  Opportunities-A 

7.1 

22.7 

2.65 

F 

Japan  Fund 

1.0 

24.3 

1.76 

B 

Lazard  Emerging  Markets-Open 

15.5 

28.3 

1.69p 

D 

Legg  Mason  P  Intl  All  Cap  Growth-A5 

-2.1 

21.7 

1.49 

C 

Matthews  Korea  Fund 

22.0 

26.1 

1.50 

c 

Merrill  Developing  Capital  Mkts-A 

10.9 

30.0 

2.35 

A 

Merrill  EuroFund-A 

8.4 

22.0 

1.49 

B 

Merrill  International  Value-A 

7.9 

22.8 

1.54 

A 

Merrill  Latin  America-A 

9.5 

51.0 

1.88 

e , 

Merrill  Pacific-A 

•  4.8 

31.8 

1.20 

Iff 

i^  ;                                           f  OR  MORE  FUNDS  GO  TO  WV 
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PERFORMANCE 

TOTAI  RF 

TURN 

■ 

UP 

A 

6-YEAR 

LATEST 
12 

I 

1 

FUND 

ANNUALIZED 

MONTHS 

m 

B 

MS  European  Equity-A 

2.3% 

20.3% 

5- 

C 

MS  Pacific  Growth-A 

3.5 

23.2 

1 

C 

Phoenix  Foreign  Oppors-A 

5.2 

25.8 

1 

B 

Pioneer  Emerging  Markets-A 

11.6 

37.0 

i 

B 

T  Rowe  Price  European  Stock 

2.8 

17.0 

1 

C 

T  Rowe  Price  Intl  Discovery 

6.4 

27.9 

1 

C 

T  Rowe  Price  International  Stock 

0.6 

18.9 

A 

T  Rowe  Price  Latin  America 

20.9 

56.9 

1 

D 

T  Rowe  Price  New  Asia 

7.4 

13.6 

• 

C 

Principal  Diversified  Intl-A 

4.4 

30.1 

- 

Bfl| 

B 

Putnam  Europe  Equity-A 

2.2 

21.9 

B 

Putnam  International  Equity-A 

2.5 

22.9 

B 

Quant  Emerging  Markets-0 

17.4 

28.5 

D 

RiverSource  Intl  Opportunity-A 

-1.5 

25.1 

1 

C 

Russell  Emerging  Markets-S 

12.7 

26.3 

C 

Russell  International  Securities-S 

3.9 

23.7 

B 

SSgA  Emerging  Markets 

14.0 

32.4 

C 

Templeton  Developing  Mkts-A 

13.7 

24.1 

A 

Templeton  Foreign  Fund-A 

7.8 

15.0 

A+ 

US  Global  Gold  Shares6 

35.3 

106.6 

C 

USAA  Emerging  Markets 

11.2 

22.0 

B 

USAA  International  Fund 

6.3 

25.5 

A+ 

Van  Eck  Intl  Investors  Gold-A 

31.9  • 

88.4 

B 

Vanguard  Emerging  Mkts  Index-lnv7 

13.4 

26.2 

B 

Vanguard  European  Stock  Index-lnv7 

4.8 

22.5 

C 

Vanguard  International  Growth-lnv 

3.8 

25.3 

B 

Vanguard  International  Value 

8.2 

27.4 

D 

Vanguard  Pacific  Stock  Index-lnv7 

3.3 

28.7 

B 

VanKampen  Emerging  Markets-A 

9.7 

31.7 

D 

W&R  International  Growth-A 

-1.0 

23.7 

D 

Wells  Fargo  Asia  Pacific-lnv 

10.2 

27.0 

D 

Wells  Fargo  Emerg  Mkts  Focus-A8 

9.6 

33.1 

C 

WM  International  Growth-A 

1.8 

22.6 

C 

Wright  Intl  Blue  Chip  Equities-S 

3.3 

27.9 

Results  through  July  31.  Cost  drag:  Annual  expense  ratio  plus  brokerage  commis 
paid  by  the  fund  for  buying  and  selling  securities,  a:  Net  of  absorption  of  exper 
by  fund  sponsor,  e:  Estimate,  p:  Estimate  based  on  prior  fiscal  year  brokerage  cc 
missions.  'Formerly  Scudder  International  Fund-A.  'Formerly  Scudder  Latin  Amef 
Fund-A.  formerly  Scudder  Pacific  Opportunities  Fund-A.  'Formerly  Goldman  Sc 
Asia  Growth  Fund-A.  formerly  Smith  Barney  Intl  All  Cap  Growth-A.  'Account  c 
fee  of  $10.  7May  impose  annual  $10  account  maintenance  fee.  "Reflects  perforrf( 
of  Montgomery  Emerging  Markets  prior  to  June  2003  merger. 
Sources:  Forbes;  Upper;  Morningstar. 
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THE  WORD  ON  THE  STREET 
ABOUT  JANUS. 

According  to  The  Wall  Street  Journal,  issue  July  5,  2006,  six  Janus  growth  and 
core  funds  have  delivered  top-ten  returns  in  four  different  categories  (see  below). 
These  Janus  "Category  Kings"  are  the  result  of  hard-core  research  and  a  disciplined 
investment  approach  across  the  board  at  Janus.  And  they're  evidence  that  Janus  has 
sent  home  growth  performance  in  a  market  that  hasn't  decided  which  way  it's  headed 
Put  a  Category  King  to  work  for  you. 

6  JANUS  FUNDS  NAMED  "CATEGORY  KINGS" 
IN  THE  WALL  STREET  JOURNAL 


Among  the  top  performing  funds  in  their  category,  ranked  by  one-year  total  returns  (changes  in  net  asset  values 
with  reinvested  distributions)  as  of  6/30/06 


Large-Cap  Core  Funds  1-Year 

Category 
Kings  Ranking 

|  Average  Annual  Total  Returns  1 

3-Year      5-Year      10-Year    Since  Inception  Date 

Janus  Fundamental  Equity  Fund1  17.76% 

Janus  Adviser  Fundamental 
Equity  Fund  -  S  Shares1-8-9  17.75% 

#2  (out  Of  842) 
#3  (out  of  842) 

15.92%    5.32%   12.71%      12.70%  (6/96) 
15.71%    5.23%       -           12.86%  (5/97) 

Multicap  Core  Funds 

Janus  Contrarian  Fund2  34  56  22.05% 

#4  (out  of  807) 

23.56%    9.73%       -            8.39%  (2/00) 

Large-Cap  Growth  Funds 

Janus  Twenty  Fund2  *  11.73% 

#10  (out  of  704) 

15.13%    2.74%     9.98%      13.18%  (4/85) 

Multicap  Growth  Funds 

Janus  Orion  Fund2  3467  24.65% 
Janus  Research  Fund4  21.64% 

#1  (out  of  412) 
#10  (out  of  412) 

21.57%    9.58%       -            -1.62%  (6/00) 
-            -           -           18.11%  (2/05) 

Data  presented  reflects  past  performance,  which  is  no  guarantee  of  future  results.  Investment  results  and 
principal  value  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original 
cost.  Due  to  market  volatility,  current  performance  may  be  higher  or  lower  than  the  performance  shown. 
Call  your  financial  advisor  orvisitjanus.com  for  performance  current  to  the  most  recent  month-end. 

Please  consider  the  charges,  risks,  expenses  and  investment  objectives  carefully  before  investing.  For  a 
prospectus  containing  this  and  other  information,  please  call  your  financial  advisor  or  download  the  file 
fromjanus.com.  Read  it  carefully  before  you  invest  or  send  money. 

Results  will  vary  for  other  time  periods.  Please  see  a  Janus  prospectus  orjanus.com  for  more  information  about  fund  holdings  and  details. 

'Effective  June  30.  2006,  Janus  Core  Equity  Fund  has  been  renamed  Janus  Fundamental  Equity  Fund  and  Janus  Adviser  Core  Equity  Fund 
has  been  renamedjanus  Adviser  Fundamental  Equity  Fund. 

A  fund's  performance  may  be  affected  by  risks  that  include  those  associated  with  anon-diversification.  'investments  in  foreign  securities 
and  4emerging  markets,  non-investment  grade  debt  securities,  ^undervalued  or  overlooked  companies,  companies  with  relatively  small 
market  capitalizations  and  investments  in  specific  industries,  ^countries  or  "initial  public  offerings  (IPOs). 

8Class  S  Shares  (formerly  Class  1  shares)  commenced  operations  on  8-1-00  after  the  reorganization  of  the  Retirement  Shares  of  Janus 
Aspen  Series  into  the  Funds.  The  returns  for  the  Funds  reflect  the  performance  of  the  Retirement  Shares  of  Janus  Aspen  Series  prior 
to  the  reorganization.  (The  performance  of  the  Retirement  Shares  prior  to  5_I"97  reflects  the  performance  ol  the  initial  class  of  Janus 
Aspen  Series.)  The  performance  shown  reflects  the  fees  and  expenses  of  Class  S  shares  without  the  effect  of  any  fee  and  expense  limitations 
or  waivers. 

^Janus  Capital  has  contractually  agreed  to  waive  the  Fund's  total  operating  expenses  (excluding  the  distribution  and  shareholder  servicing 
fees,  administrative  services  fee.  brokerage  commissions,  interest,  taxes,  and  extraordinary  expenses)  to  certain  limits  until  at  least 
December  I,  2006.  Total  returns  shown  include  fee  waivers,  if  any.  and  without  such  waivers  total  returns  would  have  been  lower. 

'Closed  to  new  investors. 

The  Wall  Street  Journal5,  is  a  trademark  of  Dow  Jones  L.P.  Funds  distributed  by  Janus  Distributors  LLC  (7/06). 
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BoobyPrize 

The  Managers  20  fund  has  a  concentrated 
portfolio.  It's  concentrated  on  bad  stocks. 

By  Megan  Johnston 


■  T  IS  NOT  UNCOMMON  FOR  A  BIG 
I  pension  manager  to  take  on  a  tiny 
I  fund  as  a  showcase  for  the  firm's 
talents.  Well,  there's  not  much  to  show 
for  Oak  Associates,  which  signed  on 
to  run  the  Managers  20  fund  in  2000. 
And  that's  why  we  award  the  $14  mil- 
lion fund  this  year's  Booby  Prize. 

Oak  runs  $5  billion,  spread  among 
institutional  accounts  and  seven  of  its 
own  mutual  funds,  with  names  like 
Live  Oak  and  Black  Oak.  Managers 
20,  distributed  by  Affiliated  Managers 
Group,  launched  in  1998  but  enlisted 
Oak  in  2000  to  be  its  subadviser,  the 


hired-gun  talent  that  would  make  the 
thing  soar. 

Alas,  Oak's  tenure  at  Managers  20 
is  a  recurring  flashback  to  2000,  when 
it  came  aboard.  Morningstar  analyst 
Christopher  Davis  explains  the  poor 
performance  by  noting  that  Oak  is 
wedded  to  the  silicon,  health  care  and 
biotech  names  that  were  stars  in  the 
previous  decade. 

Will  they  ever  rebound?  They 
might.  But  you  can  lose  a  lot  of  money 
waiting  for  the  day 

The  name  of  the  fund  refers  to  the 
notion  that  these  20  stocks  are  the  best 


essentia  It 


I 


ones  on  Oaks  buy  list.  But  if  these  are  the 
best,  we'd  hate  to  be  in  a  portfolio  of  Oak's 
so-so  stocks.  Over  the  past  six  years  Man- 
agers 20  has  lost  an  average  21.1%  a  year. 
That's  20.8  percentage  points  worse  than 
the  average  monkey  selecting  stocks  from 
the  S&P  500.  Per  year. 

Every  dog  has  its  day,  and  this  canine 
is  no  exception.  In  2003  the  fund  climbed 
56%.  Nice,  but  here's  the  grim  arithmetic 
of  roller-coaster  returns:  If  you  lose  50%, 
you  can't  make  it  back  by  gaining  50%. 
You  have  to  do  100%  to  get  back  to  even. 

The  fund  has  a  way  of  making  a  bad 
thing  worse.  It  charges  money  for  pick- 
ing these  20  stocks.  Expenses  (incorpo- 
rated, by  the  way,  in  the  -21.1%  return) 
are  $1.58  per  $100  of  assets  annually.  On 
top  of  this  there's  a  sales  load  (not 
reflected  in  the  performance  number) 
of  5.75%. 

James  D.  Oelschlager  and  Donna  Bar- 
ton are  two  of  the  portfolio  managers,  in 
office  since  2000.  Two  years  ago  Oak 
added  a  third,  bringing  on  well-regarded 


Wall  Street  economist  Edward  Yardeni. 
But  he  hasn't  entirely  lifted  the  fund  out  of 
its  depression.  Since  he  joined,  the  fund 
has  underperformed  the  S&P  500  by  13.4 
points  a  year. 

Oelschlager  says  it  would  make  no 
sense  to  sell  out  of  tech  and  growth  stocks 
now,  after  so  long  a  period  when  they 
have  been  falling  behind.  "You  don't  want 
to  buy  the  hot  stocks  in  the  hot  areas,"  he 
says.  "That's  how  you  set  yourself  up  for  a 
whipsaw." 

The  Managers  20  fund  looks  a  lot  like 
another  fund  run  by  Oak  Associates,  the 
$538  million  White  Oak  Select  Growth. 
White  Oak  is  also  similarly  concentrated, 
with  25  holdings,  many  of  which  overlap 
with  the  picks  in  the  Managers  20  fund. 
White  Oak  Select  Growth  was  also  a 
Booby  Prize  contender  this  year,  but  its 
expenses  of  $1.14  per  $100  and  the 
absence  of  a  sales  load  make  it  look  too 
reasonable. 

Cisco  Systems,  an  Oak  Associates 
favorite,  has  been  flatlining  for  the  last  five 


years.  Another  holding,  the  $1.5  billion 
(market  cap)  Affymetrix,  which  develops 
DNA  chip  technology,  has  fallen  from  a 
high  of  $160  in  March  2000  to  a  recent 
$22.  It's  in  what  should  be  a  good  busi- 
ness, but  it  reported  weak  quarterly  earn- 
ings and  has  investors  worried  over  a 
patent  lawsuit  with  a  competitor. 

As  of  the  end  of  July  Managers  20's 
top  pick  was  Israeli  generic  drug  maker 
Teva  Pharmaceuticals,  which  has  fallen 
19%  this  year  on  investor  worries  about 
pricing  in  an  already  nervous  health  care 
sector. 

Okay,  the  managers  pick  a  few  win- 
ners, which  tend  to  veer  away  from  the 
tech  and  health  care  themes.  One  is 
Charles  Schwab,  the  securities  brokerage, 
a  turnaround  story — up  19%  over  the  past 
year  on  strong  inflows  of  new  client  assets. 
Oil  services  company  Baker  Hughes  has 
returned  33%  in  the  past  year  on  higher 
energy  prices.  The  fund  needs  only  18 
more  stocks  like  these  and  it  will  look 
pretty  good.  F 
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Makers  Breakers 


FOR  MORE  FINANCIAL  STATS  GO  TO  WWW.FORBES.COM/MAKERS 

Pipeline  Perils 


That  leaky  Alaskan  pipeline  has  cost  BP  (69,  BP)  dearly  in  reputa- 
tion. But  the  financial  hit?  Far  too  small  to  justify  the  recent  5% 
decline  in  BP  shares.  BP's  stake  in  the  Prudhoe  Bay  field  is  on 
26%,  meaning  that  its  production  loss  amounts  to 
50,000  barrels  per  day.  That's  less  than  1.5%  of  BPs 
daily  production  of  3.9  million  barrels  of  oil  and  gas 
equivalents.  The  trouble  is  likely  to  shave  $300  million 
off  bps  expected  $23.3  billion  in  net  income  this  year. 
Theodore  Harper,  an  analyst  at  Frost  Bank  in  Houston, 
recommends  buying  bp  shares  now. 

There  are  other  woes.  An  explosion  at  its  Texas  City  refinery 
last  year  killed  15.  Technical  mistakes  are  delaying  the  company's 
huge  Thunder  Horse  deepwater  project  in  the  Gulf  of  Mexico. 

Bad  headlines,  yes,  but  they  have  not  led  to  a  crisis  of  confi- 
dence in  the  leadership  of  Chief  Executive  John  Browne  such  as 
befell  BPs  rival  Royal  Dutch  Shell  in  2004.  At  Shell  revelations  of 
fraudulent  reserve  accounting  brought  the  resignation  of  three 
executives.  Shell  continues  to  struggle  with  year  upon  year  of 
declining  oil  output.  Odd,  then,  that  Shell  shares  hit  a  record  high 
in  the  days  after  the  Prudhoe  Bay  news. 

BP  is  averaging  5%  annual  production  growth  and  boasts 
larger  proved  reserves.  In  Azerbaijan  it  recently  opened  its  $4  bil- 


Workers  patching  BP's  much-deplored  Alaska  pipeline  leak. 

lion  pipeline  after  12  years  of  work.  BP  owns  one-third  of  arl 
Azerbaijan  megafield.  And  it  has  a  promising  joint  venture  in 
Russia.  It  also  has  big  projects  in  Angola  and  North  American 
refinery  upgrades.  BP  earnings  rose  5.7%  in  the  year's  first  half  to 
$12.9  billion  on  revenue  of  $139  billion.  BP's  trailing  price/earn- 
ings multiple  is  an  affordable  12.  — Christopher  Helman 


Stock  price 


Blood  in  the  Aisles 

Being  in  the  middle  is  no  fun  in  the  gro- 
cery business.  Discounters  like  Wal-Mart 
and  high-end  purveyors  like  Whole  Foods 
have  slammed  traditional  supermarket 
chains.  But  SUPERVALU  (27,  SVU)  thinks  it  can 
beat  the  trend  by  dou- 
bling down.  SuperValu 
just  bought  much  of  the 
beleaguered  Albertsons 
chain  for  $12.4  billion  in 
cash,  stock  and  debt 
to  become  the  second- 
largest  U.S.  supermarke- 
teer.  (Some  of  the  stores  went  to  the  CVS 
drugstore  chain  and  Cerberus,  a  private 
equity  firm.) 

But  Wall  Street  predicts  indigestion. 
SuperValu's  stock  is  off  18%  since  the 
announcement,  and  ratings  agencies  have 
slashed  the  company's  bonds  to  junk. 

CIBC  analyst  Perry  Caicco  thinks  the 
doubters  miss  the  opportunity  here  for 


SuperValu,  a  well-run  grocery  wholesaler 
that  also  has  1,300  retail  stores  under  the 
Sav-A-Lot,  Cub  Foods  and  Shop  n  Save 
banners.  In  fiscal  2006  (ended  Feb.  25) 
earnings  fell  46%  to  $206  million,  some  of 
that  from  one-time  charges  on  sales  of 
stores  in  Chicago  and  Pittsburgh.  Earn- 
ings fell  a  further  4%  in  the  first  quarter, 
thanks  to  acquisition  costs. 

SuperValu's  biggest  task  will  be  to 
undo  Albertsons'  sins  of  the  past.  Prior 
management  plowed  money  into  useless 
technologies,  like  in-store  plasma  moni- 
tors and  do-it-yourself  price  scanners, 
while  ignoring  the  basics,  like  clear  pric- 
ing, well-stocked  shelves  and  motivated 
employees.  SuperValu  will  scrub  Albert- 
sons'  centralized  management  structure 
in  favor  of  its  highly  successful  strategy 
of  giving  regional  managers  more  sway. 

SuperValu  trades  at  19  times  trailing 
earnings,  a  bit  steeper  than  Kroger,  at  17 
times,  but  cheaper  than  Publix  Super 
Markets,  at  22.  — David  Armstrong 


My  Enemy,  My  Love 

A  lot  of  companies  curse  Microsoft,  and 
REALNETWORKS  (10,  RNWK)  used  to  be  ond 
of  them.  Three  years  ago  it  sued  the  soft- 
ware giant,  charging  that  it  was  trying  to 
monopolize  the  digital  media  business. 

But  Microsoft  set- 
tled the  suit,  and  Real- 
Networks, maker  of 
RealPlayer  (download- 
able software  for  access- 
ing audio  and  video 
files),  couldn't  be  more 
pleased.  Microsoft  paid 
$761  million  in  cash. 
And  that  vaulted  the  moneylosing  Real- 
Networks into  the  black  for  2005  and  this 
year's  first  quarter.  Its  stock  has  jumped. 

But  Goldman  Sachs  analyst  Anthony 
Noto  says  hotter  competition  and  cus- 
tomer defections  are  ominous.  Real- 
Networks has  a  48  P/E,  versus  38  for  peers; 
We  say  short  the  stock.  —Megan  Johnston 
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Portfolio  Strategy 


Kenneth  L.  Fisher 


THE  NOVEMBER 
SURPRISE 


NOWADAYS  THE  STOCK  MARKET  HAS  LOTS  OF  POLIT- 
ical  fear  priced  into  it.  Shrug  off  the  fear  and  buy. 
You'll  find  stocks  a  little  cheaper  than  they  should  be. 
The  fear  is  of  a  Democratic  congressional  sweep. 
The  Dems'  taking  both  houses  (gaining  6  Senate 
seats  and  15  in  the  House)  could  destabilize  markets.  And  mar- 
kets do  really  hate  political  change.  It's  not  that  Republicans  are 
good  for  stocks  and  Democrats  bad.  After  all,  didn't  stocks  do  well 
in  the  1960s  and  1990s,  when  Democrats  had  the  White  House, 
Congress  or  both?  And  haven't  stocks  disappointed  during  the 
current  all-Republican  era?  What  worries  investors  is  simply  any 
change  in  control — always. 

Iraq,  gasoline  prices  and  the  Middle  East  have  the  incumbent 
party  on  the  defensive  now,  but  here's  something  to  appreciate: 
As  congressional  elections  heat  up,  popularity  shifts  toward  that 
party  with  the  structural  advantage.  By  that  I  mean  which  has 
fewer  Senate  seats  up  for  reelection,  which  has  fewer  open  seats 
(without  an  incumbent  running),  how  seemingly  close  districts 
vote  on  other  issues,  which  has  more  money  and  which  controls 
the  bulk  of  the  state  houses.  These  are  all  advantages.  At  the 
moment  Republicans  have  the  edge.  In  2008  Democrats  will, 
because  there  will  be  vastly  more  Republican  Senate  seats  up  for 
reelection.  I  might  not  be  bullish  in  mid-2008,  but  I  am  now. 

The  Bob  Ney  House  seat  in  Ohio  is  a  good  illustration.  The 
scandal  involving  his  connection  to  lobbyist  lack  Abramoff  had 
the  Democrats  hoping  to  knock  him  off.  Because  it's  a  heavily 
Republican  district  otherwise,  with  Ney's  announcement  to  not 
seek  reelection,  this  seat  will  stay  Republican  because  of  struc- 
tural advantage.  This  is  one  Democratic  hope  bashed. 

A  basic  rule  of  politics  and  a  little-known  fact:  The  Senate 
changes  hands  so  much  more  easily  than  the  House  that  in  100 
years  the  House  has  never  changed  hands  unless  the  Senate  has, 
too.  For  the  Democrats  to  win  the  House  they  must  win  the  Senate, 
which  means  they  must  win  almost  every  close  race— something 
that  almost  never  happens.  I  count  only  seven  this  year.  There  are 


more  Democratic  than  GOP  Senate  seats  up  in  2006.  And  two 
more  open  Democratic  seats  than  Republican;  that's  more  for  the 
Democrats  to  defend.  Joseph  Lieberman's  getting  reelected  in 
Connecticut  means  one  more  seat  the  Democrats  need  to  win 
than  before.  Another  GOP  structural  advantage. 

My  forecast  is  for  the  GOP  to  lose  three  seats  in  the  Senate  and 
six  in  the  House.  Sometime  before  the  election  the  market  will 
perceive  this  likely  outcome  and  will  move  upward  in  response. 

Charles  River  Laboratories  (40,  CRL)  is  a  great  buy  because  it  is 
unpopular  with  animal  lovers.  It  serves  the  biotech  and  biomedical 
community  with  experimental  mice  and  rats  and  services  related 
thereto.  Despite  the  controversy,  animal  testing  is  necessary 
to  drug  development  and  won't  go  away.  Charles  River  is  also 
big  in  drug  toxicology  testing.  It's  hard  to  find  a  leading  biotech 
beneficiary  growing  rapidly  at  only  17  times  2007  earnings. 

Headwaters  (22,  HW)  sells  technology  to  turn  coal  waste 
into  usable  fuel.  The  company  is  controversial  for  another 
reason:  This  synfuel  lives  on  federal  subsidies,  as  this  mag- 
azine has  explained  (FORBES,  Jan.  22,  2001).  Whatever  itsi 

merit,  I  think  the  tax  credit 
for  recovered  coal  dust  is. 
here  to  stay.  The  company 
is  also  diversifying  intoi 
building  products,  chem- 
ical waste  disposal  and — 
okay,  here's  another  federal] 
subsidy — ethanol.  The 
stock  is  cheap  at  1 1  times! 
next  year's  earnings. 

France's  Compagnie 
Generate  de  Geophysique 
(34,  GGY)  is  a  smallish 
American  Depositary 
Receipt.  It  provides  seismic  and  geophysical  services  to  oil  and) 
gas  companies.  High  energy  prices  push  demand  here  for  both 
exploration  and  reservoir  management.  Given  the  world's  thirst 
for  oil  even  at  $70  a  barrel,  this  outfit  should  not  be  selling  at  14 
times  2007  earnings.  Buy  sparingly;  daily  volume  is  only  21,000 
shares. 

Canada's  Enbridge  (32,  ENB)  transports  and  distributes  oil  and 
gas  to  2  million  North  Americans.  It  runs  the  world's  longest 
petroleum  pipeline  and  transports  three-fourths  of  western 
Canada's  crude  oil.  Enbridge  sells  at  18  times  2007  earnings  and 
1.6  times  revenue;  it  yields  3%. 

Also  Canadian,  Biovall  (17,  BVF)  sells  cardiovascular,  nerv- 
ous system  and  pain-management  pills  with  an  improved 
time-release,  allowing  for  fewer  pills  per  day.  Why  is  it  trading 
at  only  ten  times  trailing  earnings?  The  stock  is  tied  to  court 
rulings  allowing  a  generic  competitor  for  its  biggest  single 
drug,  Wellbutrin  XL,  but  the  technology  has  lots  of  applica- 
tions and  upside. 


For  the  Democrats 
to  win  the  Senate 
they  must  win 
almost  every 
one  of  the  seven 
seats  with  a  close 
race,  a  highly 
unlikely  event. 
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SAS  gives  Aetna 

TO  I 


how  to  use  predictive  analytics  to  improve  patient  outco 
and  head  off  high  medical  costs. 


More  than  14  million  people  rely  on  Aetna,  one  of  America's  leading  health  insurance  providers.  A« 
in  turn,  relies  on  SAS  for  a  healthy  dose  of  innovation.  Using  SAS®  analytic  software,  Aetna  can  review  its 
member  population  and  make  accurate  predictions  about  costly  medical  and  disability  events  -  before 
they  happen.  Aetna  then  shares  that  information  with  care  managers  in  a  simple,  easy-to-use  format 
that  allows  them  to  make  an  impact  on  medical  outcomes.  As  a  result,  care  managers  can  offer  at-risk 
individuals  the  facts  they  need  to  make  more  informed  choices  that  can  help  improve  quality  outcomes 
and  reduce  healthcare  costs.  Learn  more  about  Aetna  and  other  SAS  success  stories,  or  view  our  free 
on-demand  Webcasts. 


www.sas.com/aetna 


The  Patient  Investor 


John  W.  Rogers  Jr. 


REAL  ESTATE 
BARGAINS 


AFTER  A  FIVE-YEAR  PARTY,  THE  REAL  ESTATE 
festivities  are  ending.  Creative  financing  has  fueled 
the  housing  mania  as  millions  of  home  buyers 
ogled  properties,  then  bought  more  house  than 
they  could  afford.  Disturbing  fact,  from  the  Mort- 
gage Bankers  Association:  Last  year  adjustable  rate  mortgages  hit 
a  record  fraction  of  home  buying  loans,  at  37%.  Something  close 
to  $500  billion  in  ARMs  will  reset  this  year,  which  means  that  mil- 
lions of  Americans  will  see  their  monthly  payments  skyrocket. 

As  borrowing  costs  rise,  the  National  Association  of  Realtors 
forecasts  2006  sales  of  existing  homes  will  fall  7%  and  new  homes 
13%.  Housing  starts  are  expected  to  slide  by  9%. 

The  impact  on  housing- related  stocks  has  been  harsh.  In  a 
crunch  time  many  investors  run  away.  The  S&P  500  Homebuild- 
ing Index  is  down  42%  from  its  July  2005  peak.  Everything  from 
carpet  manufacturers  to  faucetmakers  to  power  tool  companies 
are  feeling  the  ill  effects.  Some  furniture  and  appliance  compa- 
nies have  seen  their  stocks  drop  25%  over  the  past  few  months. 

Of  course,  when  I  hear  bear  stories,  I  get  interested.  Great 
value  plays  are  available,  as  fellow  columnist  Lisa  W.  Hess  also 
points  out  (see  p.  212).  The  following  are  a  few  other  bargains  to 
be  found  in  the  cooling  real  estate  market: 

When  you  think  of  power  tools,  you  think  of  Black  &  Decker 
(74,  BDK).  The  world  leader  in  this  sector,  it  introduced  the  first 
electric  drill  in  1916  and  has  been  rolling  out  innovative  prod- 
ucts ever  since.  It's  now  a  diversified  tool  and  small  appliance 
company  with  only  20%  of  its  sales  dependent  on  the  housing 
industry.  Among  its  myriad  products:  the  DustBuster  battery- 
operated  vacuum  cleaner,  the  SnakeLight  flashlight  and  various 
toaster  ovens.  Carpenters  know  it  for  its  rugged  DeWalt  and 
classic  Porter-Cable  power  tools.  It  owns  the  Price  Pfister  brand 
in  plumbing  fixtures  and  Kwikset  in  doorknobs.  A  third  of  its 
sales  are  to  Home  Depot  and  Lowe's— not  good  if 
you  think  those  retailers  are  running  out  of 
steam,  but  I  don't  think  so.  Half  of  Black  & 


A  softening 
housing  market 
is  hurting  any 
stock  on  the 
fringe  of  real 
estate.  Thafs  a 
boon  for  value 
investors. 


Decker's  business  is  outside  the  U.S.,  so  it  stands  to  persevere 
even  if  the  U.S.  housing  industry  takes  a  spill. 

In  the  last  three  months  Black  &  Decker's  share  price  has 
tumbled  21%.  Thafs  a  huge  overreaction  to  muted  earnings 
growth.  Black  &  Decker  trades  at  a  compelling  31%  discount  to 
my  $108  estimate  of  the  stock's  intrinsic  worth. 

Aside  from  the  real  estate  downturn,  carpet  company 
Mohawk  Industries  (70,  MHK)  is  hurting  from  rising  oil  costs. 
Petroleum  is  a  critical  raw  material  in  making  floor  coverings. 
Mohawk's  stock  is  off  22%  from  its  52-week  high  despite 
management's  openness  and  caution  in  setting  earnings  expec- 
tations. The  company  has  warned  that  carpet  demand  may  slow 
in  the  year's  second  half,  especially  for  replacing  existing  cover 
ings  with  new  ones.  Once  again,  current  fears  are  overblown  for 
this  business,  which  boasts  a  superb  120-year  record.  Fortu 
nately,  the  company  thus  far  has  been  successful  in  passing 
along  price  increases  to  consumers,  and  earnings  were  nicely 
ahead  of  2005  s  first  half. 

More  important,  Mohawk  competes  in  many  categories! 

beyond  carpeting,  including 
hardwood,  laminate,  ceramic 
tile,  stone  and  vinyl  flooring 
Mohawk  owns  marvelous 
brand  names,  such  as  Aladdin 
CustomWeave,  Karastan,  Lees 
Dai-Tile  and  American  Olean 
Flooring  is  a  quick  and  thrifty 
way  to  remodel,  so  I  believe 
even  a  dip  in  the  overall  econ 
omy  shouldn't  harm  Mohawk 
too  much.  Currently  trading  at 
a  41%  discount  to  my  $118  esti 
mation  of  private  market  value 
this  company  may  be  lying  low,  but  won't  be  forever. 

The  new  Realogy  (20,  H),  a  real  estate  brokerage  company,  i; 
one  of  the  recent  spinoffs  from  diversified  conglomerate  Cen- 
dant, which  now  focuses  on  car  rentals.  (Other  Cendant  divesti 
tures  are  the  Wyndham  hotel  chain  and  its  travel  businesses 
including  Orbitz.) 

The  Realogy  portfolio  incudes  an  impressive  collection  o: 
franchises  like  Coldwell  Banker,  Century  21,  ERA  anc 
Sotheby's  International  Realty.  The  company  also  offers  relo 
cation  and  title  services.  Home  sales  are  softening  but  have 
not  disappeared.  Like  a  tollbooth,  Realogy  collects  on  ani 
housing  transaction,  old'or  new.  The  company  began  trading 
on  Aug.  1  and  was  selected  as  a  member  of  the  S&P  500 — ar 
important  validation.  Given  its  real  estate  orientation,  I  expec 
Realogy's  immediate  future  to  have  some  bumps  in  the  road 
As  a  patient  investor,  I  am  always  looking  long  term.  The  nev 
company  changes  hands  at  a  39%  discount  to  my  $33  estimatt 
of  private  market  value.  I 
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OCTOBER  5,  2006 


U  Ml 


OCTOBER  10,  2006 


OCTOBER  12#  2006 


NOVEMBER  2,  2006 


Executives  of  high-performance  businesses  know  first-hand  the 
importance  of  risk  management.  Today's  networks  are  more 
complex  and  under  constant  siege.  How  can  you  provide  the 
fullest  level  of  security  while  remaining  cost-effective? 

Join  Forbes  and  Internet  Security  Systems,  Inc.  (ISS)  as  we  offer 
expertise  and  strategy  for  your  company's  bottom  line: 

•  Great  risk  management:  How  much  is  enough? 

•  Protection  on  demand:  The  next  evolution  of  network  security 

•  Being  compliant:  Signing  on  the  dotted  line 

Admission  is  complimentary  but  extremely  limited. 
Pre-registration  is  required. 

To  register  please  visit  forbesconferences.com. 


Sponsored  by: 

Q  internet |  Security | Systems8 

Ahead  of  the  threat. 


Absolute  Return  i  Lisa  W.  Hess 


NO  PLACE 
LIKE  HOME 


WHAT'S  KILLING  THE  MARKET?  HORRORS 
abroad.  Oil  supplies  are  endangered.  Nuts  in 
Iran  may  get  nukes.  Bloody  fighting  rages 
from  Iraq  to  Lebanon,  where  the  new  cease- 
fire has  little  chance  of  holding.  Hezbollah 
fanatics,  with  their  limitless  arms  supply  from  Syria  and  Iran, 
don't  want  peace.  Britain  hasn't  caught  all  the  world's  suicidal 
haters. 

The  post-Cold  War  tranquility  lulled  us  into  a  false  sense  of 
security  that  Sept.  1 1  shattered.  Every  time  more  ill  tidings  reach 
us  via  the  media,  the  U.S.  stock  market  wobbles. 

So  what  are  the  cheapest  stocks  to  be  in  now?  Those  linked  to 
real  estate.  The  great  real  estate  boom  that  occurred  after  Sept. 
1 1  initially  had  as  much  to  do  with  a  deep  psychological  need  to 
stay  close  to  home  as  it  did  with  artificially  low  interest  rates.  This 
nesting  instinct  is  once  again  on  the  upswing. 

I  know,  I  know:  The  housing  market  is  supposed  to  be  spiral- 
ing  into  the  River  Styx.  But  like  fellow  columnist  John  W.  Rogers 
Jr.  (see  p.  210),  I  am  skeptical  of  the  oft-repeated  assertion  that 
housing  is  now  a  rapidly  deflating  bubble.  When  stocks  take  a 
dip,  owners  may  panic  and  reinforce  the  selling  pressure.  But 
homeowners  can't  simply  unload  their  homes  and  go  to  cash. 
People  need  to  live  somewhere.  Another  factor  supporting  hous- 
ing: the  tax  favoritism  that  Congress  has  directed  at  real  estate, 
from  the  deductibility  of  mortgage  interest  to  the  near- 
exemption  ($500,000  every  two  years)  of  capital  gains. 

The  doomsayers  argue  that  families  will  passively  stand  aside 
while  mortgage  rates  are  reset  upward  and  let  themselves  be 
squeezed  by  rising  interest  costs.  What  the  pessimists  overlook  is 
the  evolution  of  homeowners  from  simple  borrowers  to  liability 
managers.  As  interest  rates  rise  and  fall  and  the  yield  curve 
changes  shape,  mortgage  holders  have  learned  to  be  as  astute  as 
any  corporate  chief  financial  officer.  They  constantly  refinance 
debt  from  floating  to  fixed,  from  interest-only  to  teaser  rate. 

Likely  result:  The  housing  market,  rather  than  collapse,  will 


simply  remain  stagnant  for  a  while.  Meantime,  though,  families 
across  our  country  will  continue  to  invest  in  their  homes,  where 
they  feel  safe  and  secure.  This  lays  the  foundation  for  an  eventual 
housing  rebound. 

The  past  year's  cooling  of  the  real  estate  market  is  creating 
some  terrific  investment  opportunities  in  housing-flavored 
stocks.  Many  of  these  have  fallen  by  40%  to  50%  in  a  year. 
Investors  frequently  forget  that  stocks  are  much  more  volatile 
than  their  underlying  businesses.  Housing  shares  are  getting 
pummeled  far  worse  than  their  fundamentals  warrant. 

St.  Joe  Co.  (47,  JOE),  which  develops  housing  and  also  owns 
timberland,  is  the  largest  private  landowner  in  Florida,  with 
835,000  acres,  or  2.5%  of  the  state.  Buy  a  $4,700  round  lot  and 
you  acquire  a  bit  more  than  an  acre  of  land  (on  which  there's  a 
modest  $810  mortgage).  All  told,  you're  paying  $4,900  an  acre 

In  the  year's  first  half  St.  Joe's  revenue  and  earnings  were 
down  a  bit,  and  the  stock  has  fallen  by  43%.  But  don't  pay  much 
mind  to  earnings.  The  price/earnings  ratio  of  37  is  almost  mean 
ingless.  You  are  buying  assets  here.  You  are  betting  on  the  contin 

ued  southward  migration  of 
an  aging  population. 

USG  (46,  USG)  is  a  $4.2 
billion  market  cap  company 
that  emerged  from  bank 
ruptcy  protection  at  the  end 
of  June.  Since  then  USG  has 
seen  its  stock  price  cut  in 
half.  The  largest  manufac 
turer  of  gypsum  wallboard, 
USG  was  one  of  many 
victims  of  the  runaway 
asbestos  lawsuits  that  are 
making  a  mockery  of  our  tort  system.  The  stay  in  bankruptcy, 
however,  has  purged  that  liability:  USG  set  aside  $4. 1  billion  to 
pay  claims.  And  even  though  housing  starts  are  slowing,  the 
company  managed  to  boost  sales  in  2006's  first  half  by  17%,  to 
$3  billion. 

Here's  the  ultimate  endorsement  for  the  stock  Warren  Buf- 
fett,  through  a  combination  of  open  market  purchases  and  a 
rights  offering  at  $40  per  share,  today  owns  17.8%  of  the  com 
pany.  I  expect  earnings  of  just  under  $5  a  share  next  year. 

Also  in  the  pantheon  of  disdained  housing-related  stocks  is 
Home  Depot  (34,  HD).  Embarrassed  by  the  bloated  compensation 
of  its  chief  executive  and  threatened  by  the  supposedly  imminent 
real  estate  apocalypse,  the  company  has  seen  its  stock  wilt.  It  now 
sells  at  11  times  earnings,  despite  steady  growth  (from  15%  to 
20%  annually)  in  sales,  earnings  and  dividend  payouts  over  the 
past  five  years. 

Americans  love  their  homes  and  always  will.  A  decade  from 
now  home  prices  will  be  at  least  a  little  higher  than  they  are  now, 
and  housing  stocks,  collectively,  a  lot  higher.  F 


Another  reason 
housing  stocks 
are  good  bets: 
Terrorism  and 
kindred  horrors 
increase  our  zest 
for  the  nest. 
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www.vectorvest.com 
^  Worldwide  Business  Consultants 
1-800-733-2191 
www.corbettandkish.com 

Computer/Technology 

^  Huawei  Technologies 

(86  755)  2878  0808 

www.huawei.com 

^b  Tata  Consultancy  Services 

www.tcs.com 

Financial  Services 

^9  ETRADE  Financial 

1-800-731-5220 

www.etrade.com 

Franklin  Templeton  Investments 
1-800-FRANKLIN 
franklintempleton.com 


^  KeyBank 
www.key.com 

*^b  Van  Kampen  Investments 
1-800-421-9098 

http://www.vankampen.com/shine 

Healthy  Living 

^  Aetna 
www.aetna.com 

Hotels 

^  Shangri-La  Hotels  &  Resorts 
www.shangri-la.com 

Human  Capital  Management 

^  BlueCross  BlueShield  Association 

www.bcbs.com 

^b  The  Motivation  Show 

www.motivationshow.com 

The  Company  Payroll:  Making  it  Work  for 
Everyone 

American  Payroll  Association 
www.americanpayroll.org 
^  Comdata  Corporation 
www.comdata.com 
^b  Ensemble  Workforce  Solutions 
www.ensemblemsp.com 

The  First  Tee  at  10 

^b  PricewaterhouseCoopers 
www.pwc.com 

~^b  The  Royal  Bank  of  Scotland  Group 
www.rbs.com 

The  Insider's  Guide  to  Business  Travel 

^b  British  Airways 

www.ba.com 

•^b  Hilton  HHonors 

www.hiltonhhonors.com 

Travel 

^b  Singapore  Airlines 

1-800-742-3333 

www.singaporeair.com 


Advertisement  September  18,  2006 

Business  Classified 


The  fastest  way 

I to  learn  a  language. 
I  Guaranteed. 


"Stupendous...  the  juxtaposition 
of  text,  sound  and  picture  was 
masterful.  The  quality  of  both 
sound  and  graphics  was  first  rate." 

The  Boston  Globe 


I 


Award-winning  software  successfully  used  by  U.S.  State  Department 
diplomats,  Fortune  500®  executives  and  millions  of  people  worldwide. 

Finally,  a  different  approach  that  has  millions  of  people  talking.  Using  the 
award-winning  Dynamic  Immersion"'  method,  our  interactive  software  teaches 
without  translation,  memorization  or  grammar  drills.  Combining  thousands 
of  real-life  images  and  the  voices  of  native  speakers  in  a  step-by-step  immersion 
process,  our  programs  successfully  replicate  the  experience  of  learning  your 
first  language.  Guaranteed  to  teach  faster  and  easier  than  any  other  language 
product  or  your  money  back.  No  questions  asked. 

Rosetta  Stone  is  available  for  learning: 

Arabic  -  Chinese  •  Danish  ■  Dutch  •  English  •  Farsi  •  French  •  German  •  Greek  •  Hebrew  •  Hindi 
Indonesian  •  Italian  •  Japanese  •  Korean  •  Latin  •  Pashto  •  Polish  •  Portuguese  •  Russian 
Spanish  •  Swahili  •  Swedish  •  Tagalog  -  Thai  •  Turkish  -  Vietnamese  •  Welsh 


Level  1  CD-ROM 
Level  2  CD-ROM 
BEST  VALUEl 
Level  1  &  2  Set 


SAVE 
10% 

Your  Price 
$175.50 
$202.50 


S2iT  $296.10 

Personal  f-dition. Solutions  for  organizations  also  available. 

Call  today  or  buy  online 
for  a  10%  discount. 

Rosetta  Stone.com/fbs096 
1-800-399-6162 

Use  promotional  code  fbs096  when  ordering. 

RosettaStone4 


Language  Learning 


Success 


Forbes 


The  Forbes  Stock  Market  Course 


The  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a 
perfect  gift  for  family  and  friends 
...for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  belter  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine 
you  are  invited  to  lake  advantage  of 
a  special  price  of  just  $99.95 
(save  S50  off  the  regular  S  149.95  price.) 

Go  to  www.forbesinc.com/smc4  and  place  your 
order  now  or  call  1-800-429-0106  and  give  the 
operator  a  special  savings  code  of  S3Q0S 


Forbes 


Forbes 


JLAM  DUNK  INVESTING  IN  OIL 

Curtis  Hesler,  Editor  of 

Professional  Timing  Service,  rec- 
ommended Enerplus  Resources 
(ERF)  at  $17.  It's  now  $43,  and 
still  pays  a  10%  dividend.  He 
believes  that  there  are  4  major 
opportunities-crude  oil,  gold, 
stocks  and  bonds-that  will  make 
and  break  millionaires.  Subscribe 

today  and  get  his  free  special 
report,  Oil:  Slam  Dunk  Investing 

for  Income  &  Capital  Cains. 
Call  toll  free  1-877-733-7876  or 
www.forbesnewsletters.com/pts 


Forbes  Subscriber  Service 

To  plan  your  order,  to  renew,  change  your  address  or  other  customer 
service,  visit  our  site  at.. .www.forbes.com/customerservice 
or  call. ..800-888-9896 


Forbes 


Business  Classified 


mm* 


1 


3| 
1 


Forbes 

m 

DOCTORS, 
LAWYHIS 

1 

THIEVES^.* 

1 

For  over  twenty  years,  Forbes  Business 
Classified  listings  have  been  the  most  cost- 
effective  way  for  marketers  to  reach 
America's  most  affluent,  influential  audience 
with  their  direct  response  messages:  Forbes' 
900,000  subscribers  and  5  million  readers. 


For  Advertising  Information  and  Rates  Contact: 
Media  Options:  1-800-442-6441 
mediopt@aol.com 

You  can  charge  your  ad 


1® 

:  e 
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lnsure.com 


Auto 


Life 


Health 


Home 


0  View  instant  quotes  —  over  200  companies! 

0  Buy  from  the  company  of  your  choice 

0  A  quick  and  easy  way  to  shop  for  insurance 

Life  insurance  rates  drop  to  all-time  lows 


Monthly  Rates  for  Females 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

35 

$21 

$44 

$84 

40 

$30 

$66 

$125 

45 

$47 

$110 

$214 

50 

$70 

$168 

$331 

55 

$107 

$260 

$514 

60 

$158 

$388 

$771 

65 

$257 

$637 

$1,269 

70 

$419 

$1,041 

$2,078 

Monthly  Rates  for  Males 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

35 

$21 

$44 

$84 

40 

$30 

$68 

$131 

45 

$47 

$110 

$214 

50 

$75 

$179 

$353 

55 

$124 

$301 

$597 

60 

$198 

$486 

$967 

65 

$414 

$1,027 

$2,050 

70 

$651 

$1,619 

$3,233 

Also  available:  15,  20,  25  and  30  year  level  plans 


"The  premier  Web  site  in  terms  of  details  and  ease  of  use, 
(best  of  all,  it's  free)"  —  Yahoo!  FINANCE 

"...we'd  recommend  you  do  your  insurance  shopping 
here..."  —  Barron  V 

"New  source  for  best  buys  in  insurance.  One  way  to  get 
to  know  the  market."  —  Kiplingers  Personal  Finam  <• 

"...provides  rock-bottom  quotes  for  life  insurance... 
this  site  is  flush  with  useful  features."     Forbes  <  am 


"A  godsend  for  those  who  are  shopping  around  for  the 
best  deal  in  insurance."  —  Independent  Business 

"The  best  Web  site  I've  found..."  -  Tlie  Dallas  Wonting  News 

"...outstanding  -  as  good  as  a  Web  site  on  insurance  can 
possibly  be.  Hats  off  and  a  gold  star  to  the  top  insurance 
site  on  the  Web."  —  Insurance  for  Dummies 

"This...  solution  has  value  for  those  who  prize 
immediacy  and  privacy."     U.S  Sfews  A  World  Report 


visit  lnsute.com 

*R  Or  call  1-800-441-0072  for  FREE  quotes  and  advice 

Ad  Code:  FORBS  9/06 


NOTE  The  sample  10-year  term  life  Pennsylvania  rales  shown  above  are  not  specific  to  any  individual  person  or  insurer  Please  call  1-800-441-0072 
or  visit  www  insure.com  to  obtain  personal  quotes  specific  to  your  health  history  profile.  Copyright  ©  1984-2006  Quotesmith.com,  Inc.,  8205  South  Cass 
Avenue,  Suite  102.  Darien,  Illinois.  60561.  All  rights  reserved  CA  agent  #0A13858,  LA  agent  #200696.  MA  agent  #333509159.  Quotesmith.com,  Inc. 
dba  Insure  com  Insurance  Services  in  CA  under  agent  #0827712.  in  LA  under  agent  #205078  Quotesmith.com,  Inc  dba  Insure  com  Insurance 
Services.  Inc.  in  UT  under  agent  #90093.  Quotesmith  com  dba  Insure  com  and  Life  Quotes.  Inc.  in  CO. 
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KARE  DALI  PRINTS 

If  you  own,  or  are  considering  the  purchase 
of  a  Salvador  Dali  print... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Each  print  is 
fully  documented  by  Albert  Field,  curator  of 
the  Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  Salvador  Dali:  A 
Retrospective  of  Master  Prints,  is  a  must  for 
anyone  interested  in  works  signed  by  Dali. 
Call  now  and  we  will  rush  you  a  free  copy  of 
"The  Salvador  Dali  Collector's  Newsletter". 
($15  per  issue) 

l-(800)-275-3254 

ask  for  Dept.  FM 

31 103  Rancho  Viejo  Rd.  #  2-193,  San  Juan  Capistrano,  CA.  92675 
http://www.daligallcry.com  .  FAX  949-373-2446 


Business  Opportunitiesm  Business  Opportunitie 


Partners  Wanted 

Gold  at  $600+  per  oz.  High  grade  mine 
ready  to  produce,  potential  6  month  pay  out, 
$400  per  ounce  profit,  25  year  mine  life, 
low  capital  costs,  experienced  operator. 
rtwattt@yalioo.com 

480-609-8208. 


EARN  12%  INTEREST 

Collateralized  by  Land. 
Perfect  for  IRA  Transfers 
Call  -  800-778-6070 

Go  To  http://www.roifinancial.com 


LAWSUIT  PROTECTION 


Neveda  Corps.  /  $10  plus  fees 
Domestic  or  Offshore  Solutions 
Asset  Protection  Trusts 

800-710-0002 

Visit  www.Assetprotection.com 


Z  THE  WORLD  IS  SHRINKING!  5 


Forbes 

Business  Classified 


For  Advertising  Information 
and  Rates  Contact: 
Media  Options 
1-800-442-6441 

mediopt@aol  .com 


Nanotechnology  is  changing  our  world 
...  our  clothes,  the  military,  science, 
autos,  medical  technology ...  every- 
thing! Ifs  the  investrnert  opportunity 
of  a  Wetime  for  those  who  buy  tomor- 
row's superstars  today.  The  monthly 
Forbes/Wolfe  Nanotech  Report 
puts  you  on  the  right  side  of  history, 
separates  the  true  leaders  from  the 
overhyped.  Subscribe  risk-free  at  just 
$195.  Save  67,5%  and  get  2  valuable 
Free  Reports.  Satisfaction  guaranteed 
by  Forbes.  Call  800-523-7967  or  go 
to  wvw.forbeswolfe.com/frb. 
Please  use  savings  code  JN5SAVE. 


You  can  charge  your  ad 


V7S4 


ATTENTION  INVESTORS 


Nobody  analyzes  stocks  like  VectorVest.  Not  Merrill 
Lynch.  Not  Prudential.  Not  even  Goldman  Sachs. 

VectorVest  is  the  only  daily  service  that  analyzes  over  8,000 
stocks  for  Value,  Safety  and  Timing.  Plus,  gives  a  Buy,  Sell, 
Hold  Recommendation  on  each  stock,  every  day. 

Our  strategy  of  "Rising  VST  Stocks"  was: 


Up  Over  30% 

in  Q1,  2006 


and  was  up  over  300%  in  2005 


VectorVest  is  so  good,  you've  got  to  see  it  to  believe  it! 


Visit  www.vectorvest.com  now  to 
order  your  Five  Week  Trial  for  only  $9.95. 


VectorVest 


SAVE  35-70% 

on  Famous  Name  Brands 


^SIERRA 

TRADITIONS 

Name  Brand  Clothing 
Sportswear,  and  Accessories. 

SlerraTyadlngPost.com 

FREE  Catalog  800*71 3*4534 


® 

For 
Men 
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Exercise  in  exactly  4  minutes  per  day 

Winner  of  the  1991  Popular  Science  Award  for  the 
"Best  of  What's  New"  in  Leisure  Products 


$14,615 


ROM  •  MANUFACTURED  IN  CALIFORNIA  SINCE  1990 


TIME  IS  IT  Over  92%  of  people  who  own  exercise  equipment 
and  88%  of  people  who  own  health  club  memberships  do  not 
exercise.  A  4  minute  complete  workout  is  no  longer  hard  to 
believe  for  all  the  people  who  since  1990  have  bought  our 
excellent  Range  of  Motion  machine  (ROM).  Over  97%  of 
people  who  rent  our  ROM  for  30  days  wind  up  purchasing  it 
based  upon  the  health  benefits  experienced  during  that  tryout, 
and  the  ROM  performance  score  at  the  end  of  each  4  minute 
workout  that  tells  the  story 


of  health  and  fitness 
improvement.  At  under  20 
cents  per  use,  the  4  minute 
ROM  exercise  is  the  least 
expensive  full  body  complete 
exercise  a  person  can  do. 
How  do  we  know  that  it  is 
under  20  cents  per  use? 
Over  90%  of  ROM  machines 
go  to  private  homes,  but  we 
have  a  few  that  are  in 
commercial  use  for  over  12 
years  and  they  have  endured 
over  80,000  uses  each, 
without  need  of  repair  or 
overhaul.  The  ROM  4  minute 
workout  is  for  people  from 
10  to  over  100  years  old  and 


highly  trained  athletes  as  well.  The  ROM  adapts  its  resistance 
every  second  during  the  workout  to  exactly  match  the  user's 
ability  to  perform  work.  It  balances  blood  sugar,  and  repairs 
bad  backs  and  shoulders.  Too  good  to  be  true?  Get  our  free 
video  and  see  for  yourself.  The  best  proof  for  us  is  that  97% 
of  rentals  become  sales.  Please  visit  our  website  at: 
www.FastExercise.com.   


'  ROM  is  the  best 
time  management 
tool  ever. " 


The  typical  ROM  purchaser  goes  through  several  stages: 

1.  Total  disbelief  that  the  ROM  can  do  all  this  in  only  4  minutes. 

2.  Rhetorical  (and  sometimes  hostile)  questioning  and  ridicule. 

3.  Reading  the  ROM  literature  and  reluctantly  understanding  it. 

4.  Taking  a  leap  of  faith  and  renting  a  ROM  for  30  days. 

5.  Being  highly  impressed  by  the  results  and  purchasing  a  ROM. 

6.  Becoming  a  ROM  enthusiast  and  trying  to  persuade  friends. 

7.  Being  ignored  and  ridiculed  by  the  friends  who  ihmk  you've  lost  your  mind. 

8.  After  a  year  of  using  the  ROM  your  friends  admiring  your  good  shape. 

9.  You  telling  them  (again)  that  you  only  exercise  those  4  minutes  per  day. 
10.  Those  friends  reluctantly  renting  the  ROM  for  a  30  day  trial. 

Then  the  above  cycie  repeats  from  point  5  on  down. 

The  more  we  tell  people  about  the  ROM  the  less  they  believe  it. 

From  4  minutes  on  the  ROM  you  get  the  same  results  as  from  20  to  45 
minutes  aerobic  exercise  (jogging,  running,  etc.)  for  cardio  and 
respiratory  benefits,  plus  45  minutes  weight  training  for  muscle  tone  and 
strength,  plus  20  minutes  stretching  exercise  for  limberness/flexibility. 


Anthony  Robbins 


Motivational  speaker  Anthony 
Robbins  calls  the  ROM  a  fan- 
tastic time  management  tool. 
He  owns  3  ROM  machines:  one 
at  his  home,  one  at  his  resort  in 
Fiji,  and  one  that  travels  with 
him  to  all  his  seminars. 


Order  a  FREE  DVD  or  video  from  www.FastExercise.com  or  call  (818)  787-6460 

Factory  Showroom:  ROMFAB,  8137  Lankershim  Blvd.,  North  Hollywood,  CA  91605 
Fax:  (818)  301-0319  •  Email:  sales@FastExercise.com 


RENT  A  ROM  FOR  30  DAYS.  RENTAL  APPLIES  TO  PURCHASE. 
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Luxury  Yachting 


Rent  A  Greek 
Cruising  Palace 


And  sail 
among  the 
000  Greek 
islands 


THEN  YOU"  CAN  SELECT  YOUR  OWN 
ENVIRONMENT,  YOUR  OWN  SCENERY  YOUR  OWN  ISLAND! 
Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (for  4  to  200  guests, 
from  60'  to  490'  and  $  1 ,500  to  $200,000  per  day  for  entire  yacht  with 
its  full  crew)  from  VALEF  YACHTS,  agents  for  the  largest  fleet 
of  crewed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 

BUT 

•  You  can  plan  your  own  itinerary  with  your  own  captain 
•  Your  food  with  your  own  chef 
•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 
to. .  .pamper  you. 

VALEF  YACHTS  LTD. 

International  Headquarters:  7254  Fir  Rd.,  P.O.B.  385,  Ambler,  PA  19002  U.S.A. 
Tel:  (215)  641-0423  •  (800)  223-3845  •  Fax:  (215)  641-1746 
E-mail:  INFOt3  VALEFYACHTS.com  •  Website:  VALEFYACHTS.com 


Premium  Ergonomic  Task  Seating 

s^c/o;$389^ 

Full  features,  mesh 
back,  cradle  lumbar  support 
Free  shipping  for  a 
limited  time. 

www.e-chairusa.com 


©-ChairUSA  866-474-8748 


Forbes 

Business  Classified 
For  Advertising  Information 
and  Rates  Contact: 
Media  Options 
1-800-442-6441 

mediopt@aol.com 

You  can  charge  your  ad 


Award 
Winning 
Book 

Order  Now 

utmtmfmettn 
Tib  w  (ant. 

WEALTH  &  ASSfT 

Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  .■  www.searsatty.com 

<  Business 

WE  TEST  SALES  PEOPLE 


Web  based  test  that 
quickly  identifies  the  winners. 
Accurate,  customized, 
automated,  economical. 


FREE  DEMO  call  416-691-3661 
or  visit  www.salestestonline.com 


Bank  Finance 


Bank  Says  'NO'?... 
We  Say  'YES 'I 

Get  the  Line  you  need  (min  $50K). 
No  hassles.  No  gimmicks. 
No  audits.  Personalized  service. 
Very  affordable.  No  upfront  fees. 
We  are  not  Brokers. 

Mr.  Weil  (CEO)  800-499-6179 

www.4capitalsolutions.com 

(only  B2B;  sorry,  no  Real  Estate  loans) 


Wailea  Beach  Villas  Maui 


Ranch  Real  Estate 


£k  Luxury  Private 
Vacation  Homes 
Open  Thanksgiving 
Christmas  &  New;  Years'.  > 

www.  TropkaWillaVacatiom .  com 
888-875.2818  ext  206  or  202 


rs 


RARE  OPPORTUNITY 

Buy  into  a  magnificent  2,100  acre,  150 
year  old  ranch  in  beautiful  wine  country  i 
northern  California.  Enjoy  as  a  country 
club  or  try  to  buy  it  all.  Millions  could  be 

made  planting  new  vineyards  and 
subdividing  into  100  acre  mini  ranches. 

www.awesome-ranch.com/forbes 


meshare 


TIMESHARES 


.  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 


CALL  800-640-7639 

HOLIDAYGROUP.com/fm 


Marina  For  Sale 


save  up  to.. 

70 

ofl  ratail! 


FULL  SERVICE  MARINA 

326  wet  slips-room  to  expand,  21 
acres,  ship  store,  fuel,  boat  rentals 
marine  dealership,  complete  servic 
department,  mgr.  home,  employee 
housing,  $2.97M. 
918.397.0718 


Luxury  Homes  Lender 


George  Hart 

AHM  Mortgage  -  Nationwide  Lender 
1-888-531-7888 

George  Hart@Amencanhm  com 

Lending  to  $12,000,000 
Licensed  mortgage  lender  in  all  50  states 

American  Home  Mortgage  Investment  Corp. 
Georgia  Residential  Mortgagee  Licensee  2100 
Riveredge  Pkwy  Atlanta  GA  30328  License 
♦14650  Licensed  or  Authonzed  Mortgage 
Lender  m  the  Fifty  States  and  the  District  of 


£t 

.  [NnrB  lOHT    111   IUH   riltV   313105  dT 

Columbia  AHMLR#06050333 


Subscriber 
Service 


To  plan  your  order,  to  renev 
change  your  address  c 
other   customer  service 
visit  our  site  at .... 
www.forbes.com/customerservic 

or  call.. .800-888-9896 
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Franchise  Opportunity 

Leading  Closet  and  Home  Organizing  Company  in  the  U.S. 

mm 

m  jar 


Custom 


srage  Cabinets,  Home  Offices,  Pantries,  Laundries  and  more.. 


|  •  No  industry  experience  required 

•  23  years  Industryexpenence  and  success 

•  Proven  business  model 

I  •  txcellent  training  with  ongoing  support 

•  Rated  » 1  by  Entrepreneur  Magazine 


Closets 


byDesign 


Call  for  Information  (800)  377-5737 


Watches  I    Diamond  Jewelry 


NATIONAL  WATCH  &  DIAMOND 
•  BUY  •  SELL  •  TRADE 


OVER  300  PRE-OWNED 

ROLEX  IN  STOCK 
also  Cartier,  Bruitling  &  Tag 
Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nationalwotch.com 

8th  t  Cheslnul  Streets,  Philo  ,  PA  N  W  0.  s  not  m oftorJ  lab  i«wtta 


Capital  Available 


'  Working  Capital 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax) 


Diamond  Manufacturer  selling  to  the  public  all  shapes 
and  qualities  of  diamonds.  Special  Purchase  for  the 
one  who  deserves  the  best:  Round  I  Carat  Total 
Weight  GIA  D  Internally  Flawless  Diamond  Platinum 

Earrings  $7,500   - 

Call  for  other  qualities  '.jJtvU 
and  sizes  Best  Prices. 

Satisfaction  Guaranteed.  ^^^^^^ 
www  Ihediamondmaven  com  JKPSjK 

1-800-435-2872  or  1-212-944  8491  IfffltWl 


Art  Wholesale 


Gallart.com 

Buy/Sell  Fine  Art 
305.932.6166 

20633  Biscayne  Blvd.  Aventura,  FL  33180 


Forbes 


Business 
Classified 


Forbes 

DOCTORS. 
„  LAWYERS 

THIEVES,,- 


orbes 


For  Advertising  Information  and  Rates  Contact: 
Media  Options:  You  can  charge  vow  ad 

] -800-442-6441 
mediopt@aol.com 


Business  Opportunity 


American  Diagnostic  Centers 


Net  annual  income  of  $500,000 

Own  and  operate  a  Medical  Diagnostic  Center 
in  your  area.  Business  Management 
experience  is  a  must.  $800,000  Cash 
investment  required.  Can  reach  profitability 
in  6  months.  Partnership  also  available. 

(866)  862-1222 
info@americandiagnosticcenters.com 
www.americandiagnosticcenters.com 


Business  Opportunities 


Why  do  You  Need 
to  Own  a 
Private  Bank? 

Free  Report 

800-733-2191 
WBC 

est.  1991 


BUSINESSES  FOR  SALE 


International  Investment  Banking  Firm 
has  Middle  Market  Businesses  for  Sale 

GW  EQUITY 

Mergers  &  Acquisitions 
877-213-1792 


www.GWEQUITY.com 


YOU  ARE  LOOKING  TO  BUY  OR 
SELL  A  BUSINESS  AND  YOU 
ARE  MATCHED  WITH  THE 
RIGHT  OPPORTUNITY  QUICKLY!!! 


WORLD'S  LARGEST  MATCHMAKER  OF  BUSINESSES 


Call  1-B00-999-5ALE 

or  visit  imw.N0CSixC.coir 


Limited  Partners  Wanted 

A  few  limited  partnerships  left  for  204ac.  Working 
Recreational  Ranch,  Wl,  80  shares  total  number, 

fully  secured  by  $4M  of  Real  Estate,  $12. 5K 
investment  per  share.  Potential  return  $4K+  per 
year  on  investment  Projected  cash  flow  1st  year. 
$1M 
1-877-521-2579 
auction@jvlnet.com  /  www.raymiller.ws 
www  mandmranchandoutfitters  com 


Health/Back  Pain 


BACK  PAIN? 


To  plan  your  order,  to  renew, 
change  your  address  or 
other  customer  service, 
visit  our  site  at.... 
www.forbes.com/customerservice 

orcall...800-888-9896 


There  is 
an  answer! 

Send  for  FREE  information 
on  NEW,  guaranteed 
seat  and  back  supports 
designed  by  a  leading 
back  pain  specialist. 

Posture  Education 

609  Sleepy  Hollow  Road 
Briarcliff  Manor,  NY  10510 
www.  postureeducation.com 


CALL  TOLL-FREE  1-800.392-0363 


THOUGHTS 


On  the  Business  of  Life 


oday's  medicine  men  now  bear,  bad  news  for  those  impatiently  waiting  around  to  inherit  the 
boss' job  or  parental  dough.  Writes  the  New  York  Times'  extraordinarily  able  health  expert 
Jane  E.  Brody:  "Experts  are  predicting  that  a  century  from  now  the  average  American  woman 
will  live  to  be  90,  the  average  man  something  less"  The  good  news:  It  will  take  another  100  years  to  reach 
the  higher  age  average.  And  people  will  have  to  be  "willing  to  forgo  the  excesses  of  modern  affluence  and 
instead  adhere  to  dietary  limitations  and  other  changes  in  living  habits."  As  unlikely  tomorrow  as  today 
and  yesterday.  —MALCOLM  S.  FORBES  (1985) 


Excess  on  occasion  is  exhilarating. 
It  prevents  moderation  from  acquiring 
the  deadening  effect  of  a  habit. 

—SOMERSET  MAUGHAM 


Too  much  work  and  too  much  energy  kill 
a  man  just  as  effectively  as  too  much 
assorted  vice  or  too  much  drink. 

— RUDYARD  KIPLING 


More  is  more. 


— MSTISLAV  ROSTROPOVICH 


My  candle  burns  at  both  ends; 
It  will  not  last  the  night; 
But,  ah,  my  foes,  and,  oh,  my  friends- 
It  gives  a  lovely  light! 

—EDNA  ST.  VINCENT  MILLAY 


Drinking  when  we  are  not  thirsty  and 
making  love  at  any  time,  madame:  That  is 
all  there  is  to  distinguish  us  from  the  other 
animals. 

— BEAUMARCHAIS 

The  only  wise  thing  about  having 
a  third  martini  is  that  you're  not 
yet  having  a  fourth. 

— ENO  PUTAIN 


The  proximity  of  a  desirable  thing 
tempts  one  to  overindulgence.  On  that 
path  lies  danger. 

—FRANK  HERBERT 


Winston  Churchill's  habit  of  guzzling  a 
quart  or  two  a  day  of  good  cognac  is  what 
saved  civilization  from  the  Luftwaffe, 
Hegelian  logic,  Wagnerian  love-deaths 
and  potato  pancakes. 

—CHARLES  MCCABE 

/  drink  no  more  than  a  sponge. 

— FRANCOIS  RABELAIS 

The  trouble  with  life  in  the  fast  lane 
is  that  you  get  to  the  other  end  in  an 
awful  hurry. 

—JOHN  JENSEN 


Last  night  we  went  to  a  Chinese  dinner 
at  six  and  a  French  dinner  at  nine, 
and  I  can  feel  the  sharks'  fins  navigating 
unhappily  in  the  Burgundy. 

—PETER  FLEMING 


Never  order  food  in  excess  of  your 
body  weight. 

— ERMA  BOMBECK 


/  am  bound  to  add  that  the  excess  in 
too  little  has  ever  proved  in  me  more 
dangerous  than  the  excess  in  too  much; 
the  last  may  cause  indigestion,  but  the 
first  causes  death. 

—GIOVANNI  CASANOVA) 

Minds,  like  bodies,  will  often  fall  into 
a  pimpled,  ill-conditioned  state  from 
mere  excess  of  comfort. 

—CHARLES  DICKENS! 


Excesses  accomplish  nothing. 
Disorder  immediately  defeats  itself. 

— WOODROW  WILSON 


/  wish  for  the  superfluous,  for  the  useless, 
for  the  extravagant,  for  the  too  much, 
for  that  which  is  not  good  for  anything. 

—VICTOR  HUGOi 


But  thou,  O  Lord,  are  a  shield 
for  me;  my  glory,  and  the  lifter 
up  of  mine  head. 

—PSALMS  3:3 


Sent  in  by  Jessica  Hammargren,  Fargo,  N.D. 
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URE  YOU  USING? 


reducing  the  Avaya 
ie-X™  Deskphone  Edition, 
lieashing  the  power  of 
telephony. 

aya,  the  global  leader  in  voice 
mmunications,  continues  to  lead  the 
y  in  Intelligent  Communications, 
e  one-X  Deskphone  Edition,  part  of 
r  one-X™  family  of  powerful  solutions, 
p  help  take  the  productivity  of  your 
siness  to  a  whole  new  level.  It  is 
ided  with  the  features  and  benefits 
u  told  us  you  wanted— high-fidelity 
jnd,  an  intuitive  user  interface,  and 
hanced  functionality  that  leads  to 
Jatly  improved  productivity. 


In  fact,  business  professionals  estimate 
the  following  productivity  gains  with 
the  one-X  Deskphone  Edition:* 

33%  less  time  searching  for  call  contacts 
50%  less  time  playing  phone  tag 
50%  cost  savings  on  conferencing 

See  all  the  ways  the  one-X  Deskphone  Edition 
can  help  you  maximize  the  possibilities  of 
IP  telephony  and  give  your  business  a 
competitive  advantage. 

"See  it,"  "Hear  it,"  and  "Feel  it"  at: 

avaya.com/seeitnow 
Are  you  one-Xperienced? M 


IP  Telephony 


Contact  Centers 


AVAVA 


aya  Productivity  Survey,  April  2006  (claims  based  on  survey  data,  not  actual  usage) 


)06  Avaya  Inc.  All  Rights  Reserved.  Avaya.  the  Avaya  Logo,  and  all  trademarks  identified  by  ®,  and  TM  or  SM 
registered  trademarks,  trademarks,  or  service  marks  of  Avaya  Inc.,  and  may  be  registered  in  certain  jurisdictions 


IT  TAKES  36  MUSCLES  TO  FROWN. 
BUT  ONLY  YOUR  RIGHT  FOOT  TO  SMILE. 


What  if  the  key  to  happiness  was  the  same  key  that 
started  your  car?  Introducing  the  all-new,  race-inspired 
2007  Camry  Sport  Edition. 

Race-inspired  Camry?  No,  that  doesn't 
mean  adding  pinstripes  to  the  fenders. 
It's  engineering  the  car  as  if  you  were 
going  to  run  laps  as  well  as  errands. 
Take  the  available  3.5-liter  V6  powerplant. 
To  maximize  engine  performance,  we  improved  the 
shape  of  the  intake  manifold  and  enlarged  the  valve 
diameter.  But  we  didn't  stop  there.  By 
enhancing  every  part  through  which  air  flows, 
we  were  able  to  achieve  the  largest  volume  of 
intake  air  of  any  6-cylinder  engine  in  the  world. 

With  268  hp',  you'd  better  get 
a  good  grip  of  the  leather- 

The  result?  A  Camry  that  generates  an       wrapped  steering  wheel. 

available  ear-to-ear-grinning  268  hp. 

To  smoothly  deliver  all  this  newfound 
power,   we   developed   the   Camry's  new 

available    6-speed  automatic   

transmission.2    It's    so  well- 


THE  ALL-NEW  2007  CAMRY 


30%  fewer  parts  than  the  previous  5-speed  automati 
transmission.  And  fewer  parts  mean  guicker  response  an> 
greater  fuel  economy.  Yes,  for  once,  less  really  is  mor> 
But  if  brisk  performance  is  not  enough  to  get  tfv 
good  times  rolling,  the  Camry  is  filled  witi 
amenities  designed  to  turn  your  frowi 
well...  upside  down.  Like  an  available 
JBLk  8-speaker  audio  system  with  satellit' 
radio  capability3  and  MP3  compatibility.  Derived  fron 
the  latest  in  psychoacoustics,  it'll  guickly  put  you  in  thi 
mood.  Or  discover  your  own  happy  trails  witl 
the  available  voice-activated  DVD  navigatioi 
system.  It  features  Bluetooth^  technology  fo 
hands-free  cell  phone  usage.  To  further  keep 
the  gray  skies  away,  you'll  find  standard  safety 
features,  such  as  front  and  rear  crumple  zone: 
and  seven  airbags.  For  more  on  the  car  thai 
makes  the  pursuit  of  happiness  a  pedal-to-the 
metal  endeavor,  visit  toyota.com 
The  all-new  Camry  SE.  When  a 


(S^ toyota  I  moving  forward  > 
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Condominium  Residences 
from  $600,000 


AS 


SALE 5: ■  ^pi L L E RY  ]  20  PINE  STREET  |  NEW  YORK  \  212.920.2020  |  20PINE.COM 
A  DEVELOPMENT  OP  LEVIEV  BOYMELGREEN  j  SHVO  •  EXCLUSIVE  MARKETING  AND  SALES 


ForbesLii 


Features 


The  wallpaper  from 
your  parents'  breakfast 
nook— the  wallpaper 
that  actually  made  you 
feel  sick,  just  from 
staring  at  it  for  too  long, 
when  you  came  home 
that  time  at  2  a.m.  with  a 
stomach  full  of  pizza 
and  a  bloodstream  full 
of  Falstaff— is  now 
considered  white-hot. 


PAGE  120 


100  The  Elements  of  Style 

Fall's  finest  suits  write  a  perfect  line. 

By  Mark  Grischke.  Photographs  by  Michael  Stratton 

108  As  the  Wind  Moves,  So  Does  Memory 

The  French  house  of  Hermes  joins  forces  with  blacksmiths  from 
Niger  to  create  silver  jewelry  of  mystical  power. 
By  Todd  Pitock 

114  The  Big  Time 

Sizing  up  this  season's  best  new  watches. 

By  Adam  McCollum.  Photographs  by  Ron  Reeves 

120  That  70s  Show  (Again) 

Design's  much-maligned  decade  regains  favor  among  tastemakers. 
By  Jeff  Turrentine 


COVER  Woo!  suit,  $2,795,  and  cotton  shirt,  $650,  by  Giorgio  Armani,  at  Giorgio  Armani  boutiques, 
www.giorgioarmani.com.  Silk-and-cashmere  tie,  $175,  by  Robert  Talbott  Best  of  Class,  at  Robert 
Talbott,  (800)  747-8778,  www.roberttalbott.com;  Hubert  White,  Minneapolis;  and  Ascot  Shop, 
La  Jolla,  CA.  Shoes,  $760,  by  J.M.  Weston,  at  J.M.  Weston,  New  York,  (212)  535-2100.  I— n-and- 
cotton  Edo  chair  with  leather  arms,  $4,250,  by  Armani  Casa,  at  Armani  Casa,  New  York  and  Los 
Angeles,  (212)  334-1271,  www.armanicasa.com.  Hair  by  Luis  Guillermo  for  Aartist  Loft  using 
Bumble  and  bumble.  Props  by  Louis  Asaro.  Styled  by  Mark  Grischke.  Photograph  by  Michael  Stratton. 
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Usual  Suspects 

14    FROM  THE  EDITOR'S  DESK  | 
But  enough  about  me. 

18    THE  EYE  |  Versace  Air,  urban  golf, 
design  A-Z,  lighting  the  deep,  olive 
oil  of  origin,  express  espresso,  brandy 
for  scholars  and  a  to-go  hot  tub. 

37  TRAVEL  |  Just  the  ticket. 
Edited  by  Richard  Nalley 

124    MIXED  MEDIA  |  Mozart's  underdog 
opera,  Godzilla  and  son,  mecca 
for  online  speedsters,  a  guide  for 
contemporary  collectors  and 
journo  jargon  101. 
Edited  by  Thomas  Jackson 

128   Q&A  |  Designer  Frank  Carfaro  left  his 
chair  at  a  Wall  Street  firm  to  make 
furnishings  of  his  own. 


85 


89 


91 


95 


Departments 


51  Golf 

With  every  new  business  venture,  Greg  Norman  stays  a  shark 
on  the  move. 
By  Todd  Pitock 

55  Collecting 

The  McQueen  is  dead,  but  his  memorabilia  lives  on. 
By  Lorraine  Cademartori 


Sport 

Olympian  Peter  Westbrook  points  the  way  with  a  fencing 
club  for  up-and-comers. 
By  Finn-Olaf  Jones 

Electronics 

Sit  out  the  HD-DVD  vs.  Blu-ray  war  with  Denon's  cutting-edge 

alternative. 

By  Thomas  Jackson 

Wine 

Say  it  loud,  say  it  proud:  I  drink  Merlot. 
By  Richard  Nalley 

Real  Escapes 

LivingHomes'  new  Ray  Kappe-designed  modernist  prefab 
is  the  ultimate  Green  house. 
By  Taylor  Antrim 

Spas 

The  Lone  Star  state's  finest  spa  does  a  soothing  Texas  two-step. 
By  Lorraine  Cademartori 

Boats 

Wet  and  Wally,  a  French  sloop  and  port-to-port  transport. 
By  Bernadette  Bernon 

Style  &  Design 

Take  a  dip  into  Danish  designer  Georg  Jensen's  serene  new  outpost 
on  Rodeo  Drive. 
By  Cody  Winton 

Wheels 

Porsche's  911  Turbo  shifts  into  gear. 
By  Stephan  Wilkinson 

Manners 

New  York  etiquette  queen  Lyudmila  Bloch  puts  little  princesses 
through  their  paces. 
By  Stephanie  Cooperman 
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YOUR  SUIT  IS 

IN  EXPERT  HANDS 


fevazzolp 

www.ravazzolo.com 

BARCELINO  San  Francisco  and  Bay  Area  -  CA 
BERLINS  Charleston  -  SC 
BOYDS  Philadelphia  -  PA 
DINO  BALDINI  New  York  -  NY 
D.  FINE  Bellagio  -  Las  Vegas  -  NV 
EXPOSURE  Staten  Island  -  NY 
GALTRUCCO  Bal  Harbour  -  FL 
GARYS  Newport  Beach  -  CA 
GENTRY  Wichita  -  KS 
GREINER'S  Tampa  -  FL 
GUFFEY'S  Atlanta  -  GA 
GUY  LA  FERRERA  Boca  Raton  -  FL 
IRVING  BERLIN  Hollywood  -  FL 
JAMES  LTD  McLean  -  VA 
KARL'S  Jacksonville  -  FL 
LUIGI  BASILE  Westlake  Village  -  CA 
MALLASADI  Dallas  -  TX 
MODA  GEORGIO  Phoenix  -  AZ 
MONDO  UOMO  Naples  -  FL 
NORTON  DITTO  Houston  -  TX 

POCKETS  Dallas  -  TX  f- 
RENAISSANCE  Ann  Arbor  -  Ml 
SAM  CAVATO  St.  Louis  -  MO 
SPECTOR'S  Albany  -  NY 
THE  RED  BARN  Rochester  -  NY  & 
UTAH  WOOLLEN  MILLS  Salt  Lake  City  -  tJT 
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Mauna  Kea  Resort  is  a  destination 
of  unparalleled  dimension.  Two 
acclaimed  hotels,  the  most  dreamed-of 

beaches  in  Hawaii,  two  world-class 
championship  golf  courses,  a  luxury  spa, 
seaside  tennis  club  and  an  array 
of  dining  choices  and  activities. 


Enjoy  luxurious  accommodations 
with  our  Fall  Oceanview  Getaway. 
Save  up  to  40%  OFF  on  select 
oceanview  rooms  and  receive  a 
$100  resort  credit  and  daily 
breakfast  buffet  for  two. 

1-866-PRINCE-6 
PrinceResortsHawaiLcom/FallGetaway 
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Prince  Hotel 
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From  the  Editor's  Desk 


NORMALLY  IN  THIS  SPACE,  I  LIKE  TO  WRITE  ABOUT  MYSELF 
my  accomplishments,  my  disappointments,  my  aspirations,  my  continuing  attempt) 
to  bring  peace  to  the  Middle  East.  Back  when  we  called  ourselves  Forbes  FYI,  nr 
page  was  called  "But  Enough  About  You." 

This  month,  I  happily  take  a  backseat  to  Todd  Pitock.  Todd  has  been  contribut- 
ing to  Forbes  FYI  and  ForbesLif 
for  a  while  now,  always  superbly 
He  is  a  writer  of  elan  and  zest 
and  into  the  bargain  is  fearless 
which  is  a  good  thing  if  you  live 
and  die  in  the  sweaty  trenches  of  lifestyle  journalism,  no  place 
for  sissies.  This  month,  Todd  brings  us  a  truly  amazing  ston 
about — of  all  things — jewelry. 

On  a  previous  assignment  for  us  in  Libya  (of  all  places),  he 
met  a  dashing  Frenchman  who  told  him  that  he  was  living  among  the  Tuareg  oi 
the  Sahara,  supplying  their  unique  hand- wrought  jewelry  to  Hermes,  the  Parisian 
jewelry  and  fine-goods  company.  The  young  Frenchman  told  Todd,  "If  you 
want  to  see  something  true  and  authentic,  come  to  Agadez."  And  so  he  did.  It's  iij 
Niger  (I  had  to  look  it  up  too),  a  place  now  otherwise  permanently  and  unhappil] 
associated  with  uranium  yellowcake  and  Valerie  Plame. 

Every  now  and  then,  you  come  across  a  perfect  piece  of  writing  about  a  perfec 
quest.  Todd's  story,  which  you'll  find  on  page  112,  is  just  that,  and  then  some.  It': 
moments  like  this  that  make  being  an  editor  a  pleasure. 

But  enough  about  Todd.  Next  month's  letter  will  be  all  about  me. 
Enjoy  the  issue.  See  you  next  month. 


Treasures 


the  Sahara 
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Design  by  Phaidon 

IF  YOU'VE  BEEN  SEARCHING  FOR  AN  18-POUND,  3,300-PAGE  COMPREHENSIVE  COLLECTION  OF  HARDBACK  REFERENCE 
books  on  design— and  who  hasn't— look  no  further.  Phaidon  Design  Classics  is  an  in-depth,  4,000-image  anthology  covering 
999  of  the  best  il  ;ms  ever  designed— which  include  the  chopstick,  the  Bic  lighter  and  the  iPod.  $1 75  for  the  set  of  three  volumes 
at  the  Con  ran  Shop      2 1  7 55-9079,  the  Cooper  Hewitt  Design  Museum,  (212)  849-8355,  and  online  book  retailers. 
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'S  NOT  OFTEN  THAT  ONE  HEARS 
ie  words  "fine  art  photography" 
id  "affordable"  in  the  same  breath, 
i  today's  market,  established  artists 
:ll  prints  in  small  editions  at  prices 
nging  anywhere  from  $5,000 

$40,000.  But  Berlin-based  gallery 
jmas  has  devised  a  method  for 
•King  the  work  of  top  photographers 

dramatically  reduced  prices.  It  does 
i  in  two  ways:  by  taking  on  the  cost 

printing  (usually  borne  by  the  artist 
id  factored  into  the  final  price)  and 
I  selling  the  works  in  larger  editions 

up  to  150.  Employing  that  system, 
jmas  can  offer  a  30"  x  40"  print 
I  a  hot  young  artist  for  $500  instead 

$5,000.  The  gallery's  talent  roster 
icludes  heavy-hitters  such  as  Nan 
Dldin  and  Martin  Parr,  as  well  as 
D-and-comers  like  Julia  Christe.  Of 
nurse,  a  photograph  from  an  edition 
•  150  won't  increase  in  value 
;e  one  from  an  edition  of 

'e,  but  for  the  young 

Hector  with  blank 

ills  to  fill,  Lumas 

a  goldmine. 

vw.lumas.com. 


One 
True 
Thing 

BOTTEGA  VENETA  HAS  A 
deft  hand  with  masculine 
quintessentials.  This  bomber 
jacket  is  case  in  point:  It's 
stylish,  but  not  trendy; 
rugged,  yet  finely  made; 
and  both  utterly  practical 
and  impossibly  luxurious. 
In  a  word — perfect. 
I  Leather  jacket,  $4, 100,  at 
Bottega  Veneta  boutiques, 
(877)  362-1715, 
www.bottegaveneta.com. 
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The 

Light 

Aquatic 


STARTLE  A  CREATURE 
of  the  deep  with  this 
superbright  underwater 
flashlight.  Triple 
LEDs  combine  for  nine 
watts  of  illumination  and 
provide  12  hours  of 
battery  life.  Princeton 
Tec  Shockwave  LED,  $130. 
www.princetontec.com. 


THE  PACIFIER 


FOR  A  FRESH,  MODERNIST  INTERPRETATION  OF  TRADITIONAL 
American  quilt  designs,  check  out  Denyse  Schmidt's  colorfully  graphic 
fabric  compositions.  Schmidt  offers  ready-made  and  couture  quilts 
and  pillows,  with  custom  creations  hand-quilted  by  members  of  Amish 
communities  in  Minnesota.  Personal  fabrics  may  be  incorporated 
into  any  commissioned  work.  Shown,  top  to  bottom,  designs  Drunk  Love 
2-Tone  (queen,  $5,200),  Snake  Charmer  (twin,  $4,000)  and  Tulip 
Tree  Applique  (twin,  $3,400).  (800)  621-9017,  www.dsquilts.com. 


Miuccia  Scent  Mi 

GIVEN  MIUCCIA  PRADA'S  ABILITY  TO 
refashion  classic  menswear  details  into  the 
unexpected,  it  should  come  as  no  surprise  th^ 
her  first  fragrance  for  men  (dubbed  simply 
PRADA)  comes  packaged  in  a  retro-modern 
bottle — complete  with  chromed  atomizer.  Eve 
better:  Its  contents  are  just  as  pleasing — 
a  clean,  barbershop-like  scent  with  traces 
of  amber  and  orange  blossom.  $90/100  n\ 
pump  spray,  at  Prada  boutiques,  Saks 
Fifth  Avenue  and  Neiman  Marcus  store\ 
(888)  888-4757,  www.neimanmarcus.com. 
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WARMTH  &  FUNCTIOI 

HANDSOME  IS  AS  HANDSOME  DOES:  Z  ZEGNa) 
ankle  boots  will  keep  feet  cozy  and  dry  this  fa 
while  protecting  your  reputation  as  a  well-dresse 
man-about-town.  $595,  at  Ermenegildo  Zegn 
New  York.  (212)  421-4488,  www.zegna.cor 


Bibulous  Bibliotheque 


AT  FIRST  GLANCE  THE 
warmly  lit  wood-paneled  room 
resembles  a  gentleman's 
private  library.  Then  you 
realize  the  shelves  are  lined 
with  bottles — hundreds  of 
them.  Six  men  in  kilts  rise  from 
their  chairs  and  clink  glasses, 
toasting  with  a  Caledonian 
burr.  "It's  the  Glenfiddich 
team,"  says  bartender 
Amy  Hager  reverently. 
"Including  their  cooper." 

The  Brandy  Library  in  lower 
Manhattan  takes  scotch 
seriously.  Almost  300  single 
malts  are  arranged  by  region, 
from  the  Isle  of  Skye  to  the 
Highlands.  There  are  also  400 
Armagnacs  and  Cognacs  on 
hand,  beginning  with  a  $10 
glass  of  Gabriel  &  Andreu  Fins 
Bois  right  up  to  the  1900 
Lagarde  Armagnac  at  $380 
a  glass.  The  75  bourbons  and 
55  rums  could  occupy  a 
connoisseur's  palate  for  many 
evenings.  Cheery  "librarians" 
climb  a  sliding  ladder 
to  pull  down  specia'  requests. 


Created  in  2004  by  31- 
year-old  Flavien  Desoblin,  the 
Brandy  Library  caters  to  Wall 
Streeters  in  need  of  a  well- 
made  martini  or  Tribeca 
gastronomes  willing  to  part 
with  $230  for  a  glass  of  1914 
Pierre  Ferrand.  It's  a  stylish 
joint,  but  not  snobbish.  The 


habitual  "scholar"  may  wish  to 
lay  out  $500  a  year  for  a 
membership  that  includes 
ten-percent  discounts.  The 
ambience  is  upscale,  the 
music  jazzy  but  light;  patrons 
converse  rather  than  shout. 
Light  fare  (served  until  4  a.m.) 
includes  foie  gras,  caviar, 


smoked  salmon,  fine  cheeses 
and  miniature  burgers. 

Can't  yet  distinguish 
a  Laphroaig  from  a 
Bruichladdich?  Spirits 
sommelier  Ethan  Kelley 
leads  Tuesday  night  seminar 
and  special  tastings 
on  Saturday  from  5  p.m.  to 
8  p.m.  Reservations 
required  Thursday  through 
Saturday.  (212)  226-5545, 
www.  brandylibrary.  com. 
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/lORE  THAN  250  YEARS  OF  UNINTERRUPTED  HISTORY... 


1929.  When  the  world's  first  twin  lens  camera,  the  legendary  Rolleiflex,  was  launched,  Vacheron  Constantin  was  174  years  old 


ff'^\^  (RoUeiflex  ^ 


1  vm\ 
1 '  1 ' 


MALTE  CHRONOGRAPH 

Caliber  1141  handwound  mechanical 
movement.  Coiumn-wheel  chronograph 
mechanism.  Telemetric  scale  with 
1-kilometer  graduations  and  tachymetric 
scale;  30-minute  totalizer.  Manually 
engine-turned  dial  with  applied  hour 
markers  and  a  subdial  for  the  seconds. 
Diameter  41.5  mm.  Sapphire-crystal 
caseback.  Water-resistant  to  30  meters 
(-100  feet).  Standard  buckle.  White  gold. 

47120/000G-9098 


- 


...DEDICATED  TO  PERFECTION 


VACHERON  CONSTANTIN 

Manufacture  Horlogere.  Geneve,  depuis  1755. 


For  information  call  877-862-7555  -  www.vacheron-constantin.com 
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TO 

PROTECT 
AND 
SERVE 


THE  PROBLEM  WITH  A  LEISURELY  BREAKFAST  IN  BED  IS  THAT  BALANCING 
your  shredded  wheat  and  glass  of  orange  juice  is  more  pain  than  leisure. 
But  Lappers  trays  feature  indentations  fitted  with  interchangeable  antislip  silicone 
mats.  Jostle  all  you  want — the  milk  won't  splash.  Lappers  also  have  large, 
:omfortable  handles  and  nest  into  each  other  for  easy  storage.  Now  there's  no  excuse 
not  to  be  pampered.  Jeeves,  more  o.j.!  Trays  in  apple-green,  chocolate, 
turquoise  with  same-color  mats,  $22;  additional  hot-pink  mat  sets  (one  large,  one 
small),  $6,  from  the  Kinnebrew  Company,  (888)  924-8890.  To  locate  other 
retailers  or  order  custom  mat  logos,  (706)  327-4466,  www.lappertrays.com. 


Full- 
Service 
Fix 


YES,  THERE'S  AN  ART  TO  ESPRESSO: 

the  perfect  grind,  the  perfect 
tamp,  blah-de-blah.  We're  kind  of 
fill-'er-up  types  ourselves,  so 
Krups's  new  XP  7230  fully 
automatic  espresso  maker  suits 
our  habit  just  fine.  Seven  years  in 
development,  this  handsome 
little  machine  does  everything 
with  the  push  of  a  button, 
burr-grinding  the  beans,  filtering 
the  water,  even  cleaning  itself 
(you  do  have  to  foam  your  own 
milk,  but  the  digital  display  gives 
you  a  countdown  timer  to  tell 
you  when  to  stop).  Customize  the 
strength  and  temperature  of 
your  brew — even  make  a  standard 
cup  of  joe  if  you're  feeling  more 
Dunkin'  Donuts  than  Starbucks. 
$1,000.  www.krupsusa.com. 
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[sounds  sweet] 


THE  WAR  OF  THE  SLEEK  BLACK  PHONES  CONTINUES.  IN  A  BID  TO 
unseat  the  now-ubiquitous  Motorola  Razr  from  its  current  position  as 
the  hippest  handset  out  there,  LG  is  releasing  Chocolate.  The  jet-black 
slider  comes  with  all  the  usual  features — camera,  Bluetooth,  etc. — 
plus  a  music/video  player  and  a  micro  SD  memory  card  port.  Expect 
to  see  it  pressed  against  faces  everywhere  this  fall.  $199.  www.lg.com. 


OIL  DISCOVER! 


L 


ike  great  wine,  the  character  of  fine 
olive  oils  reflects  the  site  where  their 
olives  grew.  In  the  hills  east  of  Florenc 
in  the  Rufina  growing  zone,  the  Grati 
family  bottle  three  extraordinary  oils  fr 
three  separate  groves  on  their  farm — and  you 
can  savor  the  differences.  In  2005,  the 
Prunatelli  is  the  most  complex,  powerful  and 
peppery;  the  Monte  rich  and  smooth;  the 
Vetrice  spicy  and  pleasingly  bitter.  These  are 
flavorful  oils  for  drizzling  (on  bread,  mozzarel 
and  tomato,  grilled  fish),  not  frying.  Each  is 
$20  for  500  ml  from  the  Rare  Wine  Compan 
(800)  999-4342,  www.rarewineco.com. 
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He's  relaxed.  He's  insured  by  Chubb. 


<  CHUBB  COMMERCIAL  INSURANCE 


Worth  magazine  called  Chubb  "the  gold  standard  for  property-casualty 
insurance....  Chubb's  best  feature  is  a  three-decade  history  of  swiftly 
paying  claims  that  other  companies  might  balk  at." 

Chubb  relers  to  the  insurers  ol  the  Chubb  Group  of  Insurance  Companies. 

'Actual  coverage  is  subject  to  the  language  ol  the  policies  as  issued.  Chubb,  Box  1615,  Warren,  NJ  07061-1615. 
2003  Chubb  *  Son,  a  division  ol  Federal  Insurance  Company.  All  rights  reserved. 


<  CHUBB  SPECIALTY  INSURANCE 

<  CHUBB  PERSONAL  INSURANCE 


CHUBB 


For  more  information,  consult  your  independent 
agent,  or  visit  us  at  www.chubb.com  and  click  on 
"Find  an  agent."  , 


Port-a-Party 


THE  CARTOONISHLY  SIMPLE,  SELF-CONTAINED  DESIGN  OF 
the  165-pound,  wood-fired  Dutchtub  makes  it  possible  to  enjoy  alfresco  bathing  anywhere  you  can  find  water 
and  a  few  logs.  Completely  portable,  the  tub  takes  about  two  hours  to  heat  its  200-gallon  capacity  to  a  toasty  100-plus 
degrees  Fahrenheit.  Desired  temperature  can  be  maintained  by  adjusting  airflow  to  the  flame.  While  you're 
waiting,  cook  up  some  stir-fry  in  the  custom  wok  supplied  with  every  Dutchtub.  About  $6,000.  www.dutchtub.com. 


[value  added 


FOR  THE  MOST  PART  VERMOUTH 
exists  to  be  overlooked,  to  add 
nuance  to  a  martini  and  get  the 
hell  out  of  the  way.  California's 
Quady  Winery  has  a  different  idea: 
two  vermouths,  Vya  Extra  Dry  and 
Vya  Sweet,  that  demand  attention 
for  their  exotic,  showy,  somehow 
harmonious  aromas  of  orange  peei, 
lime  and  rainy-summer-forest  (the 
Extra  Dry),  and  cinnamon  and  wild 
flowers  (the  Sweet).  They  kick 
your  cocktail  up  a  notch,  but  simply 
poured  over  ice,  they  remind 
us  why  Europeans  love  a  predinner 
aperitif.  Vya  Vermouths,  $21  for 
750  ml.  www.quadywinery.com. 


•  ••THE  CALA-HATTAN 

The  Vya  combo  gives  this  drink 
a  silky  texture  and  a  sneaky 
exoticism. 

3  ounces  of  good  bourbon 

2  tablespoons  Vya  Extra  Dry 
1  tablespoon  Vya  Sweet 

3  shakes  of  Angostura 
bitters  (or  to  taste) 

Combine  in  an  ice-filled  shaker, 
shimmy  'er  around  and  strain 
into  a  highball  glass.  Garnish  witr 
a  maraschino  cherry  (ladies), 
a  lemon  peel  (anyone)  or  a  slice  o 
orange  (for  a  tiki  bar  effect). 
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Daniel  Bernhard 
Doesn't  need  a  I 


The  Patravi  Tonneaugraph  in  stainless  steel,  with  chronograph,  big  date  and  power  reserve 
display  is  a  perfect  example  of  Carl  F.  Bucherer's  unique  philosophy.  As  an  independent 
family  business  in  Lucerne,  Switzerland  since  1919,  our  attention  to  fine  detail  and 
passion  for  perfection  have  never  changed. 


o 

Carl  F.  Bucherer 

FOR  PEOPLE  WHO  DO  NOT  GO  WITH  THE  TIMES. 


www.carl-f-bucherer.com 


info@cfbnorthamerica.com 


300  395  4306 


wacAec/b6 


J  EWELERS 
THE  LAKES  at  Thousand  Oaks      THE  COMMONS  at  Calabasas 
805.230.0035  818.225.0600 
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[Fashion 
Beat 

ASK  A  FLY-FISHERMAN 
where  he's  headed  with  all  his  rods 
and  gear,  and  he  may  well  answer, 
"Nunya  business."  This  was  the 
inspiration  for  Cloudveil's  new 
fishing  vest,  the  Nunya.  Jackson 
Hole-based  Cloudveil,  best 
known  for  outdoor  clothing, 
began  testing  the  waters 
this  year  with  a  small  line 
of  fishing  equipment 
designed  after  feedback 
from  anglers  and 
guides.  The  Nunya 
is  superlightweight  and 
has  a  mesh  lining  for 
breathability.  There  are  a 
pair  of  one-handed  pockets,  a 
two-tiered  space  for  fly  boxes  and 
a  hydration  bladder  that  fits 
comfortably  between  the  shoulder 
blades  and  offers  easy  access 
to  the  wearer's  water  hose. 
$135.  www.cloudveilfishing. com. 


CITY  SWINGERS 


DRIVE495,  RECENTLY  OPENED  IN  NEW  YORK'S  SOHO  DISTRIC 

has  a  fitness  gym  downstairs;  upstairs,  there's  a  high-tech  go 
studio  with  three  simulation  bays  where  urban  golfers  can 
drive  balls,  work  on  their  short  game  or  play  18  simulated 
holes  at  one  of  31  well-known  international  courses.  Staff  pro 
will  analyze  your  swing,  and  the  trainers  will  help  you  build 
strength  and  flexibility.  $5,000  standard  annual  membership. 
$25,000  annual  membership  with  unlimited  golf  and  fitnes. 
lessons,  $100,000  lifetime  membership  with  one  year  of 
unlimited  lessons.  (212)  334-9537,  www.driveclubs.com. 
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Its  not  just  a  card.  It's  a  choice 


oice  to  laugh  at  all  the  old  stories 
A  choice  to  catch  up  on  whats  new. 
A      oice  to  bring  the  far  away  closer. 


Marquis  Jet  Card""  Owners  enjoy  the  uncompromising  quality, 
consistency  and  safety  of  Netjets" ,  25  hours  at  a  time. 
The  best  fleet,  pilots  and  service  in  the  world.  Make  the  choice 
to  accomplish  more.  Call  today  1.866. 538. 3201  or  visit  Marquisjet.com. 


MARQUISJET 
27'<  6391  5381 

JOHN  T  WATERS 

09/06  THRU  05/0?   

...  .  HAWKER  EO0XP 


All  program  flights  operated  by  NetJets*'  companies  under  their  respective  FAR  Part  135  Air  Carrier  Certificates. 


TheEYE 


SEPTEMBER  1 2 


RUSSIAN  EVOLUTION 

MARTIN  MULLER'S  MODERNISM,  INC.,  IS  ONE  OF  THE  MOST 
renowned  art  galleries  in  San  Francisco.  Over  the  past  27  years, 
Swiss-born  Muller  has  hosted  some  500  exhibitions  at  his 
Market  Street  location,  and  his  greatest  passion  is  Russian  avant-garde 
art  (1910-1930),  currently  popular  among  collectors  both  in  the 
United  States  and  abroad. 

What  was  your  first  important  show  at  the  gallery? 
In  1980  I  did  a  Russian  avant-garde  show,  the  first  ever  in  an  American 
gallery  outside  of  New  York.  I  offered  a  Symbolist  painting  by  Kasimir 
Malevich,  which  sold  for  $75,000.  Today  it  would  be  worth  $3  to  $4 
million.  I  also  had  major  works  by  Rodchenko,  Popova,  Goncharova  and 
Exter.  Today  the  Russian  oligarchs  are  buying  them  up  at  auction 
because  they  want  to  reclaim  their  cultural  heritage. 

A  Cubo-Futurist  work  by  Bogomazov  just  sold  in  London  for 
$1.2  million.  What's  your  reaction? 
I'm  glad!  I  did  the  first  one-man  show  outside  of  Russia 
for  Bogomazov  in  1983.  The  works  were  priced  from  $20,000  to 
$30,000.  I  still  have  many  great  Bogomazovs. 

Why  the  focus  on  Russian  art? 

Literature  and  art  theory  led  me  into  the  Russian  constellation  of  artists. 
I  was  obsessed  with  Russian  literature,  from  Turgenev  and  Dostoyevksy  to 
Vladimir  Mayakovsky  and  Mikhail  Bulgakov.  I  had  visited  Russia  as  a  student 
in  1970 — the  KGB  used  to  search  my  room  regularly.  While  studying  in 
Lausanne  I  broke  my  leg  in  a  motorcycle  accident  and  had  to  live  at  home. 
I  read  Vassily  Kandinsky's  treatise  The  Spiritual  in  Art  and  it  changed  my  life. 

How  do  you  decide  whic  h  artists  to  show? 

I  only  exhibit  artists  that  ond  to  emotionally  and  intellectually.  The  art  must 
be  visually  strong  and  th;        ,-sijy  articulate.  It  can't  just  be  decorative. 

>  Modernism,  Inc.,  (41.  www.modernisminc.com. 


Pacesette 

LEAVE  THE  AUDIOPHILE  HEADPHO 

at  home  and  take  these  sporty 
Sennheiser  MX75  earbuds  for 
jog.  Sweat-resistant,  hardy 
and,  thanks  to  the  twist-lock-fit 
system,  anatomically  snug. 
$50.  www.sennheiserusa.com. 
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Consider  it  your  MVP  award. 

In  your  own  way,  you've  climbed  Mount  Everest.  Run  a  three-minute  mile.  Batted  1.000. You  know  the  value  and 
deep  satisfaction  of  an  unrelenting  commitment  to  being  the  best.  Since  1 904,  Rolls-Royce  automobiles  have  been 
produced  by  people  who  share  your  passion  for  excellence.  The  roster  of  Rolls-Royce  owners  includes  captains 
of  industry,  heads  of  state  and  the  most  successful  pacesetters  in  their  respective  fields.  Isn't  it  time  you  joined 
this  select  group?  We  invite  you  to  experience  the  Rolls-Royce  Phantom.  After  all  -  you've  earned  it. 


Visit  your  Authorized  Rolls-Royce  dealer  in  the  following  locations: 
Atlanta,  GA   Bellevue.WA   Bethesda.MD    Beverly  Hills,  CA   Broomfield,  CO   Clearwater,  FL   Dallas, TX   Dublin,  OH 
Fort  Lauderdale,  FL   Greenwich,  CT   Houston.TX    Lajolla,  CA    Las  Vegas,  NV   Los  Gatos,  CA   Miami,  FL   Newport  Beach,  CA 
New  York,  NY    Northbrook,  IL   Orlando,  FL   Palmyra,  NJ    Parsippany,  NJ    Pasadena,  CA    Raleigh,  NC    Rancho  Mirage,  CA 
Sewickley,  PA    Scottsdale,  AZ  Troy,  Ml   Wayland,  MA  Westhampton,  NY  West  Palm  Beach,  FL 
Mexico  City,  Mexico        Toronto,  Canada 


For  more  info 


sit  rolls-roycemc 


77.877.3735 
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Jet  Couture 


WHEN  IT  COMES  TO  LUXURY,  VERSACE  BELIEVES  THE  SKY'S  THE 
limit.  Beginning  this  year,  the  Milanese  fashion  house  (known  for 
its  21st-century  take  on  baronial  splendor)  brings  together  the  Versace 
Design  team  and  technicians  from  TAG  Aircraft  Interiors  Ltd.  to  create 
customized  private  jets.  The  results  are  decadent  in  the  extreme. 
From  floor  plan  to  furniture,  and  pillows  to  paint  job,  Versace  Design 
will  personalize  anything  from  a  Gulfstream  G550  to  a  Boeing 
BBJ/737.  TAG  Aircraft  Interiors  Ltd.,  (305)495-9500,  info@tagai.aero. 
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Southern 
Comfort 


WITHOUT  PROPER  SUPERVISION  A  PERSON 
could  eat  way  too  many  Buford's  Brownies,  which 
combine  a  chewy,  old-fashioned  depth  of  flavor, 
a  satisfying  crunch  and  a  perfect  load  of  sweet- 
but-not-cloying  sugariness.  For  more  than  ten 
years,  Buford  King  has  been  making  these  "Sinfu 
and  Addictive"  small-batch  brownies  in  Columbu; 
Georgia,  from  all-natural  ingredients  (including 
Ghirardelli  cocoa  and  chocolate  chips).  Both 
the  1-lb.  Original  ($15)  and  Pecan  ($17)  come 
in  baking  pans  for  reheating,  meaning  that  you 
could — not  that  you  would! — pass  them  off  as 
your  grandma's  secret  recipe.  (886)  BUFORDS, 
www.  bufordsbrownies.  com. 


Brains  and  Braun 

5COTT  BRAUN'S  FURNITURE  HAS  A  SINUOUS,  FLOWING  QUALITY. 
The  curvaceous,  ebonized-mahogany  dressing  bench  shown  is  entirely 
hand-sculpted  and  conceals  a  gilded  storage  compartment  underneath  its 
Thai-silk  seat  cushion.  About  $21,000.  (718)  381-9200,  www.scottbraun.com. 
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Tasmania  close-up  I  rhinos 


nibia  I  l.a.'s  roosevelt  I  eos  flies  I  d 


USTRALIA 


Wild  Tasmania: 
Dove  Lake  from 
Cradle  Mountain 


asmania:  i  came  to  Tasmania  with  plenty  of  questions.  Was  this  the  place  to  reverse  my  rotten 
y- fishing  luck?  What,  exactly,  is  aTasmanian  devil?  And  above  all,  was  this  exotic-sounding  island  150  miles 
outh  of  the  Australian  mainland  really  the  Next  Great  Place,  as  the  travel  hype  would  have  it?  •  The 
econd  question  was  answered  early  on.  At  a  Tasmanian  devil  wildlife  refuge,  "Devils@Cradle,"  near 
Cradle  Mountain-Lake  St.  Clair  National  Park,  I  came  upon  a  devil  menage  a  trois,  this  being  March, 
he  mating  season.  Unlike  the  furry  whirling  dervish  of  the  Bugs  Bunny  cartoons,  the  real  devils  are 
>oth  fierce  and  shy — dark,  wolflike  and  not  much  given  to  spinning.  They  can  however,  I  was  told,  eat 
verything  from  an  elephant  to  a  tin  can.  •  As  for  the  Next  Great  Place  question,  the  answer  is  very 
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CALIFORNIA 

LOS  Angeles;  Checking 
into  the  HOLLYWOOD 
ROOSEVELT  HOTEL  is  like 
stumbling  into  the  pages  of 
your  favorite  celebrity 
magazine.  The  glamour-pusses 
behind  the  check-in  desk  issue 
room  key  cards  that  double  as 
VIP  passes  to  the  swankiest 
party  in  town — the  one 
swinging  at  the  hotel's 
Tropicana  pool  bar  and  even 
shizzier  Teddy's  lounge. 

Just  a  year  and  a  half  after 
the  1927  landmark  got  its 
$25-million  face-lift 
(impressive  even  by  Hollywood 
standards),  the  click-clack  of 
Jimmy  Choo  heels  has  silenced 
the  resident  ghosts  of  Ethel 
Merman  and  Marilyn  Monroe, 
both  former  guests.  Now,  the 
Roosevelt's  softly  lit  Moorish- 
style  alcoves  are  aflutter  with 
Razr-wielding  scene-makers 
and  hotel  heiresses  named 
after  European  capitals. 

Designer  Dodd  Mitchell 
worked  with  Jason  Pomeranc, 
the  hotelier  behind 
Manhattan's  aggressively  hip 
60  Thompson,  to  create  a  vibe 
here  that's  both  sophisticated 
and  sassy,  and  nowhere 
is  that  more  evident  than  in 
the  60  exclusive  cabana  y 
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Ken  Orr's  Orrsome  Tassie  Trout, 


probably  yes,  partly  because  of  what  you  find 
in  Tasmania,  and  partly  because  of  what  you 
don't:  hordes  of  tourists  (so  far),  overdevelop- 
ment (so  far)  and  pollution  (you  get  the  picture). 
Tasmania  is  a  sparsely  settled  island,  almost  40 
percent  given  over  to  protected  wilderness,  an 
environmental  balance  sheet  that  lures  hikers, 
bikers,  naturalists  and  fishermen  from  all  over 
the  globe.  Among  other  things,  Tasmania  has 
the  cleanest  air  in  the  world.  (The  air-quality 
measurement  station  on  Cape  Grim  proves  it, 
providing  the  benchmark  against  which  other  air 
quality  is  measured.) 

Tasmania  also  has  an  awful  lot  of  trout.  This 
couldn't  be  better  news  for  me,  who  has  been  hu- 
miliated by  fish  in  spectacular  spots  around  the 
world.  This  time  I  went  straight  to  the  top,  hir- 
ing Ken  Orr,  of  Ken  Orr's  Orrsome  Tassie  Trout. 

"Get  ready. .  .strike!"  Orr  would  bellow  as  a 
shimmering  brown  trout  approached.  A  sub- 
stantial guy  with  such  a  thicket  of  wavy  silver 
hair  that  his  employees  call  him  "Hoff  (for  Hasselhoff, 
Baywatch  having  long  ago  invaded  Australia),  Orr  literally 
watches  for  the  fish  in  shallow  lagoons — that's  the  way  fly- 
fishing is  done  in  Tasmania. 

"It's  more  like  hunting,"  he  says.  "You  can  really  see  the 
fish  here  and  he  sees  you,  unlike  in  America,  where  your 
rivers  are  much  deeper."  For  the  first  time  ever,  I  finished 
2-1  against  the  fish;  a  pair  of  two-and-a-half-pound  brown 
trout  caught  and  released,  and  the  proverbial  one  that  got 
away.  Despite  their  numbers — Orr  estimates  that  there 
are  millions  of  trout  in  Tasmania's  3,000  or  so  lakes  and 
streams — these  are  tough,  canny  specimens,  descendants  of 
the  brown  trout  imported  from  England  in  1864. 

Tasmania's  biggest  import  these  days  seems  to  be  sec- 
ond-home buyers  and  hoteliers.  Mainlanders  have  begun 
swooping  down  to  snatch  up  quaint  Victorian  cottages  as 
vacation  homes.  For  the  rest  of  us,  Tassie's  current  real  es- 
tate boom  is  taking  the  form  of  deluxe  new  hotels  coming  into  the  mix  alongside  existing  is 
land  guesthouses  most  generously  described  as  "rustic." 

At  PEPPERS  CALST0CK,  a  handsome  Georgian  estate  on  200  acres  just  outside  the  village  o 
Deloraine,  French  owners  Remi  and  Ginette  Bancul  have  been  watching  the  development  witl 
■m,   •  4KKKKT~     hemusement.  "When  we  came  here  in  1999,  there  wa 

PPppp  ,        «     tmS^  >m~    nothing  at  all,"  Remi  savs.  "People  wondered,  why  ari 

you  going  to. .  .Tasmania?  It  sounded  like  we  wen 
going  into  the  jungle."  Not  exactly.  The  house  ana 
grounds  are  patrician  and  stately,  and  the  Banculs  hav 
filled  the  rooms  with  exquisite  French  fabrics  and 
Georgian  antiques. 

But  Tasmania's  hotel  shot  heard  around  the  work 
occurred  last  year  with  the  opening  of  the  HENRY  J0NE 
ART  HOTEL  on  the  waterfront  in  Hobart,  the  state  \)| 


Peppers  Calstock, 


Henry  Jones  Art  Hotel, 


Islington  Hotel, 


Cradle  Mountain  Lodge, 


FOOD  &  DINING: 
Ashgrove  Farm  Cheese, 


Tasmanian  Truffle  Enterprises, 


Stillwater  River  Cafe, 


Daniel  Alps  at  Strathlynn, 


Marque  IV, 


Tasmanian  Honey  Company, 


Surf  &  turf:  Tasmania's  bounty 
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100  WINES  BY  THE  6 LASS.  100  TOASTS  WAITING  TO  BE  MADE. 
OUR  PRIVATE  DINING  EXPERTS  WILL  HELP  YOU  CREATE  AN  UNFORGETTABLE  OCCASION. 
FLEMING'S.  WHERE  EVENINGS  OUT  BECOME  MEMORABLE  TIMES. 


■ 

PRIME  STEAKHOUSE  O  WINE  BAR 
For  locations  visit  flemingssteakhouse.com 


Freedom  is  what  makes  life  worth  living.  It  is  being  able  to  lower  the  roof 
and  let  the  heavens  roll  by.  With  its  6.0  litre  V12  engine  and  rich  blend  of 
hand-crafted  natural  materials,  the  DB9  provides  the  perfect  way  to  free 
the  mind,  replenish  the  body  and  stir  the  soul. 


ASTON  MARTIN 


Power,  Beauty  and  Soul 


Scottsdale  Aston  Martin 

Phoenix  •  AZ 
(480)  990-9000 
Contact:  Stan  Briggs 

Aston  Martin  of  Beverly  Hills 

Beverly  Hills  •  CA 
(800)  768-0518 
Contact:  Janelle  Salehi 

Aston  Martin  Marin 

Corte  Madera  •  CA 
(415)  496-2100 
Contact:  Steve  Caria 

Bauer  Aston  Martin 

Santa  Ana  •  CA 
(714)953-4800 
Contact:  Brian  Wright 

Cole  European 

Walnut  Creek  ■  CA 

(925)  935-2653 

Contact:  Debby  Johnson 

Aston  Martin  of  San  Diego 

San  Diego  ■  CA 
(800)  215-1642 
Contact:  Keilie  Burns 


Desert  European  Motorcars 

Rancho  Mirage  •  CA 
(760)  773-5000 
Contact:  Austin  Lewis 

Galpin  Aston  Martin 

Los  Angeles  ■  CA 

(818)  894-3800 

Contact:  Joe  VanDeVeere 

Aston  Martin  Silicon  Valley 

Los  Gatos  •  CA 

(408)  354-4000 

Contact:  Matthew  Gi  iff  in 

Sill-TerHar 

Broomfield  •  CO 
(303)  469-1801 
Contact:  Jeremy  Child 

Miller  Motorcars 
■ 

(203)  629-4726 

Contact:  Cyndi  Koppelman 

Aston  Martin  ofTampa 
•  R 

Contact:  Tom  Hein; 


Aston  Martin  Palm  Beach 

West  Palm  Beach  •  FL 

(561 )  659-6206 

Contact:  Patricia  Romeo 

Aston  Martin  Naples 

Naples  ■  FL 
(239)  263-6070 
Contact:  Ken  Hansen 

The  Collection 

Coral  Gables  ■  FL 

(305)  444-5555 

Contact:  Steve  Barmann 

Aston  Martin  of  Atlanta 

Roswell  •  GA 
:678)  802-5007 
Contact:  Craig  Forbes 

Lake  Forest  Sportscars 

Lake  Bluff  •  IL 
(847)  295-6560 
Contact:  David  Pigg 

Aston  Martin  of  New  England 

Waltham  •  MA 
(781)  547-5959 
Contact:  Pat  Roussel 


Aston  Martin  ofTroy 

Troy  •  Ml 
(248)  643-6900 
Contact:  Brian  Bucholtz 

Moore  Aston  Martin 

St.  Louis  •  MO 
(636)  394-0900 
Contact:  Ted  Dickey 

Gaudin  Aston  Martin 

Las  Vegas  •  NV 
(702)  284-7000 
Contact:  Paul  Jarrett 


F.C.  Kerbeck  Aston  Martin 

Palmyra  ■  NJ 
(856)  829-8200 
Contact:  Joe  Innaurato 

Ray  Catena  Aston  Martin 

Edison  •  NJ 
(732)  205-9000 
Contact:  Peter  Klein 


Aston  Martin  Long  Island 

Roslyn  •  NY 
(516)  478-4326 
Contact:  Simon  Rodd 

Aston  Martin  of  Cleveland 

Bedford  •  OH 
(440)  359>1515 
Contact:  Gary  Goodman 

Midwestern  Auto  Group 

Dublin  •  OH 
(614)  889-2571 
Contact:  Vil  Vina 


Aston  Martin  of  Dallas 

Dallas  ■  TX 
(214)  522-1007 
Contact:  Kurt  Fegraeus 

Star  Motor  Cars 

Houston  ■  TX 
(713)  868-6800 
Contact:  Richard  Wahl 


Aston  MartinTysons 

Vienna  •  VA 
(703)  770-2323 
Contact:  Phillip  Jones 

Aston  Martin  Seattle 

Seattle  •  WA 
(866)  855-8446 

Contact:  Michael  De  O'Campo 

Decarie  Motors 

Montreal,  Quebec  ■  Canada 
(514)  334-9910 
Contact:  Cheryl  Bias 

Aston  Martin  of  Ontario 

Toronto,  Ontario  •  Canada 
(416)  530-1880 
Contact:  Leo  Rubino 

MCL  Motor  Cars 

Vancouver,  BC  •  Canada 
(604)  738-5577 
Contact:  Herb  Mills 


www.astonmartin.com 


Foreign  Cars  Aston  Martin 

Greensboro  •  NC 
(336)  294-0200 
Contact:  Bill  Morell 


Bobby  Rahal  Aston  Martin 

Wexford  •  PA 
(724)  940-3530 
Contact:  Mark  Harnden 
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ooms  around  the  toasty 
)lympic-sized  pool  with  its 
inderwater  mural  by  David 
Hockney.  Most  of  those  suites, 
lone  up  in  chocolate-browns 
ind  creams,  have  private 
erraces,  double-sided 
ireplaces  and  views  onto  the 
iction  a  paparazzo  would  sell 
lis  sister  for. 

Not  that  the  other  240 
ooms  lack  star  power.  Many  of 
he  junior  and  one-bedroom 
uites  in  the  12-floor  tower 
ace  Grauman's  Chinese 
heatre,  with  all  those 
ossilized  footprints,  and  the 
vodak  Theatre,  home  of 
he  Academy  Awards.  On 
op  is  the  triplex  penthouse 
iuite,  named  for  Clark  Gable 
nd  Carole  Lombard,  who 
>ften  stayed  there. 

But  what's  really  cool 
bout  the  Roosevelt  is  how  it 
efies  Hollywood  cliches  about 
tyle  trumping  substance, 
lusband  and  wife  restaurateur 
jeam  Tim  and  Liza  Goodell 
leliver  showstopping 
lishes  at  Dakota,  an  American 
iteakhouse  known  for  its 
leconstructed  Caesar  salad 
nd  a  bearnaise  sauce  worthy 
f  its  own  publicist.  Many 
f  the  menu  items  play  just  as 
fell  via  room  service,  which 
rings  up  another  important 
spect  of  the  Roosevelt's 
^vitalized  charm.  With  so 
lany  pleasures  waiting  back  in 
ie  room — bath  products  by 
resh,  minibar  fare  from 
earby  gourmet  shop  Joan's  on 
hird,  Frette  robes — you 
light  prefer  to  skip  the  A-list 
;stivities  and  hole  up 
etching  the  same  stars  on  TV. 
•f  course,  you  won't  get  your 
icture  in  a  magazine  that  way. 
—DAVID  HOCHMAN 
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capital.  These  converted  1820s  wharf  buildings  house  a  standout  collection  of  contemporary  art 
and  furniture,  restored  original  timber  beams  and  staircases,  loftlike  modern  rooms  and  a  restau- 
rant/bar scene  straight  out  of  downtown  Manhattan. 

A  few  months  later  another  stylish  hotel,  the  ISLINGTON,  opened  in  Hobart  in  a  Regency 
mansion  packed  with  one-of-a-kind  furnishings:  a  black  and  white  marble  floor  from  a  former 
palace,  hand-carved  Tasmanian  chairs,  crystal  chandeliers.  Even  the  CRADLE  MOUNTAIN  LODGE 
on  the  edge  of  the  national  park  has  added  luxe  accommodations  known  as  King  Billy  suites, 
with  contemporary  decor  and  outdoor  Jacuzzis. 

Opening  soon  are  THE  LODGE  AT  TARRALEAH,  an  ambitious  resort  down  the  road  from  Ken 
Orr's  camp,  and  another  deluxe  spot  modestly  called  REMARKABLE  LODGE,  created  by  James 
Baillie,  the  developer  of  Aus- 
tralia's Lizard  Island. 

Meanwhile,  the  island's  rest- 
aurant scene  is  exploding  as 
well.  "Our  restaurants  have  ben- 
efited from  an  infusion  of  sea- 
changing  chefs,"  explains  Sue 
Dyson,  a  local  restaurant  critic 
who  produces  foodtourist.com 
with  partner  Roger  McShane. 
"They  are  able  to  use  the  ex- 
cellent produce  from  the  land 
and  the  sea — lobster,  scallops, 
mussels,  oysters,  abalone — along 
with  our  good  wines." 

All  were  in  evidence  during 
the  day  I  spent  with  Kim  Sea- 
gram, co-owner  of  STILLWATER 
RIVER  CAFE,  an  atmospheric  restaurant  located  in  a  converted  1830s  mill  in  Launceston,  and 
the  representative  for  the  Vineyards  Association  of  Tasmania.  We  started  our  trip  at  the  restau- 
rant DANIEL  ALPS  AT  STRATHLYNN  with  a  late  lunch  of  scallops,  shellfish  and  ocean  trout,  fol- 
lowed by  cheese  and  local  blackberries  and  accompanied  by  a  delicious  Chardonnay  and  a  Pinot 
Noir  from  Pipers  Brook  Vineyards,  in  the  nearby  Tamar  Valley.  Back  at  Stillwater,  we  worked 
our  way  through  Tasmanian  oysters,  tuna  sashimi  with  watercress,  coriander  and  ruby  grape- 
fruit with  a  lime-soy  dressing,  lime-  and  sugar-cured  salmon  with  green  mango,  and  seared 
scallops  with  double-mushroom  custard. 

You  can  spend  a  week  here  and  do  nothing  but  eat.  Many  food-obsessed  travelers  come  in 
winter  for  truffle  season  (Tim  Terry  grows  very  good  black  truffles  from  Perigord  seedlings  at 
his  trufferie,  Askrigg,  near  Deloraine),  and  in  summer  for  berries,  along  with  the  products 
available  all  year — such  as  leatherwood  honey  at  the  Tasmanian  Honey  Company  in  Perth, 
and  English-style  cheeses  at  Ashgrove  Cheese  in  Elizabeth  Town. 

On  my  last  night,  in  Hobart,  I  faced  a  restaurant  quandary — so  many  recommended 
choices,  so  little  time.  But  most  of  the  ones  I  wanted  to  try  were  closed  for  wedding  receptions 
(March  is  clearly  mating  season  around  here  for  mammals  in  general). 

The  solution  was  to  crash  the  wedding  reception  at  MARQUE  IV,  a  much-praised  modern 
Australian  place  on  the  Hobart  harbor,  where  I  was  sweetly  allowed  to  park  myself  at  the  bar 
with  a  glass  of  wine  and  several  of  the  kitchen's  specialties  (such  as  seared  scallops  with  smoked 
salmon  and  wasabi  scramble  in  a  white  balsamic  beurre  blanc). 

"I'm  just  sorry  I  can't  put  you  at  a  good  table  and  charm  you,"  the  maitre  d'  said.  But  of 
course,  he  already  had.  And  how  nice  that  even  as  their  island  becomes  the  hot  new  kid  on  the 
block,  the  Tasmanians  hang  on  to  their  old-fashioned  manners.  — LAURIE  WERNER 


Crystal  waters 
In  Tasmania, 
the  fish 
see  you, 
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The  Africa  less 
traveled:  the  Namib 
desert.  Above: 
star  attractions 


AMIBIA 


Namib  Desert  i  Just  after  dawn  I  found  myself  peering  intently  into 
a  mound  of  warm,  fresh  rhino  dung.  My  guide,  Sibulon,  a  member  of  Namibia's 
Damara  tribe,  was  explaining  how  the  finely  pulverized  tree  shards  within 
this  prodigious  pile  provided  valuable  clues  to  the  age  (young),  sex  (male)  and 
dental  health  (excellent)  of  its  producer  •  This  unappetizing  prebreakfast  lec- 
ture on  the  benefits  of  fiber  (at  least  for  rhinos)  took  place  in  Namibia's  Namib 
Desert,  a  parched  moonscape  that  makes  Death  Valley  look  like  Tuscany.  I  was 
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staying  at  PALMWAG  RHINO  CAMP,  a  desert  outpost  where  guests 
spend  their  days  tracking  rhino  on  a  government-owned,  privately 
run  preserve  larger  than  Rhode  Island. 

Palmwag's  eight  spacious  tents,  with  their  solid  beds, 
mahogany  floors  and  en  suite  bathrooms  with  bucket  showers, 
make  it  an  oasis  of  comfort  in  a  region  that  redefines  the  phrase 
"middle  of  nowhere."  Another  tent  serves  as  Palmwag's  combi- 
nation clubhouse  and  dining  room,  where  guests  enjoy  lamp-lit 
dinners  of  chicken,  pasta  and  grilled  game. 


Old  African  hands  love  this  unpretentious,  old-shoe  cama 
which  conjures  up  memories  of  an  era  before  today's  glitzy  sa- 
fari lodges  with  their  decorators,  chefs  and  SUVs  crammed  witl 
telephoto-toting  tourists.  Put  it  this  way:  Ernest  Hemingwaj 
would  feel  right  at  home  at  Palmwag. 

So  might  Indiana  Jones,  who  would  relish  tracking  the 
Namib  with  Chris  Bakkes,  Palmwag's  colorful  South  African 
manager  and  guide  extraordinaire.  Chris  lost  part  of  his  left  arm 
several  years  ago  during  a  disagreement  with  a  croc,  hut  this  yy 
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Trave  I 

EOS 

AIRLINES 


It's  been  almost  a  year  since 
EOS  AIRLINES — one  of  a  gaggle 
of  new  boutique  business-class 
airlines — began  service  along 
the  already-bustling  New 
York/London  route.  Even  before 
the  company  launched  in 
October  2005,  its  detractors 
had  the  long  knives  out:  How 
can  an  airline  make  money 
with  only  48  seats  on  a  gas- 
guzzling  757?  Nobody  wants  to 
fly  to  Stansted;  people  want  to 
land  at  Heathrow.  You'll  never 
get  loyalists  to  jump  from 
British  Air  and  Virgin. 

So  how  is  Eos  doing?  The 
answer  would  appear  to  be:  just 
fine,  thanks.  Eos's  most  potent 
accomplishment  is  that  it  has 
eliminated  the  chaos  from  air 
travel.  Nowadays  passengers 
have  been  so  conditioned  to 
the  last-helicopter-out-of- 
Saigon  atmosphere  of  modern 
airports  that  the  Eos  neophyte 
arriving  at  JFK  in  New  York 
is  at  once  surprised  (and 


interfered  not  at  all  with  his  steering  and  down- 
shifting as  he  wheeled  our  Land  Rover  through 
the  desert  along  a  dusty  two-track. 

Chris  is  often  accompanied  by  the  local  repre- 
sentative of  Save  the  Rhino  Trust,  which  is  dedi- 
cated to  preserving  Namibia's  endangered  black 
rhinos.  The  Trust  collaborates  with  Palmwag  in  a 
joint  eco-venture  that  gives  the  Trust  a  share  of  the  camp's  revenues  in  exchange  for  real-time 
porting  about  rhino  movements  by  Sibulon  and  the  Trust's  other  trackers. 

During  the  first  hour  we  passed  dozens  of  giraffe  and  zebra,  and  a  family  of  baboons  scouj 
ing  for  a  tasty  scorpion  or  snake,  and  glimpsed  the  tracks  of  the  most  elusive  beast  of  all,  th 
lion.  Suddenly,  Chris's  radio  crackled  with  news  from  Sibulon  and  his  patrol  about  a  rhincj 
spotting  near  Achab  Springs,  a  local  watering  hole.  Arriving  at  Achab,  we  started  tracking  th| 
rhino  on  foot  across  a  harsh,  Daliesque  desert  strewn  with  large  basalt  boulders. 

After  an  hour  we  spotted  them — two  dusty  black  males,  weighing  about  a  ton  each,  graa 
ing  on  scrawny  shrubs.  I  got  that  Jurassic  Park  feeling  as  I  watched  these  prehistoric  armorej 
lugs  with  their  stubby  legs  and  large,  murderous  horns.  After  about  20  minutes,  and  despil 
our  best  efforts  to  keep  downwind,  the  duo  fixed  us  with  their  myopic  little  eyes  and  brougl) 
their  horns  around  like  outstretched  bayonets,  giving  us  all  a  head-on  view  of  how  death  muj 
look  to  an  unlucky  victim.  Fortunately  for  us,  thanks  to  either  the  rhino  version  of  ADD  c 
sheer  lack  of  interest  in  their  puny  visitors,  the  rhinos  soon  waddled  off. 

Later  we  came  across  a  pride  of  ultrarare  lions,  torpid  after  feasting  on  a  large  kudu,  bu 
still  awake  and  cranky  enough  to  snarl  us  back  into  the  Rover.  In  the  camp  that  night,  Topi 
A  was  our  rhino  sighting,  which  got  more  dramatic  and  death-defying  with  every  glass.  S 
much  so  that  I  conveniently  forgot  to  bring  up  Chris's  sensible  advice  to  me  at  Achab:  "If  vi 
find  them,  stay  downwind,  keep  quiet,  and  if  the  rhino  turns  and  spots  you,  just  run  like  hellj 
Well,  maybe  things  have  changed  a  bit  since  Hemingway's  time.  — BILL  WHITMAN 


delighted)  by  actual — are  you 
sitting  down? — humane 
treatment.  Aqua-jacketed 
guides  greet  guests  curbside 
(passengers  can  arrive  up  to 
45  minutes  before  departure) 
and  while  one  whisks  away 
the  luggage,  another 
escorts  them  through  "fast 
lane"  security  and  into  the 
elegant  lounge  Eos  shares  witl 
Emirates  Airlines.  Total 
time  elapsed:  approximately 
ten  minutes. 

Onboard,  seats  are  arrange 
in  a  staggered  pattern  so  that 
no  passenger  has  an 
immediate  seat  partner. 
Instead,  each  is  blissfully 
cocooned, feet  propped  up,  in 
his  own  21 -square-foot  "pod.' 
A  flight  attendant — one  for 
every  eight  passengers — 
distributes  hand-held  portable 
entertainment  devices  jammei 
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with  movies,  music  and 
games.  A  fine,  four- 
course  meal  arrives  on 
demand,  accompanied 
by  a  pretty  fair  wine 
selection.  After  dinner 
the  almost-seven- 
foot-long  lie-flat  bed 
folds  down  in  seconds. 
Next  stop  Piccadilly. 

Or  close  enough.  As 
for  Eos's  use  of 
Stansted  airport,  30 
miles  north  of  London, 
it's  true  that  making 
further  connections  out 
of  Heathrow  is  a 
hassle.  But  travelers 
headed  to  meetings  in 
the  City  will  find 
jumping  on  the  train 
at  Stansted  and 
arriving  at  Liverpool 
Street  Station  45 
minutes  later  to  be 
little  inconvenience. 

Other  caveats? 
There  are  those  who 
have  complained  about 
Eos's  limited 
schedule — one  New 
York/London  flight  daily  each 
way.  (A  second  daily  flight 
is  scheduled  to  begin  this 
month.)  Others  say  they  miss 
some  of  the  special  program 
perks  that  the  big-network 
airlines  provide.  But  if 
there's  one  Eos  advantage 
everyone  seems  to  like,  it's 
price.  The  current  trans- 
Atlantic  round-trip  business- 
class  fare  on  most  airlines 
ranges  from  a  corporate- 
discounted  $5,000  to  a 
$9,000  walk-up  ticket. 
Eos's  round-trip  fare  is  about 
$3,000  if  ticketed  30 
days  in  advance.  Which  is 
one  reason  the  airline  actually 
began  breaking  even  this 
past  summer  with 
70-percent-capacity  loads. 

Even  if  you  never  fly  Eos, 
there's  good  reason  to  wish 
it  well,  if  trans-Atlantic  service 
continues  to  improve  while 
prices  fall,  it's  helped  usher 
in  a  new  era  in  comfortable 
travel.  Eos,  by  the  way, 
was  the  Greek  goddess  of  the 
dawn.  —PATRICK  COOKE 


Autumn  pastoral: 
Mohonk  Mountain  House 


OUT  OF  TOWN:  NEW  YORK  C\l\ 

New  Paltz,  New  York:  The  sprawling  Mohonk  Mountai 

House — part  castle,  part  displaced  Adirondack  lodge — was  already  famou 
for  fall  foliage  hikes,  snowshoeing  and  skating,  and  summer  swimming 
its  glacier-carved  lake  by  the  time  such  luminaries  as  John  D.  Rockefelle 
Rutherford  Hayes  and  William  Howard  Taft  began  gracing  its  endle 
hallways  and  cavernous  dining  room.  The  Smiley  family,  who  purchased 
humble  lakeside  tavern  set  amid  300  tucked-away  mountaintop  acres  bac 
in  1869,  still  runs  the  place  with  easygoing  charm  and  spruce  efficienc 
Mohonk  added  a  handsome  spa  and  exercise  wing  in  2005  that  blends  seam 
lessly  with  the  resort's  dark-wood,  late-Victorian  ambience — Philippe  Star 
isn't  going  to  be  turned  loose  here  anytime  soon.  About  two  hours  northwe 
of  Manhattan,  Mohonk  remains  a  kids' paradise,  with  myriad  programs  an) 
activities,  and  a  serene  adult  Shangri-la.  Ask  for  a  high-floor  turret  room,  wit 
180-degree  vistas  and  vertigo-inducing  balconies.  Mohonk  Mountain  Hous 
rooms  from  $258,  (800)  772-6646,  www.mohonk.com.  —RICHARD  NALLE) 
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he  dream  of  a  Polynesian  paradise  is  one  of  the  enduring  myths  of  the  world.  It  is 
dream  that  lives  on  at  Coco  Palms.  For  the  first  time,  a  limited  number  of  luxury 
sidences  are  being  offered  to  those  inclined  to  live  in  paradise.  The  residences  will 
:  the  foundation  of  a  newly  rebuilt  35  acre  resort  that  has  been  designed  to  blend 
e  natural  tranquility  of  the  grounds  with  the  necessities  of  a  contemporary  Polynesian 
estyle.  For  more  information  please  visit  our  website  or  call  us  in  Paradise.  Aloha. 


CmValm 

ISLAND  OF  KAUAI 


HE  RESIDENCES  AT  COCO  PALMS      888  32  1-2626  WWW.COCOPALMS.COM/FORBES 

information  contained  herein  (including  photos,  artist  renderings,  site  maps,  floor  plans,  square  footage,  features,  prices  and  other  information)  is  illustrative  only  and  is  subject 
ihange  without  notice.  It  is  not  intended  to  he  and  docs  not  constitute  an  offer  <  ir  solicitation  to  sell.  It  shall  not  he  used  in  any  state  where  prohibited  by  law  or  where  registration 
|uirements  have  not  been  met.  Oceanfront  Rcaltv  International  Inc.,  Coco  Palms  Hospitality  Center,  Post  Office  Box  458,  Kapa'a,  Hawai'i  96746,  Coco  Palms  Ventures,  LLC 
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DENMARK 

Falsled:  During  a  recent  visit  to  Denmark, 

having  endured  endless  meals  of  porridge,  boiled 
potatoes  and  other  unflavored  items  that  my  Old 
World  relatives  somehow  believe  will  build  char- 
acter, I  realized  I  might  never  get  my  wife  to  return 
to  Scandinavia.  Ahh,  but  I  had  a  secret  weapon. 
Quicker  than  you  can  say  "Let's  not  play  chess  with 
death,"  I  swept  her  down  to  the  microscopic  town  of 

Falsled,  120  miles  from  Copenhagen  on  the  southwest  coast  of 
Fyn  (that's  the  ball-shaped  island  that  on  maps  looks  like  it's  get- 
ting kicked  between  Denmark's  Jutland  Peninsula  and  the  main 
island  of  Zealand). 

Falsled  was  probably  already  far  off  the  beaten  track  back  in 
1500,  when  a  tiny  inn  was  built  there.  But  when  perfectionists 
Lene  and  Sven  Gronlykke  bought  the  FALSLED  KRO  inn  in  1971, 
they  made  some  astonishing  changes  that  soon  caused  the  world, 
or  at  least  its  more  epicurean  inhabitants,  to  beat  a  track  to  them. 
While  the  Gronlykkes  applied  typically  excellent  Danish  interior 
design  to  create  19  picturesque  guest  rooms,  they  also  brought 
in  a  French  chef,  Jean-Louis  Lieffroy,  formerly  of  the  highly 
civilized  kitchen  at  the  Chateau  d'Artigny  in  the  Loire  Valley. 
Lieffroy  did  something  very  atypical  to  Danish  cuisine:  He  made 
it  taste  damned  good.  His  cooking  even  brought  this  remote  spot 
into  533rd  place  in  Patricia  Schultz's  best-selling  book,  1,000 
Places  to  See  Before  You  Die,  making  it  seem  pretty  vital  to  get  there. 

Memories  of  boiled  cod  and  other  family  specialties  soon 
evaporated  as  we  devoured  salmon  with  horseradish  cream  and 
aquavit  granite,  saddles  of  fallow  deer  smothered  in  juniper 
berries,  apples  baked  in  paper-thin  pastry  and  other  culinary 
masterpieces  culled  with  Gallic  confidence  from  nearby  fields 
and  waters.  It  was  all  so  otherworldly  delicious  that  I  found 
myself  keeping  an  eye  on  the  door  for  an  outraged  aunt  or  uncle 

coming  to  fling  our  forks 
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from  our  mouths.  These  ap- 
paritions doubled  once  we 
had  taken  a  sporting  stab  at 
the  prodigious  wine  list. 

The  inn's  charming  rooms 
and  various  thatched-roof  out- 
buildings are  furnished  with 


Falsled  Kro  in 
full  bloom 


precisely  chosen  knickknacks  and  antiques  from  the  Gronlykkel 
broad  forays  around  Europe.  The  inn  itself,  a  member  of  Relaj 
&  Chateaux,  is  one  of  those  places  like  Mount  Rushmore  (carvo 
by  Gutzon  Borglum,  the  son  of  Jutlander  parents),  where  fan 
atical  Danes  managed  to  build  a  grand  destination  smack  in  tq! 
middle  of  nowhere.  We  stayed  in  an  uncannily  comfortab 
whitewashed  duplex  with  a  cozy  fireplace,  and  had  the  dinirt 
room  not  beckoned,  there  would  not  have  been  any  compelling 
reason  to  leave.  Sure,  we  could  have  driven  half  an  hour  to  Fyn) 
largest  city,  Odense,  to  contemplate  Hans  Christian  Andersenl 
birthplace  or  the  Gothic  cathedral  with  its  cheery  carvings 
snakes  crawling  out  of  skulls'  eye  sockets,  but  somehow  hikin 
the  bucolic  lanes  surrounding  the  inn,  taking  a  dip  in  the  langui 
waters  in  the  tiny  harbor  across  the  street  or  strolling  the  inn 
manicured  gardens  wondering  which  plant  was  going  to  tj 
served  up  that  night  seemed  like  better  bets. 

It  was  while  we  were  engaged  in  the  latter  activity  that  we  ha 
our  one  jarring  moment.  Glancing  up,  we  suddenly  came  face-tc 
face  with  a  man  formally  dressed  in  top  hat  and  tails  staring  dow 
at  us  from  atop  the  red-tiled  roof  of  a  neighbor's  house.  Haj 
death  and  his  chessboard  finally  come  for  us  for  experiencir 
more  earthly  pleasures  than  is  seemly  in  a  Lutheran  country  wit 
exorbitant  tax  rates?  No,  it  was  a  Danish  chimney  sweep,  wearir 
his  traditional  uniform;  somehow  we  had  crossed  that  unique 
Scandinavian  zone  that  separates  Bergman's  bleak  visions  frol 
Andersen's  fairy-tale  world.  And  we  weren't  crossing  back  unl 
we'd  had  at  least  a  couple  more  meals.  — FINN-OLAF  JONB 
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HELP  CREATE  AN  UNFORGETTABLE  CELEB 


ATLANTA  AUSTIN    BALTIMORE   BONITA  SPRINGS   CHICAGO   DALLAS  JACKSONVILLE  BEACH    LA  JOLLA   LAS  VEGAS   LOS  ANCELcS 
NAPLES    NEWPORT  BEACH  ORLANDO    PHILADELPHIA   PHOENIX   RANCHO  MIRAGE   SAN  FRANCISCO   TAMPA   WOODLAND  HILLS 

IN  HAWAII:  HAWAII  (BIG  ISLAND)   KAUAI   MAUI  OAHU 

ROYSRESTAURANT.COM 


Golf  by  Todd  Pitock 


Shark  Tale 


j 


olf  course  designer, clothier,  author... 

Greg  Norman  has  found  retirement  rewarding  indeed 


i\  I  hen  he  arrives  in  the 
f  \i  Florida  Panhandle,  Greg 
*  Norman  doesn't  look 
ce  he's  in  the  mood  to  play.  The 
lotographer  is  set  up  and  ready  to 
>,  and  she  knows  what  she  wants, 
'ou're  going  to  sit  for  me  for  20 
inutes,"  she  says. 

"Can't  you  shoot  while  we  talk?" 
orman  replies.  That  it's  not  meant 

a  question  is  lost  on  the  photo- 
apher.  Look  toward  the  window. 
10  stiff.  Gosh,  this  would  be  easier 
you'd  relax.  That's  right.  She  seeks 
immon  ground  in  their  mutual  in- 
rest  of  surfing,  but  the  attempt  is 
washout.  She  escorts  him  out  of 
e  room  and  lines  him  up  against  a 
all.  "Can  we  take  that  jacket  off, 
reg?"  she  asks. 

He  exhales  through  a  clenched 
lile.  Who  is  this  woman?  he  mouths 

one  of  his  executive  employees  as 
:  hands  over  the  jacket.  You  can 
e  that  he's  trying  to  be  a  sport,  but  with  the  lens  aggres- 
/ely  close  to  his  face  and  the  photographer  trying  to 
:ep  him  still,  it's  all  he  can  do,  it  seems,  to  keep  himself 
3m  biting.  He  isn't  called  the  Shark  for  nothing. 

In  a  few  minutes,  he's  uncaged  from  the  obligation 
id  set  among  the  500  club  members  who  are  here  for 
e  opening  of  their  clubhouse,  which  Norman's  com- 
iny,  Medallist  Developments,  designed  and  built. 

overlooks  the  shimmering  18th  hole  of  the  Shark's 
ooth  Golf  Club,  which  his  course  design  firm  built, 
id  whose  grass  is  the  handiwork  of  his  turf  company, 
hey're  sipping  Greg  Norman  Estates  wines,  includ- 
g  the  Australian  imports  and  the  five  varietals 
>w  produced  in  California.  Many  are  wearing  Greg 


Championship  golfer  turned  business  success  Greg  Norman 
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Norman  apparel. 

Mostly,  though,  they're  here  for  the 
brush  with  one  of  golf's  most  iconic  and 
recognizable  players,  and  as  he  hand- 
shakes and  autographs  his  way  through 
the  starstruck  hordes,  Norman,  still  fit 
and  fastidious  at  51,  is  gracious  and 
charming.  Everyone  addresses  and  refers 
to  him  as  "Greg,"  and  Norman's  mag- 
netism allows  for  that  momentary  illusion 
of  intimacy.  His  hands  are  busy,  and  when 
he  makes  an  important  point,  he  holds 
them  up  as  if  to  frame  his  meaning  in  the 
parentheses  of  his  open  palms. 

His  best  years  as  a  pro  are  behind  him, 
the  native  Australian's  on-course  accom- 
plishments well-documented:  91  titles, 
including  two  British  Opens  and  eight 
second-place  finishes  in  other  majors. 
Norman  was  the  first  player  to  earn  more 
than  $10  million  in  prize  money,  back 
when  athletes  were  financial  mortals  and 
such  a  figure  was  considered  real  money. 
After  the  PGA  began  ranking  players  in 
the  mid-1980s,  he  held  the  #1  spot  for  the 
equivalent  of  almost  six  years,  the  longest 
stretch  of  anyone  until  another  champion 
with  a  predator's  name  came  on  the  scene. 

Along  the  way,  though,  Norman  used 
that  success  to  begin  a  process  of  reinven- 
tion from  golf  star  to  chairman  and  CEO 
of  a  diversified  portfolio  of  companies, 
partnerships  and  licensing  arrangements 
that  generate  $300  million  in  annual  sales. 
The  design  firm,  which  charges  $1.25 
million  per  project,  has  53  courses  open 
worldwide  and  50  more  in  various  stages 
of  development.  The  11 -year-old  turf 
company  had  its  product  used  in  two 
Super  Bowls,  the  World  Series  (on 
Atlanta's  Turner  Field)  and  the  2000 
Sydney  Olympics.  The  wine  company,  in 
which  Norman  has  a  30  percent  share  of  a 
partnership  with  Foster's  Wine  Estates,  is 
Australia's  largest  exporter  of  premium 
wines;  last  year,  it  rolled  out  its  California 
line.  Sales  will  be  about  250,000  cases 
this  year.  He  has  another  30  percent  stake 
in  Medallist  Developments,  a  partner- 
ship with  Australia's  Macquarie  Bank, 
Ltd.,  that  builds  residential  communities 
on  golf  courses  and  generates  $100  mil- 
lion a  year.  Sales  of  the  Greg  Norman 
Collection,  a  licensing  agreement  with 
Adidas,  earned  $100  million  in  retail  sales 
in  2005.  The  Greg  Norman  Production 


Company,  an  event  management  com- 
pany, produces  the  Merrill  Lynch  Shootout 
(formerly  the  Templeton  Shootout).  He 
has  a  restaurant  in  Myrtle  Beach,  and  in 
May  launched  Greg  Norman  Australian 
Prime,  a  partnership  with  the  Australian 
Agricultural  Company  that  provides  beef 
to  high-end  golf  clubs  and  has  plans  to 
expand  to  direct  consumer  sales.  It's  all 
tied  together  on  a  website,  Shark.com, 
which  has  an  e-commerce  component. 

To  understand  his  success,  the 
exchange  with  the  photographer 
is  instructive:  Greg  Norman  was 
never  comfortable  letting  other 
people  handle  him. 

"My  first  deal  was  a  'consulting'  job 
on  two  golf  courses,"  he  says.  "[But]  that 
was  just  putting  your  name  on  the  brand. 
We  really  didn't  get  involved  with  the 
nitty-gritty  of  it.  I  love  getting  my  fin- 
gernails dirty.  I'm  a  builder;  a  project 
guy.  I  like  to  understand  what  makes 
something  work. 

"If  you  really  take  a  good  look  at  the 
Great  White  Shark  Enterprises,  they're 
inextricably  linked  to  my  lifestyle,"  he 
adds,  ticking  off  his  interests  with  his 
fingers.  "Golf,  of  course.  I  love  drinking 
wine,  I  love  experimenting  with  wine. 
I  like  wearing  nice  clothes.  Everything 
that  we've  done  is  kind  of  linked  to  my 
inner  soul.  Believing  in  something  is 
absolutely  critical." 

The  overall  business,  the  Florida-based 
Great  White  Shark  Enterprises,  is  built 
on  three  tiers:  wholly  owned  companies, 
joint  ventures,  and  marketing  and  licens- 
ing arrangements.  Norman  likens  it  to 
balancing  a  portfolio.  Each  division  has  its 
own  parameters.  If  licensing  depends  on 
a  personal  affinity  with  a  product,  part- 
nerships are  carefully  calibrated. 

For  instance,  Foster's  had  been  look- 
ing for  a  way  to  revitalize  a  lackluster 
Australian  wine  line  in  the  U.S.  and  re- 
branded  it  as  Greg  Norman  Estates. 

"Now,  I'm  not  a  oenologist,"  says 
Norman,  "but  I  like  wine,  and  they  gave 
me  two  experts  and  we  went  through  a 
whole  series  of  taste-testing  for  months. 
When  we  came  up  with  the  quality  of 
wine,  my  stipulation  was  overdeliver  on 
the  quality,  underdeliver  on  the  price. 
Make  sure  you  capture  the  market,  what 


market  you  try  to  identify....  I  decided  let 
just  go  to  the  premium  bottle  of  wini 
not  the  superpremium  but  not  chea 
wine,  because  that's  where  Greg  Norma 
Collection  was  and  that's  where  a  few  q 
the  other  branding  deals  we  have  are." 

When  so  much  is  tied  up  in  yoy 
name,  promoting  it  without  diluting  i\ 
impact  can  be  tricky.  You  want  peopll 
to  know  that  you're  top-quality  but,  lik 
Norman  the  man,  reasonably  accessible. 

People  who  have  worked  with  Normal 
insist  that  he's  the  real  deal.  "Most  ath 
letes  have  handlers  or  agents  who  brin 
deals  to  them  and  leverage  their  name 
into  marketing  relationships,"  says  Ric 
Horrow,  a  sports  business  analyst  wit 
CNN,  CNBC  and  Fox  Sports,  and  au 
thor  of  When  the  Game  Is  on  the  Lint 
about  his  career  in  sports  and  stadiur 
development.  Horrow  went  into  his  firs 
meeting  with  Norman  in  the  mid-'90 
expecting  the  usual  superficial  routine 
"Greg  talked  about  his  view  of  business 
about  cash  flow,  margins,  the  wine  an( 
real  estate  business,  and  you  could  see  hi 
was  interested  in  the  whole  process  c 
business  development.  He  was  strategic 
You  could  see  that  he  was  a  substantive 
sophisticated  entrepreneur  who  was  will 
ing  to  use  his  celebrity  [wisely].  If  he'< 
never  been  an  athlete,  he  would  have  bee: 
a  successful  businessman." 

"Athletes  are  pass-through  entities, 
Norman  observes.  "We're  pass-througl 
entities  with  management  companies 
tactical  management  companies.  We'r 
pass-through  entities  with  the  PG/5 
Tour.  [The  companies]  are  not  going  t< 
be  there  when  the  parachute  doesn't  un 
fold.  So  you  have  to  make  sure  you  hav 
that  emergency  cord."  His  next  ventur 
is  entirely  new:  a  book  on  golf,  life  an« 
business,  The  Way  of  the  Shark,  to  be  pub 
lished  in  October. 

Norman  still  plays  tour  events,  and  hii 
days  are  full.  This  one  started  at  4:30  a.m 
checking  e-mails,  meetings  at  8  a.m.,  th< 
early-afternoon  flight  to  the  Panhandle 
As  6  p.m.  rolls  around,  the  members'  even 
is  winding  down  and  he's  leading  his  ex- 
ecutive entourage  toward  the  parking 
lot — back  to  the  airport  to  be  in  Canad; 
for  meetings  in  the  evening. 

Like  the  great  white  shark,  Grejj 
Norman's  M.O.  is  to  keep  moving.  • 
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The  Price  of  Fame 

Bonhams  &  Butterfields'  big  fall  offering: 
items  from  the  estate  of  Steve  McQueen. 


live  for  myself  and  I  answer  to  nobody"  isn't  exactly 
a  refrigerator-magnet  sentiment,  but  then  its  au- 
thor, Steve  McQueen,  was  not  a  refrigerator  mag- 
;t  sort  of  guy.  An  iconoclastic  seeker-type  with  an 
ithusiasm  for  all  things  outdoors  and  motorized,  he  is 
uniquely  American  icon,  however:  Call  him  Siddhartha 
i  a  Harley  (or  on  an  Indian). 

McQueen's  image  so  closely  reflected  his  life  that  the 
vo  were  barely  distinguishable.  He  put  his  experience  in 
ie  Marines  to  good  use  in  The  Great  Escape,  in  which  his 
laracter,  Hilts,  attempted  to  jump  a  barbwire  fence  on 
motorcycle.  His  character  in  The  Thomas  Crown  Affair 
;w  a  glider;  McQueen  had  a  pilot's  license  of  his  own. 
e  starred  in  the  most  famous  car-chase  scene  in  cinema, 
Bullitt,  in  real  life,  he  codrove  a  Porsche  908  at  Sebring 
ith  racing  legend  Peter  Revson.  At  one  time  his  collec- 
on  comprised  about  210  motorcycles,  more  than  55  cars 
ad  five  airplanes.  Not  bad  for  a  kid  abandoned  by  his 
irents  and  sent  to  reform  school  in  his  teens. 

On  November  11  Bonhams  &  Butterfields  will  host 
l  auction  of  McQueen's  personal  effects  at  the  Petersen 
utomotive  Museum  in  Los  Angeles.  Current  plans  call 
>r  about  150  stand-alone  lots,  according  to  Mark 
•sborne,  motoring  department  head  at  B  &B. 
eatured  are  a  pair  of  blue  Persol  foldaway  sun- 
asses  similar  to  those  that  McQueen  made  the 
:  plus  ultra  of  cool  in  The  Thomas  Crown  Affair, 
GMC  pickup  bearing  the  license  plate  number 
1CQ3188,  a  reference  to  his  reform-school 
iys;  and  a  terse  yet  elegant  telegram  McQueen 
nt  to  John  Wayne's  son  Patrick  after  his  fa- 
ler's  death.  Biking  enthusiasts  will  bid  on  his 
elstaff  riding  jacket,  padded  motorcycle  sweat- 
lirts  and  an  array  of  motoring  memorabilia, 
nd  of  course  there  are  motorbikes,  among  them  a  1929 
larley  DB21ci  and  a  1934  Indian  Sc45ci.  It's  a  treasure 
ove  for  the  armchair  rebel,  notes  Osborne.  "If  he  rode 
,  drove  it  or  wore  it,  it's  kind  of  instantly  cool."  • 


or  a  sale  catalog,  contact  www.  honhams 


Clockwise  from  top: 
McQueen  in  Le  Mans; 
his  Wells  Fargo 
Master  Charge;  Indian 
motorcycle;  Persol 
sunglasses  like  those 
made  famous  in  The 
Thomas  Crown  Affair. 
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Sport  by  Finn-Olaf  Jones 


canning  the  team  photos  clut- 

g  tering  the  walls  of  the  venera- 
ble New  York  Fencers  Club 
n  West  25th  Street,  it  would  be  a 
inch  to  presume  that  the  "Sport  of 
'rinces"  was  the  exclusive  domain  of 
Vaspish-looking  men  with  upper 
ps  as  stiff  as  a  Park  Avenue  cocktail. 

A  closer  look  at  the  photo  of  the 
004  American  Olympic  team  re- 
eals  four  dark  faces  peering  out  of 
tie  sea  of  white.  Welcome  to  the 
reat  hope — make  that  the  great 
lack  hope — of  America's  Olympic 
mcing  aspirations.  These  four  Olympians  are  veterans 
f  an  extraordinary  program  developed  by  fencing 
hamp  Peter  Westbrook,  who  is  recruiting  inner-city 
ids  into  the  ancient  art  of  fencing  and  literally  chang- 
ig  the  face  of  the  sport. 

Come  to  the  Peter  Westbrook  Foundation's  Saturday 
lorning  classes  at  the  Fencers  Club,  and  find  a  tyke's 
ersion  of  the  "rainbow  coalition"  doing  their  damndest 
3  learn  the  fine  art  of  hitting,  jabbing  and  slicing  your 
pponent  15  times  with  your  weapon  to  win  a  bout.  And 
mile  some  of  these  kids  are  becoming  the  world's  best 
ractitioners  in  parry  and  riposte,  they're  gaining  other 
flings,  too:  an  education,  a  chance  for  a  better  future  and 
fierce  will  to  win  that  is  probably  more  palpable  here 
ban  on  the  playing  fields  of  Eton. 

Westbrook,  54,  slim,  athletic,  hyperkinetic,  knows 
11  about  the  will  to  win.  Despite  being  from  the  same 
isadvantaged  background  as  many  of  his  proteges,  he 


The  Right 
Touch 

Peter  Westbrook  is 
discovering  future  Olympic 

fencing  champions  in 
New  York's  inner  city 
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Ready  for  a 
duel — or  the 
'08  Olympics. 


that  we  as  a  country  can  compete  and  win 
Westbrook's  feat  is  even  more  imprei 
sive  considering  that  he  was  competing  ; 
an  amateur  against  Europe's  best  state 
subsidized  fencers,  many  of  whom  als 
served  as  judges  in  these  events  and  didn 
hesitate  to  score  against  the  upsta 
American.  "When  people  cheated  m 
when  they  discriminated  against  me, 
could  have  cried  about  it  or  worke 
harder.  I  didn't  see  it  as  a  choice.  I  worke 
harder."  In  1989,  computers  entered  tr 
game  and  subjective  calls  by  judges  wei 
replaced  by  the  certainty  of  electric  circui 
counting  body  contacts.  "I  used  to  have  1 
hit  someone  20  times  to  win,"  sa^ 
Westbrook.  "After  things  went  electric, 
only  had  to  hit  them  15." 

Westbrook  runs  the  workshop  like 
drill  instructor.  A  gymful  of  kids  start  t 
doing  laps  and  other  exercises  around  tr 
room.  Mistakes  or  other  infractions  ai 
punished  with  rapid  pushups  on  the  floo 
Before  donning  their  suits,  everyor 
gathers  in  the  middle  of  the  gym  for 
group  powwow.  "This  is  Black  Histoi 
Month,"  Westbrook  announces.  "By  fr 
end  of  the  month  I  want  an  essay  on  yov 
favorite  hero.  The  best  one  gets  $300 
Even  the  parents  and  a  ForbesLife  corn 
spondent  seated  on  benches  along  tr 
walls  of  the  gym  instantly  switch  ini 
hero-conjuring  mode. 

After  the  pep  talk  the  kids  put  on  the 
white  masks,  jackets,  gloves  and  knicker 
and  the  place  erupts  into  a  cacophony 


spent  time  climbing  the  corpo- 
rate ladder  at  IBM.  "Concen- 
trate! Concentrate!"  he  yells 
over  and  over  again  to  his  bat- 
tling students. 

As  a  14-year-old  with  mixed 
Japanese  and  African  American 
parentage  whose  father  had  abandoned 
the  family,  Westbrook  was  living  in  the 
kind  of  Newark  tenement  where  "fencing" 
was  not  a  sport  but  an  avocation. 

"My  mom  started  me  on  the  long  road 
to  the  Olympics  by  bribing  me.  She  gave 
me  $5  if  I  got  onto  the  local  Catholic 
school  fencing  team.  There  wasn't  a  sin- 
gle black  face  there.  She  was  poor,  on 
public  assistance,  but  she  knew  I'd  meet 
and  be  involved  with  a  whole  different 
kind  of  people  from  the  kids  in  my  hous- 
ing project." 


The  fierce  will  to  win  is  probably 
more  palpable  here  than  on 

the  playing  fields  of  Eton. 


Soon  Westbrook  became  the  best 
fencer  in  Essex  Catholic  High  School. 
"Fencing  was  the  perfect  way  for  channel- 
ing all  the  anger  I  felt  growing  up  in  the 
ghetto,"  he  says.  A  fencing  scholarship  at 
New  York  University  led  to  13  national  ti- 
tles in  sabre  fighting,  and  in  1984,  a 
bronze  medal  in  the  Olympics — the  first 
American  to  win  a  medal  since  1960. 

"Peter's  medal  sent  seismic  waves 
through  the  fencing  world,"  says  Cindy 
Bent  Findlay,  spokesperson  for  the  U.S. 
Fencing  Association.  "He  gave  the  sense 


clinks  'n'  clashes  as  five  dozen  sabre 
epees  and  foils  parry  and  thrust  in  ligl 
speed  tangos  up  and  down  the  metal  fen« 
ing.  strips.  It's  like  a  scene  from  Stt 
Wars — albeit  one  inhabited  by  pint-size 
Luke  Skywalkers.  The  11-  and  12-yea; 
olds  swing  foils,  while  many  of  the  oldt 
kids  brandish  epees — the  classic  flat-blac 
dueling  swords  known  to  fans  of  T> 
Three  Musketeers — and  sabres,  which  ai 
curved.  But  most  of  the  action  is  belo 
the  waist,  where  there  is  so  much  compl 
cated  heeling-to-toeing  and  stepping  tC 
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IMPRESSAZ5 


The  first  automatic  coffee  and  espresso  center  with  professional 
technology  and  one-touch  cappuccino  system  for  home  use. 


The  IMPRESSA  Z5  is  the  best  equipped, 
most  elegant  and  quietest  automatic 
coffee  center  on  the  market  today  for 
$3,200. 

See  the  one-touch  cappuccino  button  in 
action  at  all  Williams-  Sonoma,  Sur  La 
Table  and  other  fine  specialty  retailers  or 
go  to  the  web  address  below. 

Jura-Capresso  offers  a  complete  range  of 
Swiss  made  Automatic  Coffee  Centers 
starting  at  under  $1,000. 

For  more  information  and  a  free  DVD 
visit:  www.capresso.com/fo  . 


One-Touch  system  grinds,  brews,  froths/heats  the 
milk  and  prepares  perfect  cappuccinos  and  lattes 
without  moving  the  cup.  A  thermal  container  (not 
shown)  keeps  chilled  milk  cold  for  up  to  eight  hours. 
With  just  one  push,  eight  programmable  beverage 
buttons  deliver  all  your  favorite  hot  drinks!., 
even  hot  chocolate! 


Jura-Capresso  LLC,  81  Ruckman  Road,  Closter/  NJ  07624  •  www.capresso.com/fo 


and-froing  that  the  whole  gym  seems  to 
have  channeled  Fred  Astaire. 

Two  of  Westbrook's  Olympians,  the 
siblings  Erinn  and  Keeth  Smart,  are  each 
on  their  own  strips,  as  they  are  most 
Saturdays,  working  one-on-one  with  es- 
pecially promising  kids.  The  siblings  are 
the  topped-ranked  national  athletes  in 
their  respective  weapons  of  choice,  foil 
and  sabre.  "I  was  one  of  the  first  ones  in 
this  program,"  says  Keeth,  who  has  been 
fencing  for  15  years.  "Fencing  has  picked 
up  a  lot  in  this  country  since  then. 
Overseas  I  don't  think  anyone  worries 
about  my  race  anymore.  They  worry  that 
I'm  an  American." 

Moms  and  dads  cheer  their  kids  on 
from  their  perches  along  the  walls  of  the 
gym.  Some  are  single  parents,  here  because 
they  believe  fencing  could  be  the  best 
ticket  out  of  the  projects  for  their  kids,  sev- 


---^Sure  beats  cartoons: 
SftttKdgy  morning  at 
the  tenters  club. 


eral  of  whom  are  attending  private  schools 
in  the  city  on  fencing  scholarships  they  got 
through  this  program.  "Fencing  is  becom- 
ing a  very  popular  sport  again  in  prep 
schools,"  Westbrook  explains.  "Some  of 
our  more  talented  kids  are  much  in  de- 
mand." After  that,  many  colleges  vie  to  get 
Westbrook's  proteges  for  their  fencing 
teams.  "We  have  three  kids  enrolled  at 
Princeton  right  now,"  Westbrook  notes. 

"I'm  here  for  the  tutoring,"  says  Debbie 
Lannaman,  referring  to  the  academic  tu- 
tors whom  the  Foundation  assigns  to  its 
students.  Out  on  the  floor,  her  11-year-old 
daughter,  Chelsea,  encased  in  a  white  fenc- 
ing outfit,  elegantly  thrusts  a  foil  into  the 
stomach  of  another  girl.  They  resemble  du- 
eling marshmallows. 

"She  has  an  inner  ear  problem  and  has 
trouble  filtering  out  extraneous  sounds," 
Lannaman  says.  "Her  teachers  at  school 


thought  she  was  deaf.  But  here  she  hi 
learned  to  listen  when  the  instructors  talj 
When  she  wins  a  match,  I  can't  get  h 
out  of  here." 

It's  a  mixed  crowd — in  addition 
underprivileged  kids,  several  are  fro 
middle-class  backgrounds,  and  there  a 
even  a  couple  of  upper-crust  types. 

"One  white  parent  told  me  that  this  w 
the  only  place  his  kid  is  ever  exposed 
black  people,"  Westbrook  says.  "It's  prol 
ably  a  good  education  in  that  sense,  too." 

It's  also  an  outrageously  great  de;: 
Enrollment  is  $25  for  the  year.  "I  jul 
want  that  little  bit  of  commitment,"  sal 
Westbrook.  The  lion's  share  of  the  pn 
gram's  $360,000  annual  shoestring  budg 
is  paid  for  by  contributions  from  sever 
corporations,  foundations  and  individua 
donors  have  included  Oprah  Winfre 
It's  surprising  to  think  that  one  of  th 
country's  top  sports  training  centers  mig. 
be  a  virtually  free  program,  but  where  el 
can  someone  wander  into  a  gym  eve 
week  to  train  directly  with  members  ol  tl 
U.S.  Olympic  team  to  become  potenti 
Olympians  themselves? 

"Between  Peter's  medal  in  1984  ar 
now,  we  have  so  many  new  urban  ki< 
in  the  sport  who  are  winning  more  inte 
national  medals  than  I  can  count,"  sa 
the  U.S.  Fencing  Association's  Findla 
"With  some  of  the  talents  Peter  has  ui 
leashed,  we  have  a  lot  of  reasons  to  hop  i 
and  down  about  our  prospects  for  tl 
2008  Olympics  in  Beijing." 

One  boy,  14,  with  thick  glasses  and  tl 
awkward  demeanor  of  a  fellow  whose  on 
workout  is  lifting  slide  carousels  in  tl 
AV  lab,  arrives  alone,  having  taken  tl 
subway  from  Brooklyn.  "I  liked  the  Je 
training  scenes  in  the  Star  Wars  movies 
he  explains.  He  puts  on  his  outfit,  pici 
up  a  sabre  and  the  transformation  fro 
gangly  teenager  to  graceful  duelist  is  con 
plete.  A  moment  later  he  is  fencing  wii 
Keeth  Smart.  Olympic  material?  "Some 
these  kids  are,"  says  Westbrook.  "But  mo 
importantly,  they  all  know  they  could  be  | 
achieve  other  great  things.  This  nob 
sport  ennobles  them."* 

For  more  information,  contact  the  Pet 
Westbrook  Foundation,  P.O.  Box  755 
New  York,  NY  10116;  (212)  459-453 
www.peterwestbrook.  org. 
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Ross 


Designed  so  that  each  function  is  optimized  and  to  ensure  that  the  essential  is  never  compromised  by  the  superfluous,  Bell  &  Ross 
watches  are  above  all  authentic.  There  are  no  meaningless  details,  each  serves  a  purpose.  Astronauts,  pilots,  divers  and 
bomb  disposal  experts  have  chosen  Bell  &  Ross  time-pieces  for  their  functionality,  easy  readability  and  sturdy  construction. 


Information  and  Catalog:  Bell  &  Ross  Inc.  +1.888.307.7887  .  e-mail:  informationrabellrossusa.com  .  www.bellross.com 


Electronics  by  Thomas  Jackson 


or  anyone  who's  missed  the  hullabaloo,  the  Blu- 
ray  vs.  HD-DVD  face-off  breaks  down  like  so: 
Two  mighty  coalitions  of  electronics  manufac- 
irers  and  movie  studios,  one  led  by  Sony,  the  other  by 
bshiba,  have  launched  competing,  incompatible  high- 
finition  DVD  formats.  Ultimately,  the  market  will  only 
ipport  a  single  platform,  so  until  there's  a  compromise 
one  side  wins  outright,  consumers  will  have  to  risk 
lying  the  wrong  black  box.  Or  they'll  have  to  throw 
)wn  about  $1,500  for  both.  Neither  option  is  particu- 
rly  attractive,  especially  considering  the  paltry  number 
discs  currently  available  in  either  format,  compared  to 
ie  thousands  currently  out  on  standard  DVD.  It  could 
:  years  before  HD  can  boast  that  kind  of  variety.  But 
ren  if  sitting  out  the  format  war  is  the  sensible  approach, 
seems  a  pity  to  go  on  watching  low-res  content  on 
day's  high-def  screens.  Fortunately,  there  is  a  third  way. 
Denon's  DVD-2930CI  is  a  sort  of  transitional  device, 
Dridge  from  the  old  format  to  the  new.  It  plays  standard 
iOi  DVDs  (480  horizontal  lines)  but  enhances  them  to 
ok  like  their  high-definition  counterparts.  The  secret 
eapon  is  a  video-processing  chip,  the  Reon-VX,  man- 
actured  by  San  Jose-based  Silicon  Optix  to  upscale 
at  480i  DVD  signal  all  the  way  up  to  1080p,  the  reso- 
tion  of  the  best  new  high-definition  screens.  Based  on 
chnology  developed  in  the  1980s  by  Lockheed  Martin 
sharpen  images  captured  by  military  spy  satellites,  the 
eon  analyzes  each  frame  pixel  by  pixel,  then  intelli- 
ntly  fills  in  the  blanks.  It  literally  makes  up  five  out  of 
ery  six  pixels  that  appear  on  the  screen. 
At  a  recent  gathering  of  A/V 
dustry  types  in  Toronto, 
licon  Optix  set  up  identical 
asma  TVs  side  by  side,  one 
owing  an  HD-DVD  of 
'illion  Dollar  Baby,  the  other  a 
indard  480i  DVD  of  the  same 
m,  played  on  Denon's  Reon- 
uipped  2930CI.  According 
Brian  Hentschel,  the  com- 

ny's  marketing  director,  10  of  the  20  people  present 
iled  to  guess  which  screen  was  playing  true  HD  and 
lich  one  wasn't.  Our  informal  tests,  carried  out  with 
t  year's  instantly  classic  horror  remake  The  Hills  Have 
/es,  found  that  the  2930CI  fell  a  bit  short  of  the  lush 
pth  and  detail  of  the  real  thing.  But  it  came  pretty  darn 
ose.  Plenty  good  enough  to  tide  us  over  until  this  Blu- 
y  vs.  HD-DVD  kerfuffle  plays  itself  out.  • 

enon's  DVD-2930CI,  $849.  voioijj.denon.com. 


Mo' 


Def 


Now 


Denon's  2930CI  elevates 

old-school  DVDs  to 
near-HD  quality. 
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SAVOR  IT. 


The  2007  Buick  Lucerne  with  available  heated  and 
cooled  seats,  harman/kardon*  audio  system  and  a 
Northstar  V8.  Starting  at  $26,190.  As  shown  $35,210* 
For  all-  the  detai1s;%^buick.com. 


L_JI 


BEYOND  PRECISION 


'MSRP.  Tax,  title,  license,  dealer  fei 
©2006  GM  Corp.  All  rights  rese  v 


and  optional  equipment  extra. 

Lucerne  is  a  registered  trademark  of  General  Motors  Corporation. 


Wii  by  Richard  Nalley 


Is  there  a  more  purely  delicious  red  wine  in  t 
world  than  a  great  Merlot?  Or  one  more  caressinj 
generous — like  falling  into  the  perfumed  arms  o 
lover  who  has  dinner  waiting  after?  Merlots  ha 
high-end  Old  World  cred,  providing  rarefied  gems  1 
moguls'  cellars  from  both  Bordeaux  (Petrus,  Le  Pi 
and  Tuscany  (Masseto,  Redigaffi).  So  how  did  Mer 
get  to  be  so  disastrously  uncool? 

Back  in  England,  where  the  modern  conce 
of  wine  snobbery  flowered  along  with  the  oth 
prerogatives  of  empire,  Merlot  has  coped  with  ima 
problems  for  several  hundred  years.  Caberr 
Sauvignon,  you  see,  was  and  is  the  primary  grape  of  t 
part  of  Bordeaux  whose  blue- 
chip  chateaux — Lafite,  Mouton, 
Margaux,  et  al — make  wines 
that  tickle  the  British  taste  for 
tradition  and  refinement. 

And  self-flagellation.  Part- 
icularly in  days  gone  by,  these 
Cabernets  were  raspingly  tannic 
to  drink  when  young,  and  the 
grands  vim  the  most  punishing 
of  all.  The  need  for  cellaring 
one's  claret  implied  several 
things  for  Englishmen  of  a  cer- 
tain status  or  aspiration.  One 
needed  an  educated  palate  (or 
a  wine  merchant),  plenty  of 
storage  space  and  possession  of 
that  virtue-without-which-all- 
other-virtues-come-to-naught: 
self-restraint. 

A  fine  Bordeaux  Cabernet 
Sauvignon  was  like  a  proper 
wife  from  pedigreed  bloodlines,  holding  out  t 
deferred  promise  of  a  sensuous  reward — but  nothi 
rowdy  there,  buster.  It  is  French  of  course,  but  not,  y 
know,  that  way.  Merlot  in  this  scheme  of  things  is 
best  a  handmaiden,  at  worst  a  lowdown  floozy. 

As  a  blending  ingredient,  Merlot  is  added 
some  proportion  to  nearly  all  of  the  great  Bordea 
Cabernets — it's  actually  20  percent  of  that  Cabernt 
Cabernet,  Chateau  Latour,  for  instance — and  ler 
those  wines  a  roundness  in  the  mouth,  a  berry  perfu: 
in  the  aroma  and  often  a  bump-up  in  alcohol.  But  i 


Mean 
Mr.  Merlot 

If  it  was  wrong, 

how  could  it  feel 
sooo  right? 


on  the  landward  side  of  the  Gironde 
River  estuary,  on  Bordeaux's  once 
ignored  Right  Bank,  that  Merlot  takes 
center  stage. 

The  grape  the  Bordelais  call — who 
knows  why? — "Merlot,"  meaning  "little 


wine"  movement,  typified  by  wines  like 
Valandraud,  Gracia,  La  Gomerie  and 
Hosanna.  These  controversial  wines  use 
minuscule  vine  yields,  often  from  for- 
gotten scraps  of  vineyard,  to  produce  the 
kind  of  highly  concentrated,  exaggerat- 


To  admirers,  the  Bordeaux  Merlots  are 
plummy  plump,  succulently  mouth- 
filling  and  full  of  vibrancy  and  charm. 


second-mortgage-priced  wines  appeal 
to  be  abating,  some  notable  marks 
movers  (Robert  Parker,  in  particulai 
can't  seem  to  get  enough. 

But  it  remained  for  the  Unite 
States — perhaps  the  only  country  i 
the  world  where  Merlot 
actually  the  single  moi 
popular  red  wine — to  mak 
Merlot  also  seem  resound 
ingly  uncool.  The  surpris- 
ing thing  is  that  unt 
relatively  recently,  Merle 


blackbird,"  turns  out  to  adore  the  heavy     edly  Rubenesque  wines  that  Merlot  is     had  almost  no  image  here  at  all.  It  wa 


clay  soils  of  Saint-Emilion  and,  espe- 
cially, of  Pomerol.  To  admirers,  these 
Merlots  are  plummy,  plump,  succulentiy 
mouth-filling  and  full  of  vibrancy  and 
charm.  But  for  many  years,  to  arch-tradi- 
tionalists British,  French  and  American, 
the  Merlot  wines,  with  their  lower  acid- 
ity and  smooth  tannins,  were  all  too  free 
and  easy  with  their  virtues.  Did  they  age 
well?  Like,  who  cares,  man? 

As  for  the  Right  Bank's  "grand 
chateaux,"  well,  suffice  it  to  say  that  even 
the  famous  Chateau  Petrus  consisted 
for  most  of  its  existence  of  nothing 
grander  than  a  few  hectares  of  land  and 
a  glorified  shed. 

On  the  other  hand,  you  can't  drink 
grandeur.  Chateau  Lafite-Rothschild 
has  designer  cellars  and  a  handsome 
manor  house,  but  you  can  find  a  bottle  of 
the  2000  Lafite  on  Wine-searcher.com 
for  $500.  A  2000  Petrus  will  set  you  back 
about  $2,800. 

The  comparison  may  stretch  the 
point,  since  Lafite  might  typically 
produce  25,000  cases;  Petrus,  25,000 
bottles.  But  the  point  is  that  wine  lovers 
(and  wine  investors)  are  willing  to  push 
mountains  of  chips  across  the  table  to 
bet  on  Merlot  wines.  Petrus  is  a  very 
special  case,  but  it  is  far  from  alone. 
Merlot-dominated  trophy  wines  like  Le 
Pin,  Trotanoy,  L'Evangile,  Le  Tertre- 
Roteboeuf,  Pavie  and  L'Eglise-Clinet 
have  become,  in  effect,  a  Bordeaux  es- 
tablishment unto  themselves,  even  if  an 
lativeone. 

'erlot  the  arriviste  isn't  done 
tweaki:<  -  even  those  of  the  new 

Right  B  .  I  ablishment  itself.  Merlot 
has  bee;  hosen  instrument  of 

the  tiny- 1  .  subversive  "garage 


uniquely  suited  to  create.  Though  con- 
sumer excitement  over  these  big,  jolly, 


not  until  1972  that  California's  Loui 
Martini  sold  what  is  believed  to  be  th 


GO-TO  MERLOTS 


CHATEAU  PETRUS  2002.  POMEROL  ($800)  From  a  soggy  Bordeaux  vintage,  this 
is  a  surprise  knockout:  subtly  layered  and  perfumed,  with  a  gorgeous  fruit  purity. 

MASSET0  2003,  B0LGHERI  ($275)  From  the  coastal  Tuscan  producer  of  Ornellaia, 
Masseto  incites  Tulip  Mania-like  buying  frenzies.  Silky  and  superpolished,  the 
2003  is  a  powerhouse  wine  with  a  sexy  sensitive  side. 

TUA  RITA  2002  "REDIGAFFI,"  ROSSO  T0SCANA  ($275)  This  tiny-production  Tuscan 
diva  is  a  masterwork  of  lushly  textured,  pure  pleasure  drinking,  with  spicy 
plum/blackberry  fruit  set  against  background  notes  of  smoke  and  violets. 


k 


CHATEAU  LA  GOMERIE  2003,  ST.-EMILI0N  ($90)  A  small-scale  Bordeaux  "garage 
wine,"  La  Gomerie  packs  in  vanilla  oak,  a  chunky,  fleshy  body,  and  a  sappy  blac 
cherry  essence  that  looks  to  wow  you. 

QUILCEDA  CREEK  2003  MERLOT,  WASHINGTON  ($70)  From  the  Golitzins's  magic 
winery  in  the  Seattle  suburbs,  a  massive  (nearly  15  percent  alcohol)  Merlot  as 
gracefully  knit  and  nuanced  as  Thai  silk. 

PAL0MA  2003  MERLOT,  NAPA  VALLEY  ($60)  Jim  and  Barbara  Richards' 
mountaintop  "retirement  plan"  vineyard  yielded  this  luxuriously  supple,  filled-in 
Merlot  of  gentle  sophistication. 

THELEMA  2003  MERLOT,  SOUTH  AFRICA  ($29)  Spicy,  juicy,  palate-caressing  and 
compulsively  sippable,  this  is  a  stone  steal.  From  one  of  South  Africa's  most 
impressive  across-the-board  wineries. 


PINE  RIDGE  2002  MERLOT,  "CRIMSON  CREEK,"  NAPA  VALLEY  ($27)  Big-shouldered, 
lively  California  Merlot  done  right — with  a  deft  touch  in  the  balance  and  an  exotic 
turn  to  the  aromatics. 

CHATEAU  STE.  MICHELLE  2002  MERLOT,  "INDIAN  WELLS,"  COLUMBIA  VALLEY  ($19) 
A  beautifully  scaled  quaffer,  shot  through  with  lively  flavors  of  crushed  blackberr) 
and  black  cherry. 

CASA  LAP0ST0LLE  2004  MERLOT,  RAPEL  VALLEY  ($12)  From  the  Chilean  outpost 
of  France's  Grand  Marnier,  this  elegant,  straightforward  wine  combines  New  Worl 
ripe  vibrancy  with  European  finesse. 
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\A^ien  Robert  Mondavi  founded  Woodbridge  Winery  twenty-seven  years  ago,  he  inspired  us  to 
trive  for  excellence.  So  each  day,  we  taste  hundreds  of  wines  to  make  sure  that  our  Chardonnays 
-e  crisp  and  delicious  and  our  Cabernet  Sauvignons  are  rich  and  flavorful.  In  other  words,  you 
lon't  need  to  taste  a  lot  of  wines  to  find  one  that  tastes  great.  We've  already  done  it  for  you. 


I 


Woodbridge 

BY  ROBERT  MONDAVI 
Taste  our  small  winery  tradition 


WOODBRIDGT 

CHA&DOIi  •■ 

V 

r* 

ANOTHER 
SOPHISTICATED  STYLE. 
SAME  LEVEL 
OF  COMFORT. 


first  American  wine  since  Prohibition 
Labeled  "Merlot,"  a  wine  so  humble  and 
self-effacing  that  Martini  didn't  even  put 
a  vintage  date  on  it. 

Merlot  remained  a  distant  also-ran 
right  up  until  the  early  1990s.  Though  a 
few  winerids,  like  Duckhorn  in  Napa  and 
Leonetti  up  in  Washington,  were  making 
exciting,  high-end  Merlots,  most  of  the 
Merlots  out  there  weren't  so  much  terrible 
as  pointless.  The  fact  is  that  you  can't  tell 
many  California  Merlots  and  Cabernets 
apart,  and  not  just  because  most  wineries 
blend  some  Cab  into  their  Merlots  and  vice 
versa.  It's  partly  that  the  Cab  has  very 
Merlot-like  tendencies  in  California — it  is 
already  supple,  voluptuous  and  easy-drink- 
ing— and  partly  that  a  lot  of  the  Merlot  it- 
self just  isn't  very  Merlot-y. 

The  Little  Blackbird,  it  turns  out, 
isn't  as  adaptable  as  the  thicker-skinned 
Cabernet  Sauvignon,  which  can  take  hot 
vineyard  sites,  heavy  crop  loads,  adverse 
weather  and  none-too-delicate 
handling  in  the  winery  and  still 
emerge  as  at  least  recognizably 
Cabernet-like.  Merlot  under 
such  conditions  turns  bland 
and  generic-tasting  or  worse. 

That  probably  wouldn't 
matter  much  if  the  past  15  years  had  been 
different.  Merlot  at  the  dawn  of  the  1990s 
was  still  a  relatively  sparsely  planted  grape 
in  this  country,  used  mostly  as  blending 
fodder  for  Cabernet.  Then  the  demand 
for  bottles  of  Merlot  began  to  explode,  for 
reasons  no  one  can  quite  explain. 

Maybe  people  were  just  bored  with 
Cabernet,  or  thought  that  Merlot  actually 
was  a  kinder,  gentler  version  of  an  already 
pretty  gentle  wine.  Maybe  people  just  like 
to  order  a  wine  with  such  a  lovely  name, 
though  it  trips  from  the  tongue  verv  dif- 
ferently in  California  (MURR-low)  than 
in  the  rest  of  the  world  (mair-LOW). 
Whatever:  By  2000,  Merlot  had  passed 
Cabernet  as  America's  number-one  red 
wine.  By  then,  among  the  cognoscenti,  it 
was  already  a  byword  for  lameness. 

Some  of  this  was  plain  and  simple 
snobbery,  but  a  lot  of  it  was  common 
sense.  Merlot  had  fundamentally  changed. 
California  now  supplies  us  with  nearly 
three  out  of  four  bottles  of  Merlot, 
ballooning  from  sales  of  under  three 
million  cases  in  1994  to  nearly  19  million 


by  2003.  You  had  to  wonder  where  all  tl 
grapes  were  coming  from. 

The  answer  was  just  about  everywher 
Vineyard  owners  were  practically  runnirj 
out  the  back  door  in  their  undershor 
in  a  scramble  to  get  Merlot  vines  in  til 
ground  or  other  grapes  grafted  over  to  i| 
Blazing  hot  climate,  wrong  soil,  groaniri 
crop  load... no  worries.  Wineries  needs 
75  percent  Merlot  in  every  bottle  to  labj 
a  wine  "Merlot,"  and  plenty  of  them  wej 
happy  to  label  just  about  anything  th$ 
legally  fit  the  description. 

Then  came  the  2004  movie  Sideway] 
and  the  classic  scene  where  everybody  an| 
his  uncle  suddenly  discovered  just  ho^ 
deeply  un-a  la  mode  Merlot  had  becom< 
As  Paul  Giamatti's  wine-obsessed  chai] 
acter,  Miles,  paces  agitatedly  outside  th; 
restaurant  where  his  date  is  waiting,  h 
shouts,  "If  anyone  orders  Merlot,  I'r 
leaving!  I  am  not  drinking  any  [stron 
expletive]  Merlot!" 


The  ripples  from  this  cri  de  coeur  wer 
picked  up  everywhere  from  Katie  Courii 
to  the  A.C.  Nielsen  supermarket  surveys 
No  matter  that  numerous  wineries  lik 
Woodward  Canyon,  Shafer,  Andre\ 
Will,  Pride  Mountain  and  Paloma — no 
to  mention  the  French  and  Italians — ar 
making  velvety,  riveting  Merlots  that  tast 
like  they  came  from  a  different  plane 
from  the  $10  versions  on  special  a 
Bonzo's  Liquor  Barn.  Conventional  wis 
dom  has  now  outed  Merlot  as  declasse 
unhip,  strictly  from  Bubbaville.  Whicl 
means  one  thing  

It  is  the  perfect  time  for  wine  lovers  o 
make  a  contrarian  play  in  fine  Merlot,  even 
if  you  have  to  pour  it  into  a  decanter  tc 
conceal  the  label  from  your  less  self-con 
fident  friends.  And  remember  one  thing 
When  Sideways 's  Miles  goes  off  to  drown 
his  sorrows  with  his  cellar's  finest  bottle,  i 
is  a  Chateau  Cheval  Blanc  from  Saint 
Emilion,  which,  as  every  schoolchik 
knows — or  else  should  know — owes  ; 
considerable  part  of  its  silky  charm  to  a  4| 
percent  portion  of. ..Merlot.  • 


Whether  slip-on  or  lace-up, 
each  pair  of  shoes  in  the  Allen- 
Edmonds  Casual  Comfort 
Collection'"  features  ultra  soft 
calfskin  and  our  distinctive 
comfort  system.  And,  the 
entire  collection  is  designed 
with  todays  active  lifestyle  in 
mind.  To  see  every  style  and 
find  a  dealer  near  you,  visit 
allencdmonds.com. 
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idmonds 


al  lenoilmorKls.com 


A  lot  of  the  Merlot 

in  California  jus 
isn't  very  Merlot-y. 


YOUR  SNEAKERS  STILL  FIT.  BUT  THAT  DOESN'T 
MEAN  YOU  HAVEN'T  OUTGROWN  THEM. 


time  for  a  more  sophisticated 
ial  shoe.  Introducing  the 
:n-Edmonds  Casual  Comfort 
lection."'  They're  casual  shoes 
t  blend  comfort  and  style 
ike  any  other.  Every  pair 
nbines  a  highly  supportive 


.  inner  sole,  cushioned  removable 
footbed  and  rubber  outsole 
to  create  unparalleled  comfort 
right  out  of  the  box.  And, 
they're  available  in  four  widths 
and  sizes  7-15,  giving  you  a 
near  custom  fit.  On  top  of 


all  that,  our  Casual  Comfort 
Collection  is  handcrafted  by 
master  shoemakers  right  here 
in  the  United  States.  Making 
them  a  purchase  you'll  be  even 
more  comfortable  with. 


AUen 
idmonds 


al  1  e  tied  mo  nds .  eo  m 


The  only  instrument  in 

the  cockpit  that  doesn't  need 

checking  before  take-off. 


IWC 


SCHAFFHAUSEN 
SINCE  1868 


Should  have  been  checked  before. 

Pilot's  Watch  Double  Chronograph.  Ref.  3786:  Seventy  years'  experience  of 
designing  pilot's  watches  shine  through  in  a  watch  as  functional  as  a  cockpit 
instrument.  The  high-tech  ceramic  case  with  zirconia  provides  perfect  all- 
round  protection.  The  coated  sapphire  glass  is  secured  against  sudden  drops 
in  pressure,  whilst  the  Rattrapante  mechanism  records  two  different  times 
simultaneously  Are  your  feet  still  on  the  ground'?  IWC.  Engineered  for  men. 


Limited  edition  of  1000  watches  I  Mechanical  _ 
chronograph  movement  I  Self-winding  I  ^_ 
Soft-iron  inner  case  for  protection  against  / 
magnetic  fields  I  Double-sided  antireflective  ^ 
sapphire  glass  I  Rattrapante  mechanism 
(figure)  I  Water-resistant  to  60  m  I  Ceramic 


Q  ALPHA  OMEGA 

America's  Watch  &  Diamond  Specialists 

Burlington  mall  •  Natick  mall  •  Prudential  center  •  Harvard  square  •  \t\7\  %bA-\i?7 


Real  Escapes  by  Taylor  Antrim 


Factory  Fresh 


|^  ir  Thomas  More's  16th-century  Utopia  described 
\  an  ideal  society  without  drunkeness,  private  own- 
ership or  premarital  sex.  Happily,  500  years  has 
sen  revisions  to  the  concept.  Today  we  have  a  long 
lenu  of  Utopias,  from  Playboy  Mansion  parties  for  ado- 
"scent-minded  males  to  Park  Avenue  co-ops  for  status- 
ungry  plutocrats.  Here's  one  more,  for  designophile, 
nvironmentaliy  conscientious,  moderately  well-capital- 
ed  home  buyers  who  love  the  desert:  the  LivingHomes 
Dmmunity  near  Joshua  Tree  National  Park,  California. 

This  is  a  small  development  of  prefabricated  homes 
esigned  by  architect  Ray  Kappe  and  offered  by  Santa 
4onica-based  start-up  LivingHomes. 
ivingHomes  is  one  of  the  most  re- 
ent  providers  of  prefab,  which  has 


Green-modernist-modular 
homes  takes  root 
Southern  California. 


ista-house:  The 
ivingHomes  prefab 
i  assembled  on- 
ite  in  a  single  day. 


COLDWELL  BANKER 


PREVIEWS 


I  NTER  NATIONAL® 


TUCKER'S  TOWN,  BERMUDA 
This  30,000-square-foot  estate  rests  on  a  peninsula  and  boasts 
memorizing  ocean  views  and  2.5  acres  of  private  gardens. 

PRICE:  $22,000,000 


BRIAN  MADEIROS 
COLDWELL  BANKER 
BERMUDA  REALTY 
Phone:  441.334.9315 


ACAPULCO,  MEXICO 
Enjoy  sunset  views  from  the  terrace,  Jacuzzi  and  infinity  pool  in  this 
Mexican  Villa  located  in  the  exclusive  enclave  of  "La  Cima." 

PRICE:  $2,000,000 


EUGENIA  C.  FOXWORTH 
COLDWELL  BANKER 
HUNT  KENNEDY 
Phone:  212.327.1200,  Ext.  263 


PREVIEW   THOUSANDS   OF   EXCEPT!  O  N  A  L  H 
A  T   C  O  L  I)  W  E  L  L  B  A  N  K  E  R  PREVIEWS.COM 


SAN1BEL  ISLAND,  FLORIDA 
This  Sanibel  treasure  with  a  sandy  white  beach  and  gorgeous  gulf 
vistas  will  take  your  breath  away  with  its  numerous  custom  features. 

PRICE:  $10,000,000 

THE  BURNS  FAMILY  TEAM:  JOE,  JOAN,  JEFF  AND  TIFFANY  BURNS 
COLDWELL  BANKER 
RESIDENTIAL  REAL  ESTATE,  INC. 
Phone:  800.232.6004 


COLDWELL  BANKER 

PREVIEWS 

INTERNATIONAL 


62006  Coldwell  Banker  Real  Estate  Corporation.  Coldwell  Banker"  is  a  registered  trademark  licensed  to  Coldwell  Banker  Real  Estate  Corporation.  An  Equal  Opportunity  Company.  1  qua 
Opportunity.  t=J  Each  Coldwell  Banker*  Office  Is  Independently  Owned  And  Operated.  Except  Offices  Owned -And  Operated  In  NRT.  Inc. 


gone  from  design-world  curiosity  to  a 
bona  fide  trend,  embraced  by  architects 
such  as  Michelle  Kaufmann,  Marmol 
Radziner  and  now  Kappe,  to  whom  the 
20th-century's  long-frustrated  dream  of 
the  well-designed,  mass-produced  home 
has  egalitarian  appeal.  LivingHomes  CEO 
and  founder  Steve  Glenn  commissioned 
Kappe  to  design  five  variations 
of  prefab  homes  ranging  from 
one  to  three  stories  and  two  to 
four  bedrooms,  costing  between 
$350,000  and  $650,000  (future 
LivingHomes  will  be  designed 
by  other  architects),  and  then  took 
on  a  developer's  role,  acquiring  a  small 
parcel  of  land  five  miles  north  of  Joshua 
Tree.  On  it  he'll  offer  four  Kappe  prefab 
LivingHomes,  each  with  a  five-acre  plot, 
likely  costing  $500,000  to  $600,000  apiece. 


Constructed  in  a  factory,  his  home  arrived 
aboard  six  flatbed  trucks  in  11  pieces  av- 
eraging 10,000  pounds,  and  with  the  use 
of  a  crane  was  assembled  in  eight  hours. 
The  airily  geometric  two-story  has  mod- 
ular inner  walls,  a  rooftop  garden  and  a 
long  list  of  eco-friendly  features.  All  build- 
ing materials  are  sustainably  sourced  or 


"It  reflects  my  values  and  the  values  of  th 
people  who  work  at  the  company,"  h 
says.  "We  think  there  are  a  chunk  o 
people  who  care  about  this  too."  Thes 
people  must  be  willing  to  make  certai 
sacrifices,  of  course,  like  forgo  Sub-Zen 
appliances,  which  are  not,  for  Glenn,  su 
ficiently  energy-efficient  ("We  had  to  tal 


All  building  materials  are  sustainably 

sourced  or  recycled,  the  lights  are  LE[ 
the  showers  and  taps  low-flow. 


recycled,  the  lights  are  LED,  the  showers 
and  taps  low-flow.  Photovoltaic  cells  on 
the  roof  provide  most  of  the  power  for 
the  house,  and  the  rooftop  garden  and 
surrounding  landscaping  are  irrigated 
through  rainwater  collection  and  a  gray- 
water  recycling  system.  The  house  has 
been  assessed  by  the  federal  government's 
Green  Building  Council  pilot  LEED  res- 
idential program  and  scored  platinum,  the 
highest  rating  possible. 

Glenn  is  committed  to  making  all 
LivingHomes  ecologically  sound.  Com- 
bining green  credentials,  Kappe's  mod- 
ernist aesthetic  and  a  price  tag  (which 


Desert  pad:  the 
single-story  Joshua 
Tree  LivingHome, 
outside  and  in  (top). 


Of  course,  one  doesn't  have  to  live  in 
the  desert  to  move  into  a  LivingHome. 
There  are  seven  of  them  under  contract 
as  stand-alone  properties,  scheduled 
for  assembly  in  Venice,  Brentwood  and 
Pacific  Palisades,  and  (  denn  himself  has 
erected  his  own  2,500-square-foot,  three- 
bedroom  LivingHome  in  Santa  Monica. 
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excludes  foundation  work,  transport  by 
flatbed  truck  and  installation  for  non- 
Joshua  Tree  buyers)  at  the  upper  end  of 
the  prefab  market,  the  homes  are  targeted 
toward  what  Glenn  calls  "conscientious 
capitalists,"  people  like  himself,  a  success- 
ful Silicon  Valley  entrepreneur  who  has 
long  aimed  to  wed  "profit  with  purpose." 


one  client  out  of  Sub-Zero,"  he  admits^ 
the  cozy  glow  of  incandescent  lightbulh 
and  comfy  touches  such  as  a  convention.; 
wood-burning  fireplace  (wood  smoke 
a  pollutant).  Also,  LivingHomes  must  b 
manufactured  in  batches  of  at  least  five  t 
reduce  waste  and  cost,  so  customers  ma 
have  to  wait  patiently  for  their  flatbed 
to  arrive. 

One  suspects,  though,  that  Glenn 
clients  won't  be  deterred.  After  all,  th 
spirit  of  prefab  (which,  according  t 
LivingHomes,  produces  only  2  percer 
landfill  waste  to  build,  compared  to  4 
percent  for  a  "stick-built"  house)  is  intrin 
sically  conservationist.  One  sus 
pects,  indeed,  that  customei 
who  consider  a  LivingHom 
may  see  a  whole  neighborhoo 
of  them  as  a  kind  of  idealize 
community,  a  Utopia  of  envj 
ronmentally  guilt-free  livinj 
blessed  by  stylishly  modern! 
architecture,  with  an  austerii 
to  complement  the  natur: 
desert  landscape.  (Prime  hikin; 
rock-climbing  and  mountai 
biking  won't  hurt.)  Glenn  h; 
taken  a  personal  gamble  her 
fronting  the  money  for  tl" 
Joshua  Tree  development  hin 
self.  "We  want  to  create  a  con 
munity  that  reflects  the  valui 
in  the  homes  themselves,"  he  says,  "min 
mizing  the  impact  on  air  and  soil  an 
water  and  energy  consumption,  a  con] 
munity  that  will  allow  our  homes  to  be 
express  the  inherent  value  they  provide.' 


For  sales  inquiries,  contact  LivingHomt 
(310)  581-8500,  www.livinghomes.us. 


ST.  TROPEZ  RESIDENCE 
3  btdrooms,  i  %  batbs, 
t395s4.fi. 


For  the  fortunate  few,  the 
entire  planet  is  now  home. 
Allow  us  the  opportunity  to 
present  Magellan,  the  most 
extraordinary  residential 
experience  ever  conceived. 

Arrive  and  explore  by 
helicopter.  Set  sail  for  fishing, 
diving  and  discovery 
from  an  onboard  marina, 
ijoy  fine  dining  and  a  world-class  spa  in  a  setting 
here  every  imaginable  luxury  is  at  hand.  Contact  us 
r  further  information  regarding  the  privileges  of  ownership, 
ir  most  attractive  financing  and  all  that  awaits  aboard  your 
jw  home  on  the  seven  seas. 

Two  to  four  bedroom  residences 
from  1,130  square  feet  to 
over  3,200  square  feet. 

ULL  OWNERSHIP  FROM  SI  .8  75  MILLION 
PACTIONAL  OWNERSHIP  FROM  SI  56,250 


,  «  ■  —  m  m  —  ,-»^—       —    -   laallMllifelxl  lamilliikiM) 
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(4  80)  49  7  -  8  8  3  3   www. ResidentialCruiseLine.com 


There  are  places  where  the  grasp  of  time  simply  cannot  reach. 


Spas  by  Lorraine  Cademartori 


Ihe  1990s  weren't  a  great  time  for  the  La* 
3ft.  A  flurry  of  other  destination 
spas  had  opened  nationwide  with  upgraded 
:rvices  and  updated  decor.  Situated  in  a  lush — for 
lexas,  anyway — valley,  with  19  acres  of  waterfront  and 
warm  year-round  climate,  the  resort  sat  on  the  former 
te  of  the  Sunshine  Nudist  Camp  (in  the  70s),  the 
teiner  Ranch  Rodeo  Camp  (later  in  the  70s)  and  the 
ermuda  Inn  Reducing  Resort  (up  until  the  creation  of 
ake  Austin).  The  facility  hadn't  been  refurbished  in  a 
hile,  and  its  accommodations  reminded  a  visitor  more 
fa  musty  Victorian  bed-and-breakfast  than  a  country 
treat.  Lake  Austin  was  the  spa  world's  Buffalo  Bills:  the 
:rennial  contender  that  never  quite  made  it  to  the  top. 

That  changed  in  January  1997,  when  Billy  Rucks  and 
like  McAdams,  old  college  buddies  from  Louisiana 
tate  University,  bought  the  place.  (McAdams  had  vis- 
ed the  Ashram  spa  in  California,  and  recognized  the 
loneymaking  potential  in  the  change-your-life  market.) 
he  two  commenced  eight  years  of  renovations:  Land- 
:aping  became  more  dramatic,  guest  rooms  more 
inimalist  and  relaxed — and  less  mauve — and  the  spa 
as  transported,  literally,  from  a  3,600-square-foot  cabin 
)  a  25,000-square-foot,  light-filled,  multilevel  facility 
lat  feels  like  a  billionaire's  ranch  estate. 


Lone  Star 
Luxe 

In  its  latest  incarnation, 

Lake  Austin  Spa  Resort 
raises  the  bar  on  America's 
destination  spas. 
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The  changes  aren't  merely  cosmetic. 
Lake  Austin  has  become  a  premier 
lifestyle  resort,  the  kind  of  place  that  of- 
fers both  a  head-spinning  variety  of  ser- 
vices and  activities  but  also  doesn't  act  like 
a  spa.  Non-spa-goers  are  likely  to  feel 
comfortable,  since  every  activity,  talk  or 
treatment  is  presented  as  an  option,  not  an 
obligation,  and  it's  up  to  the  client  to  seek 
out  and  sign  up  for  what  he  or  she  is  in- 
terested in.  No  one  chases  you  down  to 
come  to  sunrise  yoga.  One  way  to  recog- 
nize how  they've  succeeded:  I  counted  as 
many  men  in  the  dining  room  as  women. 
(True,  the  place  offered  touchy-feely 
classes  like  "The  Joy  of  Journaling"  when 
I  visited,  but  there  was  also  one  on  Texas 
Hold  'Em  poker,  sculling  on  the  lake  and 
raucous  African-style  group  drumming — 
and  the  place  just  got  its  liquor  license.) 

The  facilities  are  impressive:  an  indoor 
pool  in  a  converted  barn;  an  outdoor  pool 
with  a  hot  tub  and  cabanas;  30  treatment 
areas,  including  garden  tents  and  suites; 
two  acres  of  terraced  gardens;  two  dining 
rooms  (one  in  the  spa);  a  serious  fitness 
center  and — very  key — 24-hour  snack 
availability.  Service-wise,  the  place  is 
unique.  I'd  never  been  able  to  select  the 
plants  I  wanted  in  a  treatment,  but  I  was 
sent  outside  to  sniff  the  air  and  pick  a  few 
leaves  of  what  smelled  appealing  (in  this 


case,  geranium)  for  my  Gifts  of  Our 
Garden  massage.  I  also  experienced 
Manaka  Tapping,  a  Japanese  variation  on 
acupuncture  that  involves  tiny  needles  and 
tapping  on  a  wooden  peg  to  the  beat  of  a 
metronome.  (The  ostensible  result  is  pain 
relief,  but  I  didn't  feel  much  effect,  though 
I  did  leave  with  two  barely  visible  needles 
in  my  ear — a  take-home  gift  of  sorts.) 

The  renaissance  of  Lake  Austin  should 
give  heart  to  other  resort  spas  in  need  of 

When  in  Paris... 


TLC.  One  that  comes  to  mind  is  7«<j 
Bunch  Palms,  in  Desert  Hot  Springs 
California.  Since  the  1930s  a  favorite  re- 
treat for  the  area's  elite  (Tim  Robbins'; 
mud  bath  in  The  Player  wzs  filmed  there) 
it's  another  example  of  a  spa  with  unj 
tapped  potential.  The  extensive  minera 
springs  in  the  area  mean  great  soaking  ancj 
relaxing  opportunities;  the  palm  treej 
nearby  and  the  mountains  in  the  distance 
provide  impeccable  scenery.  The  facility 
recently  changed  ownership  (King  Ven- 
tures purchased  it  in  2005),  but  to  date 
"renovating"  has  mostly  meant  paving  the 
driveway,  though  rooms  have  plasma  TVs 
and  new  duvets.  Beyond  a  pool  and  s 
spa — housed  in  a  building  that  was  used 
as  a  brothel  back  when  Al  Capone  report 
edly  hung  out  here — there  are  no  othei 
amenities,  though  some  guests  go  off-sitt 
and  golf. 

There's  much  to  like  about  Two  Buncr. 
the  way  it  is — its  simplicity,  its  relaxec 
hippie  vibe  and  its  impressive  number  o 
return  visitors.  But  if  the  accommodation: 
received  a  significant  overhaul  (my  kitchen 
looked  like  it  hadn't  been  touched  since 
1975)  and  a  new  spa  facility  was  built,  one 
imagines  Two  Bunch  would  show  up  more 
prominently  on  the  radar  of  a  new  am 
ever-growing  generation  of  spa  clients.  • 

Lake  Austin  Spa  Resort,  (800)  847-563/ 
www.  lakeaustin.com.  Two  Bunch  Palms 
( 800)  472-4334,  www.  twobunchpalms.  com 


As  the  epicenter  of  the 
beauty  world,  it  makes 
perfect  sense  that  Paris  has 
some  singular  day  spas. 
Cinq  Mondes  is  tucked 
away  at  6,  square  de 
I'Opera  Louis  Jouvet.  Its 
small  storefront  is 
unassuming,  but  below 
ground  the  place  turns  into 
a  dark  (not  gloomy)  haven 
of  virtual  silence  and 
shimmering  candlelight. 
Its  "rituals"  (they  don't  call 
them  treatments)  borrow 
from  Japanese,  North 
African,  Taoist  and 
Balinese  traditions;  my 
facial  there,  called 
"Imperial  Youthfulness 
Ko  Bi  Do  Ritual" — using  a 


Japanese  massage 
technique  and  the  spa's 
eponymous  products — was 
simply  the  best  I've  ever 
had.  Other  Cinq  Mondes 
locations  can  be  found  in 
Monaco,  Nantes,  Lyon  and 
at  the  Beau  Rivage  Palace 
in  Lausanne,  Switzerland. 
www.  cinqmondes.  com. 

Another  winner,  the 
product  of  a  recent 
renovation,  is  L'Espace 
Bien-Etre  at  Le  Meurice 
Hotel,  on  rue  de  Rivoli.  Also 
a  subterranean  offering, 
it  has  a  fitness  room  (small 
and  unimpressive  by 
American  standards,  but 
at  least  Le  Meurice  has 
one),  sauna,  steam  room 


and  Jacuzzi.  Its  bread  and 
butter,  however,  are  the 
facial  and  body  treatments 
and  packages,  and  the 
spa  has  jumped  on  the 
"vinotherapy"  trend 
(products  and  services  that 
use  grapes  or  grape  seed 
oil)  with  a  host  of  offerings 
such  as  the  "Sauvignon" 
(a  full-body  massage  with 
grape  seed  and  essential 
oils)  and  the  "Crushed 
Cabernet"  scrub  to  exfoliate 
the  skin  prior  to  sun 
exposure.  This  is  a  more 
clinical  and  traditionally 
French  place  than  Cinq 
Mondes,  and  its  technicians 
have  great  hands. 
www.  lespacebien-etre.  com. 
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The  Sleep  You've  Been  Dt 


Soothing  Rest  For  Mind  And  Body.  _Lrf^4-L  u^CJLd 

 -^(eszopicione)c 

It's  what  you've  been  craving.  Peaceful  sleep  without  a  struggle.  That's  what  1,2 and 3 mg tablets 

Lunesta1"  is  all  about:  helping  most  people  fall  asleep  quickly,  and  stay  asleep  all  through  the  night.  It's  not  only 
on-narcotic,  it's  approved  for  long-term  use.  So  you  can  feel  comfortable  taking  it  night  after  night.  Talk  to  your 
doctor  first  before  using  sleep  aids  for  extended  periods.  Tonight,  just  close  your  eyes,  and  leave  the  rest  to  Lunesta. 
Find  out  how  to  improve  your  sleep  habits  at  www.lunesta.com.  Or  call  1-800-Lunesta. 

kIPORTAXT  SAFETY  INFORMATION:  LuNESTA  works  quickly,  and  should  be  taken  right  before  bed.  Be  sure  you  have  at  least 
ght  hours  to  devote  to  sleep  before  becoming  active.  Until  you  know  how  you'll  react  to  prescription  Lunesta,  you  should  not  drive  - 
r  operate  machinery.  Do  not  use  alcohol  while  taking  Lunesta.  Most  sleep  medicines  carry  some  risk  of  dependency.  Side  effects  may 

l.~lur$**  unnlpacont  ricrp    iii'i^Trkf    ^rAurcinf-cc  'i  r\  r\  /4i77tnpcc    Qp>p>  tmnnrtint  notipnf  infnrmafmn  nn  tYif  npvt  nafrp  -   ~  -  r-  - 


Lun^star 

•  -~-"pszopiclone)€ 

1,2  AND  3  MG  TABLETS 


Please  read  this  summary  of  information  about  LUNESTA 
before  you  talk  to  your  doctor  or  start  using  LUNESTA.  It  is 
not  meant  to  take  the  place  of  your  doctor's  instructions.  If 
you  have  any  questions  about  LUNESTA  tablets,  be  sure  to 
ask  your  doctor  or  pharmacist. 

LUNESTA  is  used  to  treat  different  types  of  sleep  problems, 
such  as  difficulty  in  falling  asleep,  difficulty  in  maintaining 
sleep  during  the  night,  and  waking  up  too  early  in  the  morning. 
Most  people  with  insomnia  have  more  than  one  of  these 
problems.  You  should  take  LUNESTA  immediately  before 
going  to  bed  because  of  the  risk  of  falling. 

LUNESTA  belongs  to  a  group  of  medicines  known  as  "hypnotics" 
or,  simply,  sleep  medicines.  There  are  many  different  sleep 
medicines  available  to  help  people  sleep  better.  Insomnia  is 
often  transient  and  intermittent.  It  usually  requires  treatment 
for  only  a  short  time,  usually  7  to  1 0  days  up  to  2  weeks.  If  your 
insomnia  does  not  improve  after  7  to  10  days  of  treatment, 
see  your  doctor,  because  it  may  be  a  sign  of  an  underlying 
condition.  Some  people  have  chronic  sleep  problems  that 
may  require  more  prolonged  use  of  sleep  medicine. 
However,  you  should  not  use  these  medicines  for  long  periods 
without  talking  with  your  doctor  about  the  risks  and  benefits 
of  prolonged  use. 

Side  Effects 

All  medicines  have  side  effects.  The  most  common  side 
effects  of  sleep  medicines  are: 

•  Drowsiness 

•  Dizziness 

•  Lightheadedness 

•  Difficulty  with  coordination 

Sleep  medicines  can  make  you  sleepy  during  the  day.  How 
drowsy  you  feel  depends  upon  how  your  body  reacts  to  the 
medicine,  which  sleep  medicine  you  are  taking,  and  how 
large  a  dose  your  doctor  has  prescribed.  Daytime  drowsiness 
is  best  avoided  by  taking  the  lowest  dose  possible  that  will 
still  help  you  sleep  at  night.  Your  doctor  will  work  with  you 
to  find  the  dose  of  LUNESTA  that  is  best  for  you.  Some 
people  taking  LUNESTA  have  reported  next-day  sleepiness. 

To  manage  these  side  effects  while  you  are  taking  this  medicine: 

•  When  you  first  start  taking  LUNESTA  or  any  other 
sleep  medicine,  until  you  know  whether  the  medicine 
will  still  have  some  effect  on  you  the  next  day,  use 
extreme  care  while  doing  anything  that  requires 
complete  alertness,  such  as  driving  a  car,  operating 
machinery,  or  piloting  an  aircraft. 

•  Do  not  drink  alcohol  when  you  are  taking  LUNESTA  or 
any  sleep  medicine.  Alcohol  can  increase  the  side 
effects  of  LUNESTA  or  any  other  sleep  medicine. 

•  Do  not  take  any  other  medicines  without  asking  your 
doctor  first.  This  includes  medicines  you  can  buy 
without  a  prescription.  Some  medicines  can  cause 
drowsiness  and  are  best  avoided  while  taking  LUNESTA. 

•  Always  take  the  exact  dose  of  LUNESTA  prescribed  by 
your  doctor.  Never  change  your  dose  without  talking 
to  your  doctor  first. 

Special  Concerns 

There  are  some  special  problems  that  may  occur  while  taking 
sleep  medicines. 

Memory  Problems 

Sleep  medicines  may  cause  a  special  type  of  memory  loss  or 
"amnesia."  When  this  occurs,  a  person  may  not  remember 
what  has  happened  for  several  hours  after  taking  the  medicine. 
This  is  usually  not  a  problem  since  most  people  fall  asleep 
after  taking  the  medicine.  Memorv  loss  can  be  a  problem, 
however,  when  sleep  medicines  are  taken  while  traveling,  such 
as  during  an  airplane  flight  and  the  person  wakes  up  before 
the  effect  of  the  medicine  is  gone.  This  has  been  called 
"traveler's  amnesia."  Memory  problems  have  been 
reported  rarely  by  patients  taking  LUNESTA  in  clinical 
studies.  In  most  cases,  memory  problems  can  be  avoided  if 


you  take  LUNESTA  only  when  you  are  able  to  get  a  full  night 
of  sleep  before  you  need  to  be  active  again.  Be  sure  to  talk 
to  your  doctor  if  you  think  you  are  having  memory  problems 

Tolerance 

When  sleep  medicines  are  used  every  night  for  more  than  a 
few  weeks,  they  may  lose  their  effectiveness  in  "helping  you 
sleep.  This  is  known  as  "tolerance."  Development  of  tolerance 
to  LUNESTA  was  not  observed  in  a  clinical  study  of 
6  months'  duration.  Insomnia  is  often  transient  and 
intermittent,  and  prolonged  use  of  sleep  medicines  is  generally 
not  necessary.  Some  people,  though,  have  chronic  sleep 
problems  that  may  require  more  prolonged  use  of  sleep 
medicine.  If  your  sleep  problems  continue,  consult  your  doctor, 
who  will  determine  whether  other  measures  are  needed  to 
overcome  your  sleep  problems. 

Dependence 

Sleep  medicines  can  cause  dependence  in  some  people, 
especially  when  these  medicines  are  used  regularly  for 
longer  than  a  few  weeks  or  at  high  doses.  Dependence  is 
the  need  to  continue  taking  a  medicine  because  stopping  it 
is  unpleasant. 

When  people  develop  dependence,  stopping  the  medicine 
suddenly  may  cause  unpleasant  symptoms  (see  Withdrawal 
below).  They  may  find  they  have  to  keep  taking  the  medicine 
either  at  the  prescribed  dose  or  at  increasing  doses  just  to 
avoid  withdrawal  symptoms. 

All  people  taking  sleep  medicines  have  some  risk  of  becoming 
dependent  on  the  medicine.  However,  people  who  have  been 
dependent  on  alcohol  or  other  drugs  in  the  past  may  have  a 
higher  chance  of  becoming  addicted  to  sleep  medicines.  This 
possibility  must  be  considered  before  using  these  medicines 
for  more  than  a  few  weeks.  If  you  have  been  addicted  to 
alcohol  or  drugs  in  the  past,  it  is  important  to  tell  your 
doctor  before  starting  LUNESTA  or  any  sleep  medicine. 

Withdrawal 

Withdrawal  symptoms  may  occur  when  sleep  medicines  are 
stopped  suddenly  after  being  used  daily  for  a  long  time.  In 
some  cases,  these  symptoms  can  occur  even  if  the  medicine  has 
been  used  for  only  a  week  or  two.  In  mild  cases,  withdrawal 
symptoms  may  include  unpleasant  feelings.  In  more  severe 
cases,  abdominal  and  muscle  cramps,  vomiting,  sweating, 
shakiness,  and,  rarely,  seizures  may  occur.  These  more 
severe  withdrawal  symptoms  are  very  uncommon.  Although 
withdrawal  symptoms  have  not  been  observed  in  the 
relatively  limited  controlled  trials  experience  with  LUNESTA, 
there  is,  nevertheless,  the  risk  of  such  events  in  association 
with  the  use  of  any  sleep  medicine. 

Another  problem  that  may  occur  when  sleep  medicines  are 
stopped  is  known  as  "rebound  insomnia."  This  means  that  a 
person  may  have  more  trouble  sleeping  the  first  few  nights 
after  the  medicine  is  stopped  than  before  starting  the  medicine 
If  you  should  experience  rebound  insomnia,  do  not  get 
discouraged.  This  problem  usually  goes  away  on  its  own 
after  1  or  2  nights. 

If  you  have  been  taking  LUNESTA  or  any  other  sleep  medicine 
for  more  than  1  or  2  weeks,  do  not  stop  taking  it  on  your 
own.  Always  follow  your  doctor's  directions. 

Changes  In  Behavior  And  Thinking 

Some  people  using  sleep  medicines  have  experienced 
unusual  changes  in  their  thinking  and/or  behavior.  These 
effects  are  not  common.  However,  they  have  included: 

•  More  outgoing  or  aggressive  behavior  than  normal 

•  Confusion 

•  Strange  behavior 

•  Agitation 

•  Hallucinations 

•  Worsening  of  depression 

•  Suicidal  thoughts 

How  often  these  effects  occur  depends  on  several  factors, 
such  as  a  person's  general  health,  the  use  of  other  medicines, 
and  which  sleep  medicine  is  being  used.  Clinical  experience 
with  LUNESTA  suggests  that  it  is  rarely  associated  with 
these  behavior  changes. 

It  is  also  important  to  realize  it  is  rarely  clear  whether  these 
behavior  changes  are  caused  by  the  medicine,  are  caused  by 
an  illness,  or  have  occurred  on  their  own.  In  fact,  sleep  problems 
that  do  not  improve  may  be  due  to  illnesses  that  were  present 
before  the  medicine  was  used.  If  you  or  your  family  notice 


any  changes  in  your  behavior,  or  if  you  have  any  unusuali 
disturbing  thoughts,  call  your  doctor  immediately. 

Pregnancy  And  Breastteedmg 

Sleep  medicines  may  cause  sedation  or  other  poten 
effects  in  the  unborn  baby  when  used  during  the  last  we^ 
of  pregnancy.  Be  sure  to  tell  your  doctor  if  you  are  pregna 
if  you  are  planning  to  become  pregnant,  or  if  you  beco| 
pregnant  while  taking  LUNESTA. 

In  addition,  a  very  small  amount  of  LUNESTA  may  be  presj 
in  breast  milk  after  use  of  the  medication.  The  effects  of  vj 
small  amounts  of  LUNESTA  on  an  infant  are  not  knov> 
therefore,  as  with  all  other  prescription  sleep  medicines,  il 
recommended  that  you  not  take  LUNESTA  if  you  are  breai 
feeding  a  baby. 

Safe  Use  Of  Sleep  Medicines 

To  ensure  the  safe  and  effective  use  of  LUNESTA  or  any  otfl 
sleep  medicine,  you  should  observe  the  following  cautioi 

1  LUNESTA  is  a  prescription  medicine  and  should 
used  ONLY  as  directed  by  your  doctor.  Follow  yc 
doctor's  instructions  about  how  to  take,  when  to  tal 
and  how  long  to  take  LUNESTA. 

2.  Never  use  LUNESTA  or  any  other  sleep  medicine  ' 
longer  than  directed  by  your  doctor 

3.  If  you  notice  any  unusual  and/or  disturbing  though 
or  behavior  during  treatment  with  LUNESTA  or  a 
other  sleep  medicine,  contact  your  doctor. 

4.  Tell  your  doctor  about  any  medicines  you  may 
taking,  including  medicines  you  may  buy  without 
prescription  and  herbal  preparations.  You  should  all 
tell  your  doctor  if  you  drink  alcohol.  DO  NOT  use  alcoll 
while  taking  LUNESTA  or  any  other  sleep  medicine. 

5.  Do  not  take  LUNESTA  unless  you  are  able  to  get  8 
more  hours  of  sleep  before  you  must  be  active  agai 

6.  Do  not  increase  the  prescribed  dose  of  LUNESTA 
any  other  sleep  medicine  unless  instructed  by  ya 
doctor. 

7.  When  you  first  start  taking  LUNESTA  or  any  otr| 
sleep  medicine,  until  you  know  whether  the  medicii 
will  still  have  some  effect  on  you  the  next  day,  u 
extreme  care  while  doing  anything  that  requir 
complete  alertness,  such  as  driving  a  car.  operati 
machinery,  or  piloting  an  aircraft. 

8.  Be  aware  that  you  may  have  more  sleeping  probler 
the  first  night  or  two  after  stopping  any  sleep  medicir 

9.  Be  sure  to  tell  your  doctor  if  you  are  pregnant, 
you  are  planning  to  become  pregnant,  if  you  becor 
pregnant,  or  if  you  are  breastfeeding  a  baby  whi 
taking  LUNESTA. 

10.  As  with  all  prescription  medicines,  never  sha 
LUNESTA  or  any  other  sleep  medicine  with  anyoi 
else.  Always  store  LUNESTA  or  any  other  sleep  medicii 
in  the  original  container  and  out  of  reach  of  childrei 

11.  Be  sure  to  tell  your  doctor  if  you  suffer  from  depressic 
12  LUNESTA  works  very  quickly.  You  should  only  tai 

LUNESTA  immediately  before  going  to  bed. 

13.  For  LUNESTA  to  work  best,  you  should  not  take  it  wi 
or  immediately  after  a  high-fat,  heavy  meal. 

14.  Some  people,  such  as  older  adults  (i.e.,  ages  65  ai 
over)  and  people  with  liver  disease,  should  start  wi 
the  lower  dose  (1  mg)  of  LUNESTA.  Your  doctor  mi 
choose  to  start  therapy  at  2  mg.  In  general,  adul 
under  age  65  should  be  treated  with  2  or  3  mg. 

15.  Each  tablet  is  a  single  dose;  do  not  crush  or  brei 
the  tablet. 

Note:  This  summary  provides  important  information  abo 
LUNESTA.  If  you  would  like  more  information,  ask  yo 
doctor  or  pharmacist  to  let  you  read  the  Prescribe 
Information  and  then  discuss  it  with  him  or  her. 
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ReWews  This  Weak 

2006  MaybeCh  07 
Even  More  Special 

Maybach's  entry-ievef  car 
gains  a  naw  S  model  tor 
2006  mat  adds  power  and  enhanced 

20  C 6  Mercedes- Bom 

BL-CtoH 

Top-TterTwo-SgatBf 

The  performance  ol 
Met cedevBeni  s  exotic  Sl_  Class  ranges 
from  impressive  to  abeoiuiely  unbelievable 


Car-Buying  Advice 


2007  Saturn  Sky  Red  Line 
This  faH  Saturn  la 
260-np  lurbochatged  Red  LI 
version  ot  its  Sfcy  roadster  w 
more  aggressive  styling 


New  Thit  Waak 


/isit  ForbesAutos.com  today! 
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—  THE  PRINCIPALITY  OF  1 

MONACO 


ACHIEVEMENT 
HAS  ITS  PRIVILEGE. 


Exceptional  performance  merits 
a  reward  of  equal  stature.  Make  your 
next  business  decision  amidst  the  rich 

cultural  diversions,  exquisite  spa 
facilities  and  breathtaking  scenery  of 
the  Principality  of  Monaco. 

♦  ♦  ♦ 


—  VISITMONACO.COM  i 

For  more  information,  call  800-753-9696  or  go  to  www.visitmonaco.cj 


Boats  by  Bernadette  Bernon 


All  decked  out: 
the  Wally  powerboat 


ClubWally 


A  cult  has  emerged  in  Europe  around  Wally, 
f\  the  stylish,  Italian  superyachts  custom-built 
/  %  by  Luca  Bassani.  Featherweight,  with  open 
L  JL  loftlike  interiors,  push-button  winches  and 
liles  ol  flush  teak  decks,  Wally  sailboats  soar  in  even  the 
ghtest  breezes.  When  the  wind  picks  up,  hang  onto 
our  hat;  the  yachts  easily  accelerate  to  20  knots  and 
lore.  And  WallyPower  118,  the  company's  futuristic 
owerboat — a  64-knot  torpedo — has  a  certain  Casino 
\oyale  appeal.  For  information  on  chartering  a  Wally  in  the 
iediterranean  or  Caribbean  ( $30,000  to  $55,000 per  week, 
spending  on  size)  or  on  commissioning  one  for  yourself,  see 
bww.wally.com  or  call 01 1-377-93-10-00-93. 


PERFECT  FINISH 

Designed  and  handcrafted 
by  Nick  Schade  in  his 
Glastonbury,  Connecticut, 
studio,  high-performance 

can  withstand  the  rigors  of 
hard  use,  but  they  are 
masterpieces  of  decorative 
design  as  well.  They've  been 
exhibited  in  the  Museum 


of  Arts  &  Design,  and  one 
model  is  even  in  the 
permanent  collection 
at  the  Museum  of  Modern 
Art.  From  $5,000  to 
$20,000,  depending 
on  length  and  construction 
details.  (860)  659-8847, 
www.  woodenkayaks.  com. 
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Wait  'til  next  year: 
the  Tofinou  9.5 


BOSUN'S  MATE 

The  ToolPak  offers  a  clever 
update  on  the  rusty  toolbox. 
Store  a  variety  of  tools  and 
spares  within  the  100 
pockets  of  this  backpack 
organizer  while  protecting 
your  boat's  surfaces.  The 
ToolPak  has  strong  shoulder 
straps,  six  tool  panels  that 
fold  out  for  easy  access  and 
attache  handles  for  carrying 
it  unzipped.  $90.  ^ 
www.  toolpak.  com. 


Worth  the  Waiting 

THERE'S  ONLY  ONE  TOFINOU  9.5  IN  THE  UNITED  STATES  SO  FAR,  AN 
it's  owned  by  the  photographer  Patrick  Demarchelier.  If  you  want  one  you'll  have  to  w^ 
until  January.  This  lightning-fast  sloop,  hand-built  in  France  by  Latitude  46,  cos) 
$200,000  and  is  a  showstopper  of  fastidious  detail,  lush  varnished  African-mahogat 
trim,  elegantly  laid  out  decks  and  sleek  lines.  With  her  lifting  bulb  keel,  she's  also  easii 
trailered.  Contact  R.  B.  Rodgers  Yacht  Sales  in  Noank,  Connecticut.  (860)  536-777] 
www.  rodgersyachtsales.  com.  \ 


WATER  TAXI 

Now  there's  help  for  the 
Type-A  yacht  owner  who 
doesn't  have  the  time,  or 
patience,  to  sail  from  his 
home  port  to  the  next  exotic 
destination.  Dockwise  Yacht 
Transport  is  a  boat-shipment 
service  that  features  a 
unique  float-on/float-off 
system.  Dockwise  currently 
operates  from  several  points 
in  the  United  States, 
carrying  yachts  of  almost  any 
size  to  ports  from  the  South 


Global  crossing: 
a  Dockwise  carrier 


Pacific  to  the  Mediterranean. 
The  cost  to  carry  a  45-foot 
sailboat  from  Florida  to 
France,  for  example,  is  about 
$20,000.  Delivery  time: 
17  days.  (In  2007,  Dockwise 
launches  its  largest-ever 
high-speed  carrier,  which 
will  include  first-class 
passenger  accommodations 
and  cut  the  U.S.-France 
transport  time  in  half.) 
(954)  525-8707, 
www.yacht-transport.com. 
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VISA  SIGNATURE 


2fi§  ic3l  St  tt  *l 

ISA  SIGNATU 

290 1  '.-::2/0'l 

VISA 


Complimentary  concierge  service  to  help  find  hard-to-find  items.  Just  one  of  the  many  benefits 
of  Visa  Signature,  along  with  special  dining  privileges  and  preferred  seating  at  Broadway  shows. 
Go  to  visa.com/signature  to  apply  for  the  rewards  cards  that  reward  you  for  living. 


Style  &  Design  by  Cody  Winton 


Meet  Georg  Jensen: 
above,  sterling 
silver  pitchers  from 
the  new  Beverly  Hills 
showroom,  right. 

P 

he  phrase  "pregnant  duck  pitcher 
said  aloud  in  L.A.  inevitably  will  have 
™  locals  asking  if  there's  a  role  in  it  for 
hem.  But  perish  such  showbizzy  thoughts 
iow  that  Georg  Jensen,  the  Danish  corn- 
any,  has  opened  its  first  West  Coast  jewelry 
outique  in  Beverly  Hills. 

Georg  Jensen  founded  his  silversmithy  in 
Copenhagen  in  1904  and  subsequently  won 
ver  the  world  with  stylish  but  functional 
roducts  including  the  famed  "pregnant 
tick"  pitcher,  the  holy  relic  of  modern  Danish 
lesign.  The  company's  jewelry,  with  its  signa- 
ure  organic  forms,  looks  like  something 
ou'd  get  if  you  threw  a  handful  of  gold,  silver 
nd  diamonds  into  the  ocean  and  waited  a 
ouple  of  thousand  years  for  everything  to 
/ash  back  ashore.  Which  is  why  the  sea  theme  for  the  new 
tore  on — where  else? — Rodeo  Drive  seems  perfect. 

The  brainchild  of  Pritzker  Prize-winning  Japanese 
rchitect  Tadao  Ando,  the  store  is  a  dazzling  cove  of 
ymmetrical  marine-colored  light  tubes  surrounding 
wo  reefs  of  display  cubes  rising  out  of  the  floor.  The 
[arrowing  walls  draw  customers  to  the  rear  of  the  store; 
long  the  way  they're  seduced  by  the  watches  and 
swelry — including  the  new  "Cascade  Collection"  of 
iamond  earrings,  necklaces  and  rings  too  Nordically 
lignified  ever  to  be  called  "bling."  However,  this  is  L.A., 
o  let's  just  say  this  about  Georg  Jensen's  new  outpost: 
■Jot  bad.  • 

leorg Jensen,  (310)  860-1410,  www.georgjensen.com. 


Nordic 
Features 

Danish  designer  Georg  Jensen 
invades  Beverly  Hills. 
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WEPT 


TH  6  MAM  6  IS  R6LAV1NC 


Vour.  OPPORTUNITY 

...TO  OWN  X  WXT€Pv.FP^NT  HOM6  IN  BCr^MUDX 

Bermuda's  particular  blend  of  civility  and  charm  simply  cannot  be  found  anywhere  else  in 
the  world.  No  wonder  this  mid-Atlantic  island  is  the  preferred  destination  of  sophisticated 
travellers  who  cherish  traditional  values,  a  gentle  pace,  a  mellow  climate  and  a  refined  life- 
style. Many  would  like  to  own  a  vacation  home  here.  But  due  to  the  small  size  of  the  island, 
waterfront  property  has  become  almost  impossible  to  buy.  Until  now. 

Newstead  Belmont  Hills,  Golf  Resort  &  Spa  now  offers  deeded  fractional  owner- 
ship of  luxury  suites  to  a  limited  number  of  members.  We  are  Bermuda's  newest 
full  service  luxury  resort,  offering  you  the  chance  to  have  your  own  suite  here, 
without  the  burden  of  year-round  maintenance  and  with  aB  the  advantages  of 
four-star  service.  Call  our  Sales  office  at  441  236  6060  for  an  appointment  to 
view  our  superbly  fitted  model  Suite.  Phase  One  is  already  sold  out,  Phase  Two 
Suites  are  currently  available  starting  at  $199,000.00. 

Newstead  Belmont  Hills,  Golf  Resort  &  Spa,  where  warm  breezes, 
pastel  cottages  and  a  gentle  pace  of  life  work  their  magic. 

N  E  WSTEAD 1 BEEMONT  HlLLS 

COLF      R  £  S  O       T  & 


Ok 


*  / 


\i>'~- 


27  Harbour  Road.  Paget,  Bermuda  PG  02  Tel:  441-236-6060  •  Fax:  441-236-22% 
Email:  sates@belmonthills.com  www.newsteadbelrnonthills.com 


Wheels  by  Stephan  Wilkinson 


Say  Auf  Wiedersehen 
to  turbo  lag:  The 
2007  Porche  911 
tops  out  at  192  mph. 


i  1 

I   hen  the  original  Porsche  Turbo  arrived  in  the 
^/     U.S.  in  1976,  it  landed  on  our  horsepower- 
starved  shores  like  a  flung  sledgehammer, 
/luscle  cars  had  gone  away.  Corvettes  had  the  torque  of 
modern-day  Hyundai,  and  freaky  little  MGs  and 
riumphs  with  sewing-machine  motors  were  still  con- 
idered  cool.  The  most  powerful  Ferraris  couldn't  be  sold 
i  the  U.S.,  and  Mercedes-Benz  was  moving  lots  of 
iesels.  Emissions  and  safety  regulations  had  caught  man- 
facturers  flat-footed,  so  the  Turbo's  260  horsepower — 
tie  power  of  a  low-end  SUV  today  but  huge  in  that 
ra — made  the  car  a  killer  whale  at  a  baby-seal  buffet. 

But  unless  you  were  skilled,  the  Turbo  was  hard  to 
ontrol.  It  had  the  classic  Porsche  911  rear-engine  weight 
das,  which  the  Germans  tried  to  counteract  by  equip- 
iing  the  car  with  the  widest  rear  tires  possible,  giving 
"urbos  the  J.  Lo  look  they  sport  to  this  day. 

That  early  model  also  had  a  primitive  turbocharger, 
[ince  this  was  one  of  the  earliest  applications  of  an  ex- 
laust-driven  supercharger — then  used  largely  on  piston- 
ngine  airplanes — to  an  automobile.  You'd  floor  it  and 
ount  one-potato,  two-potato  while  the  turbo  spun  up 


Howls 
Your 

Turbo 
Prepared? 

The  2007  Porsche  911  Turbo 
arrives  hot,  fast  and  very  well  done. 
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We  all  want  the  same  thing. 


And  the  1.2  million  members  of  Rotary  around  the  world  are  making  it  happen. 
Rotary's  educational  programs  and  scholarships  are  dedicated  solely  to  promoting  peace. 
Together  we  can  create  a  more  peaceful  world. 


Rotary.  Humanity  in  motion. 

www.rotary.org 


and  the  car  accelerated  sleepily,  and  then 
hang  on  when  the  bomb  went  off.  Rumor 
had  it  that  one  early  Turbo  buyer  made  it 
only  12  miles  from  the  dealership  before 
totaling  his  new  supercar  on  wet  leaves. 

The  legacy  that  first  Turbo  left — and 
the  five  succeeding  iterations  of  the  de- 
sign, each  of  them  substantially  increased 
in  power,  performance  and  sophistica- 
tion— means  that  Porsche's  flagship  road 
car  is  known,  like  supermodels,  by  a  one- 
word  name.  Announce  that  you  drive  "a 
Turbo,"  and  cognoscenti  will  understand 
you  mean  a  wide-hipped,  frog-eyed  lady- 
bug  of  a  car  that  at  hill  throttle  sounds  like 
a  runaway  locomotive. 

Now  we  have  the  sixth-generation 
Turbo,  built  on  the  platform  that 
Porschephiles  know  as  the  Model  997, 
the  newest  water-cooled  911  line,  which 
was  introduced  in  2004.  Porsche  has  for 
the  past  decade  used  a  conventional 
torque-sensing,  all-whee! -drive  system 
to  harness  Turbo  power — now  up  to 
480  hp — but  this  new  Turbo  has  an 
electronically  controlled  svsrem  devel- 
oped in  truck-beefy  form  for  d  e  Porsche 


Cayenne  SUV.  (Heresy!) 

The  911  Turbo  transmits  extra  power 
to  the  front  wheels  as  needed  via  a  drive- 
shaft  that  now  passes  through  a  multiplate 
clutch,  which  means  that  the  system 
can  actively  anticipate  torque-splitting 
demands  in  nanoseconds  rather 


than  passively  reacting  to  them. 

But  the  most  intriguing  feature  of  th 
new  Turbo  is  a  set  of  movable  vanes  tha 
constantly  shift  position  to  direct  the  si 
perhot  exhaust  gases  through  the  rwi 
turbochargers  in  the  most  effective  wai 
possible  no  matter  what  the  engine  speec 
As  a  result,  the  new  Turbo's  torque  curv 
looks  like  a  mesa  rather  than  an  alp,  an 
there's  huge  power  available  from  a  near 
standstill  to  top  revs — farewell  to  "turh 
lag."  The  911  Turbo  is  the  first  gas-engin 
car  to  use  this  technology,  developed 
the  1990s  for  diesels,  which  have  consid) 
erably  cooler  exhausts. 

The  new  Turbo  carries  a  base  price 
$122,900 — a  number  that  can  rapid! 
climb  by  tens  of  thousands,  thanks  t» 
Porsche's  largest-in-the-industry  option 
list.  But  the  German  car  accelerates  quicke 
than  either  the  Ferrari  F430  or  th 
Lamborghini  Gallardo,  both  of  which  g« 
for  $190,000  and  up,  and  the  Porschej 
top  speed  (192  mph)  is  only  a  tick  slowe 
than  the  Italian  studs  and  is  faster  arounc 
the  classic  Niirburgring  race  course.  If  yon 
can  get  your  hands  on  one,  that  is:  Ferrar 
and  Lamborghini  both  have  waiting  lists 
while  Porsche  cranks  out  Turbos  by  tht 
thousands.  (They've  sold  50,000  of  then 
since  the  mid-'70s.) 

Think  of  it  as  a  bargain.  • 


Small 
Fortunes 


Forget  baseball  cards.  It's 
your  childhood  Hot  Wheels  and 
Matchbox  cars  you'll  want  to 
save  from  the  rubbish  heap. 
Judith  Miller's  Metal  Toys  helps 
identify  and  price  more  than 
400  models — from  the  penny  toys 
of  the  1930s  to  the  Batmobile. 
That  Modern  Toys  tinplate  Lincoln 
with  working  siren  you've  had  since 
'57?  It's  worth  more  than  $2,000. 
DK  Publishing,  $14.  www.dk.com. 
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Since  business  is  all  about  relationships,  MY  M&M'S®  gives  you  a  whole  new  way  to  connect  with  clients, 
employees  and  customers.  You  can  print  your  logo  on  your  company's  colors;  even  add  your  own  custom  message. 
So  go  to  mymms.com/business3  now,  and  make  an  impression  that  will  last  long  after  the  candy's  gone. 

Order  MY  MAM'S  for  the  Holidays  now! 

ONLY  ONLINE! 

Go  to  mymms.com/business3 
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What  would  yours  say? 


This  is  how  we  do  business. 

In  Puerto  Rico 

Corporate  haven!  Cool  green  rural  landscape, 
yet,  conveniently  close  to  San  Juan. 
Meeting  Facilities  •  36  Two  Room  Suites  •  Spacious  Guest  Rooms 
Swimming  Pool  •  Fitness  Center  •  Golf  Course  •  Restaurants  •  Bar 


FOUR  POINTS  BY  SHERATON  CAGUAS  REAL  HOTEL 

500  Alhambra  Granada  Blvd.,  Caguas,  Puerto  Rico  00725 
Reservations  ard  Information:  1-866-615-2323  •  www.fourpoints.com 


Manners  by  Stephanie  Cooperman 


The  Ladie 
Who  Lunch 

For  the  dainty  darlings  attending 
Lyudmila  Bloch's  finishing  school, 
its  no  spit  and  all  polish. 


ule  #1  when  meeting  someone  new: 
Don't  be  late.  Or  only  five  minutes 
late.  Maybe  ten  if  you  blame  trans- 
Drtation.  Fitteen,  tops,  if  you  can  feign  ill — 
ss.  On  a  recent  Monday  afternoon,  I  am 
inning  down  Broadway  to  meet  not  just 
lyone  new,  but  Lyudmila  Bloch — New 
ork  City's  queen  of  etiquette.  I'm  16  min- 
tes  late,  and  I  have  only  my  shoes  to  blame: 
>ur-inch  heels  I  have  chosen  especially  for 
ie  occasion.  In  my  opinion,  etiquette,  like 
1  things  you're  supposed  to  learn,  should  be 
little  painful. 

As  I  limp  into  the  lobby  of  the  Michel- 
igelo  Hotel  on  51st  Street,  I  hear  the 
iped-in  sounds  of  Vivaldi's  "Spring"  and  im- 
lediately  begin  to  panic.  I  am  about  to  meet 
l  etiquette  teacher  and  have  tea,  a  beverage 
usually  consume  out  of  a  Snapple  bottle, 
loch,  48,  is  already  sitting  on  a  pale  green 
iuch,  legs  crossed,  teacup  in  hand.  She  is  all 
:arls  and  smiles,  exuding  a  fluid  exactness 
'■en  as  she  shakes  off  my  apologies  in  her 
ight  Russian  accent  and  hands  me  a  menu. 

"I'm  forever  amazed  how  many  interesting 
uestions  there  are  about  tea,"  she  says.  "We 
mid  spend  the  whole  day  talking  about  it." 

Bloch  is  wearing  sensible  shoes  and  a  crisp  black  suit. 
.  trained  linguist,  she's  traveled  the  world  and  landed  in 
lanhattan,  where  in  2000  she  developed  the  Young 
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Bloch  knows  she  faces  an  uphill  battle. 

"We've  become  so  casual,"  she  says. 
"That  is  not  a  good  thing." 

Yet  there  is  cause  for  optimism.  After 
Bloch  tells  me  what  I  have  done  wrong — 


from  the  portraits  staring  from  the  crii 
son  walls  to  the  blue-and-white  china  th 
screams  for  finger  sandwiches.  Walkii 
onto  the  second  floor,  I  see  miniatu 
people  dressed  in  floral  dresses,  sequin 


"Its  beyond  forks  and  knives....  For  the 


Ambassadors  program  at  The  Plaza  Hotel 
to  teach  etiquette,  cooking  and  other  skills 
to  the  children  of  visiting  families.  The 
program  was  so  popular  that  it  spawned  a 
series  of  business-etiquette  and  leadership 
classes,  a  book,  and  later,  a 
pilot  program  in  New  York 
City  public  schools.  When 

The  piaza  closed,  Bioch  nothing  is  more  important  than  th 

continued  her  work  as  a 

private  consultant  for  chu-  reward  of  having  a  well-mannered  child." 

dren,  teens  and  adults.  But 

sweaters  and  shiny  white  shoes.  Th 
are  friends  of  Kendal  Sterling,  at  whe 
birthday  party  Bloch  will  teach  20  fin 
graders — and  their  dolls— proper  tab 
manners.  Kendal,  wearing  her  favori 
white  dress  (acquired  on  a  family  tf 
to  Paris),  has  her  hair  tied  in  a  tight  bu 
"It's  my  eighth  birthday,"  she  says,  as  h 
mother  places  a  sparkling  tiara  on  her  hea 
"You  have  to  keep  the  lesson  fun  or 
won't  take,"  Bloch  explains,  leading  f] 
girls  to  their  seats  marked  by  place  card 
"Ladies,  we're  going  to  learn  good  s 
cial  skills.  I  have  here  the  magic  etiquet 
bag,"  Bloch  says,  holding  up  a  small  pouc 
The  girls  swing  their  feet,  comb  the 
dolls'  hair  or  fiddle  with  the  heart-shap 
sugar  cube  set  on  a  teaspoon  above  eai 
plate.  "Let's  pull  out  a  question.  Wl 
would  like  to  read  the  first  one?" 

Every  hand  shoots  up.  In  a  cross  b 
tween  a  game  show  and  English  cla 
Bloch  leads  them  through  a  battery 
manners  questions. 

"If  you  don't  have  a  handkerchie 
you're  in  trouble,"  Bloch  says,  in  respom 
to  a  question  about  acceptable  places 
blow  one's  nose.  "We  cannot  use  the  tab 
napkin.  And  when  the  food  at  a  frienc 
house  is  yummy,  when  do  you  ask  for  se 
onds?"  she  asks. 

"When  everything  is  in  little  pieces 
says  a  girl  with  tight  ringlet  curls. 
"Not  quite,"  Bloch  says. 
."When  everyone  is  done  eating, 
other  girl  named  Emily  says. 

"That's  right,  and  only  when  the  hos 
ess  asks  if  anyone  would  like  more,"  Bloc 
says.  "Now,  who  can  show  us  how  we  p 
the  napkin  on  our  laps? 

Kendal  comes  to  the  front  of  the  roor 
"It's  easy,"  she  says.  "Watch  me."  She  si 
perfectly  straight,  carefully  folds  the  na] 
kin  in  half  and  places  the  creased  siq 


in  a  world  where  no  one  even  has  time  to 
use  capital  letters  in  an  e-mail,  let  alone  sit 
down  to  a  four-course  meal,  what  place 
does  etiquette  really  have? 

"It's  beyond  forks  and  knives,"  Bloch 
says  as  she  shows  me  how  to  hold  the 
teacup  correctly,  with  my  index  finger 
through  the  handle.  "It's  about  self- 
esteem  and  accomplishing  something. 
And  for  the  parents,  nothing  is  more 
important  than  the  reward  of  having  a 
well-mannered  child." 


adding  the  lemon  before  pouring  the  tea 
("It  could  splash"),  raising  the  cup  without 
holding  the  saucer  underneath  it  ("Don't 
spill"),  sticking  out  my  pinky  finger  ("No, 
no,  no,  never  do  that") — she  invites  me  to 
a  birthday  party  on  the  Upper  East  Side  to 
watch  the  next  generation  take  tea. 


ai 


K 


ings'  Carriage  House,  a  restau- 
rant on  82nd  Street  and  Second 
Avenue,  looks  like  a  dollhouse. 
Everything  is  delicately  flawless, 
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Kendal  knows  the 
answer  to  a  question 
from  the  magic 
etiquette  bag. 


close  to  her  waist.  She  also  demonstrates 
how  children  should  lift  the  water  glass 
with  two  hands  and  look  into  it,  not  over 
it,  while  drinking.  And  tea?  She  and  her 
friends  put  me  to  shame.  They  giggle  when 
the  sugar  cubes  go  ker-plunk  into  their 
raspberry  tea,  but  their  tiny  hands  are 
quite  capable  of  balancing  their  cups  over 
their  saucers. 

Yet  it  takes  some  convincing  to  prove 
that  scones  are  appetizing. 

"They  taste  just  like  little  muffins," 
Bloch  says. 

"They  don't  look  like  muffins,"  a  girl  in 
a  pink  dress  says  to  her  neighbor. 

"Remember  not  to  bite  into  the  scone," 
Bloch  directs.  "Break  it  into  small  enough 
pieces  to  put  into  your  mouth.  And 
spread  the  jam  on  your  plate,  not  directly 
on  the  scone." 

The  manners  bible,  Emily  Post's 
Etiquette,  divides  the  subject  of  "tea"  into 
17  subcategories.  Bloch  refers  to  it,  as 
well  as  to  her  other  favorites:  Suzanne 
von  Drachenfels's  The  Art  of  the  Tao  }e  and 


Letitia  Baldrige's  New  Complete  Guide  to 
Executive  Manners.  But  there  aren't  many 
modern  tomes  from  which  to  choose. 
"Etiquette  books  today  offer  the  best  ad- 
vice to  get  out  of  a  one-night  stand,"  she 
says.  If  society  has  become  coarser,  Bloch 
doesn't  mind  being  the  proverbial  sand- 
paper. "It  takes  a  tremendous  effort  to 
convince  people  ot  the  value  of  what  I  do. 
But  I  still  have  hope  people  will  always  be 
interested  in  civility.  True  beauty  is  when 
I  see  people  caring  about  how  they  treat 
each  other." 

In  the  war  on  bad  manners,  Bloch 
prefers  the  guerrilla  approach,  taking 
pleasure  in  winning  each  battle,  one  tea 
party  at  a  time.  "What  topics  should  we 
avoid  when  dining?"  she  asks. 

"Bugs!"  yells  Kendal. 

"Things  that  are  gross!" 

"Bad  words!" 

"Yes,  yes,  yes.  And  we  never  ask  how 
old  someone  is,  if  they  are  married  or  if 
they  have  children,  right?"  Bloch  says. 

After  a  discussion  about  what  happens 


The  Rules, 
According  to 
Ms.  Bloch 


Helpful  tips  from  The  Golden 
Rules  of  Etiquette  at  The  Plaza 
(Fifth  Avenue  Press,  2004),  $17, 
written  and  illustrated  by  Tom  Civitan 
Lyudmila  Bloch  and  Rosemary  Carroll 

-  Screaming  or  yelling  in  public 
would  be  considered  rude  behavior 
anywhere.  Everyone  knows  there  were 
only  two  residents  who  were  able 
to  scream  and  yell  in  the  lobby  of  The 
Plaza.  The  first  was  Eloise,  and  the 
second  was  Macaulay  Culkin  when  he 
starred  in  the  movie  Home  Alone  2. 

Always  stand  for  introductions.  Say 
your  name,  smile,  make  eye  contact 
and  shake  hands. 

A  gentleman  goes  ahead  of  a  womc 
through  a  revolving  door  and  pushes 
it  for  her. 

Before  you  add  seasoning  to  your 
soup,  taste  it  first,  then  add  salt 
or  pepper.  Use  small  oyster  crackers  if 
they're  offered  with  your  soup.  Don't 
dip  your  bread  into  your  soup! 

Use  your  napkin  to  gently  blot  your 
mouth  and  lips  so  no  one  will  think 
that  you  just  took  a  time-shuttle  from 
the  Middle  Ages. 


when  something  falls  to  the  floor,  I  see  th 
while  Bloch's  classes  give  reason  for  hop 
the  verdict  is  still  out  on  the  next  gener; 
tion.  "We  must  wait  for  a  server  to  pick 
up,"  Bloch  says.  "And  how  do  we  get 
server's  attention?  We  make  eye  contact 

A  girl  with  round  glasses,  cradling 
flaxen-haired  doll  almost  as  big  as  she  i 
kicks  her  napkin  under  the  table.  A  wait 
retrieves  it. 

"Thank  you  very  much,"  she  whisper 
wiping  her  nose.  • 

Lyudmila  Bloch  teaches  tea,  basic  dining,  bus 
ness  and  formal  etiquette  classes.  Instructic 
starts  at  $85 for  a  public  class,  $450 for  apr 
vate  class  with  up  to  three  people  and  $4,0C 
for  a  group  business  class,  www. etiquet 
outreach.com. 
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Elements 
3f  Style 


Fall's  best 
suits,  whether 


5y  Mark  Grischke  |  Photographs  by  Michael  Stratton 


Wool  suit,  $2,875,  and  cotton 
shirt,  $325,  by  Belvest.  SUk 
tiebyCanali.  $125.  Wool 
pocket  square  by  Robert 
Talbott.  $85.  Alligator  belt  by 
J.M.Weston.  $1,575. 
Opposite:  Wool  suit  by  John 
Varvatos.  $1,595.  Cotton 
shirt,  $225,  and  silk  tie,  $95, 
by  Robert  Talbott.  Belt  by 
Joseph  Abboud.  $88.  Frames 
by  John  Varvatos  Eyewear. 
$240.  Teak  side  table  by  Alon 
afcangotsky  for  Chista.  $5,000. 


Vool  suit,  $3,295,  cotton 
hirt,  $325,  and  silk  tie,  $185, 
•v  Ralph  Lauren  Purple 
^abel.  Linen  pocket  square 
■y  Robert  Talbott.  S85. 
opposite:  Wool  jacket,  $1,320, 
lants,  $575,  cotton  jacquard 
hirt,  $450,  and  silk  tie, 
il70,  by  Prada.  Alligator  belt 
>y  Martin  Dingman.  $395. 
jocks  by  Pantherella.  $45. 
ihoes  by  Berluti.  $980. 
N alnut  stool  by  Tvler  Hays 
or  BDDW.  $1,250. 


A  journey  j^^J^fS^^g^^^^^^: tristSriS^fc^i^K 
Tuareg  blacksmiths  and  luxe  French 

company  Hermes  forge  a  common  purpose. 

byTocid  Pitock 


I 

•  V.'.  ■  .".!*'  V'i  ' 


In  1992,  Jean -Yves  Brizot,  not  yet  30,  went  to  Niger  to  create  a 
guild  of  blacksmiths.  He  had  spent  most  of  his  20s  guiding 
\  young  adventurers  in  rugged  environments  all  over  the  planet,  but 
the  place  that  captured  his  imagination  was  the  Sahara.  There,  he'd 
encountered  Tuareg  blacksmiths  creating  exquisite  silver  jewelry  using 
a  trembling  hand  technique.  The  work  was  not  merely  beautiful:  It  also  was 
an  archive  of  Tuareg  values,  beliefs  and  culture.  No  piece  could  be  replicated. 


-.1  :!•  .-..'j'-it.-rr.-^.v.  -..i-:-: 
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For  the  Tuaregs,  numbering  1.2  million  in  Niger  and  Mali  ar 
thousands  more  in  Algeria,  Libya  and  Burkina  Faso,  modernizi 
tion  was  creeping  like  desert  sands  into  cities  on  the  fringe  of  tl 
Sahara,  and  these  ferociously  self-reliant  people  known  for  the 
shimmering  indigo  veils  and  long  swords  in  leather  scabbards  we; 
in  transition.  After  a  string  of  devastating  droughts  in  the  '60s,  '7i 
and  '80s,  and  growing  influence  from  outside,  including  aid  group 
missionaries  and  even  tourists,  they  now  faced  the  reality— hurt 
drum  yet  difficult — of  making  a  living.  The  blacksmiths,  amor 
the  custodians  of  Tuareg  culture,  had  difficulty  getting  their  wan 
to  market.  Exploitative  merchants  were  paying  terrible  prices  fij 
them  to  knock  out  cheap  pieces  for  quick  sales  to  tourists. 

Brizot,  the  grandson  of  blacksmiths  on  both  sides,  wanted  I 
help  and  got  a  sympathetic  hearing  at  Hermes,  the  Frenc 
company  that  began  in  1837  as  a  harness  and  saddle  workshc 
in  Paris's  Grand  Boulevard  quarter  and  has  remained  commr 
uhmmmmm    ted  to  preserving  handcraft  know 
how.  The  arrangement  was 
autonomous  partnership.  Herme 
helped  get  things  started;  the  guil 
then  supplied  silver  pieces  called  fr 
"Tuareg  Collection." 

Fourteen  years  hence,  the  collat 
oration  between  a  global  compan 
and  traditional  smiths  continue 
moving  between  6,000  and  8,00 
pieces  most  years,  with  a  high 
13,000 — a  good  living  for  those  as 
sociated  with  the  guild,  economical} 
insignificant  for  Hermes.  The  en 
deavor  has  had  its  challenges,  espe 
daily  after  September  11,  whe| 
orders  slowed  to  a  wheeze,  leadin 
Brizot  to  increase  his  guiding  to  ear 
money.  That's  what  he  was  doin 
when  I  met  him  last  year  in  Libyj 
where  he  told  me  about  the  guild. 

"If  you  want  to  see  somethin 
true  and  authentic,"  he  said,  "com 
to  Agadez." 

So  it  is  that  on  a  balmy  Januar 
evening,  accompanied  by  Jea 
Jonot,  a  71-year-old  retired  alpin 
guide  from  Brizot's  hometown  c 
Grenoble,  I  spend  an  eternal  da 
hopscotching  across  continent 
aboard  charter  planes,  and  arriv 
ahead  of  my  luggage. 

"It  will  come  on  the  next  plane, 
an  airline  representative  says. 
"When  is  that?" 
"Next  week." 

.  Brizot  greets  me  with  a  man-hug.  "It's  only  clothing,"  h 
says.  "We'll  get  you  what  you  need.  Every  challenge  is  also  ai 
opportunity." ' 

Ah,  Niger,  land  of  opportunity.  In  any  case,  the  country,  a  lane 


Clockwise  from  top  left: 
Agadez's  Grand  Mosque 
with  its  89-foot-high 
pyramidal  minaret,  has 
stood  since  1844; 
Jean-Yves  Brizot,  the 
founder  of  A  L'Atelier; 
while  most  foreigners 
travel  in  SUVs,  Tuaregs 
prefer  motorcycles; 
a  blacksmith  engraves  a 
piece  of  jewelry 


[most  twice  the  size  of  Texas,  is  a  fascinating  prospect, 
andlocked  south  of  Algeria,  north  of  Nigeria,  it  last  made  inter- 
ational  news  for  its  bread  (lack  of,  see  also  famine)  and  cake 
o-called,  of  uranium;  see  Iraq  War;  also,  Plame  Affair). 
Getting  oriented  doesn't  take  long.  • 

Agadez  is  an  ancient  city  along  the  Trans- Sahara  Trade 
oute,  an  area  where  merchants  and  wayfarers  have  carried  salt 
id  slaves  since  the  advent  of  camel  cafavans.  Its  mud  architec- 
iire  gives  the  entire  city  a  reddish  hue  that,  when  the  sun  slants, 
idiates  an  orange  glow  against  the  intense  blue  sky.  The  Grand 
;losque,  marked  by  its  89-foot-high  pyramidal  minaret,  has 
ood  since  1844;  the  previous  mud  minaret  had  been  there  since 
515.  There  is  some  electricity;  but  at  night,  unlit  chambers  fade 
lto  a  dark  oblivion.  Two  Internet  cafes,  a  fast  one  and  a  slow  one, 
pened  last  year.  In  one,  I  look  over  the  shoulder  of  a  Tuareg  in  a 
:olet  tagelmoust  reading  a  story  on  Yahoo:  "10  Best  Places  to 
ive!"  Taxis  are  low-octane  motorbikes;  you  get  on  and  hold  on, 
id  all  rides,  whatever  the  distance,  cost  about  40  cents. 

The  population  is  a  mix  of  Tuaregs,  Hausas,  Tubus  and 
lixed-race  'Agadezians."  A  small  population  of  mostly  French 
xpats — Niger  was  a  French  colony  until  its  1960  indepen- 
ence — greet  one  another  with  stiff  courtesies  at  places  such  as 
,e  Pilier,  the  town's  best  European  restaurant,  whose  Tuareg 
lef  was  trained  well  by  its  Italian  owner.  Rich  Saudis  come  to 
.gadez  to  hunt  gazelle  and  other  wild  game. 

Brizot's  place  is  a  two-story  affair  near  the  Grand  Mosque 
^ntaining  warriors'  spears,  mats,  tablets  covered  in  Arabic  script, 
giant  bowl,  drums  and  books  stacked  on  a  black  table  with 
lephantine  legs.  His  bedroom  opens  onto  the  roof,  where  he 
refers  to  sleep  in  the  open  air. 

i  At  42,  Brizot's  classic  Roman  features  bring  to  mind  busts  of 
'aesar,  which  is  not  a  bad  comparison:  adventurer,  intellectual, 
imantic,  merchant.  He  has  a  facility  for  intimate  conversation 
nd  relationships,  and  also  for  disputes  and  rivalries.  His  healthy 
go  is  additionally  nourished  by  the  rafts  of  children  who  hail 
im  leaving  or  entering  his  house,  "Brizot!  Brizot!  Brizot!" 

"You're  like  a  rock  star  around  here,"  I  say. 

'Yes,"  he  says,  "I  am." 

What  he's  most  proud  of  is  the  guild.  The  name  in  French,  A 
'Atelier,  means  "to  the  studio";  in  Arabic,  AAllah  te  leir  means 
:o  get  linked  to  God."  The  space  includes  a  garden  with  citrus, 
uinine  and  neem  trees;  an  office;  and  the  artisans'  workspace, 
'here  18  or  so  blacksmiths  each  sit  on  the  ground  on  a  clearly  de- 
ned  rectangle,  beating,  cutting,  scratching  and  polishing  silver 
lat  was  smelted  just  across  the  compound. 
,  Over  the  following  days,  the  black 
.Tilths  greet  me  warmly,  though  com- 
lunication  is  no  simple  matter,  requir- 
ig  English  to  French,  then  French  to 
"amashek  translation.  On  the  traditional 
idder  of  their  society,  they're  above  domestics 
nd  slaves,  below  the  nobles  and  teachers  at  the 
Dp.  They  are  born  and  marry  into  smith  fami- 
es — marriage  to  a  nonsmith  is  regarded 
s  intermarriage — and  go  through 
ears-long  apprenticeships.  They  take 


on  many  roles:  creators,  salesmen,  entertainers,  magicians, 
intercessors  with  jinn — a  type  of  spirit  in  Islam.  In  the  modern 
world,  the  hierarchy  has  often  been  turned  on  its  head.  Nobles 
whose  livestock  were  killed  by  the  famines  are  poor,  while  the 
smiths,  who  have  learned  to  earn,  are  better  off. 

Tuareg  Islam  incorporates  animist  beliefs  and  mysticism: 
The  universe  is  inhabited  by  jinn,  and  the  blacksmiths  are 
imbued  with  mystery  even  while  polluting  themselves  by  their 
dealings  with  the  spirits.  The  blacksmiths  encourage  the  mys- 
tique. One  man,  I'm  told,  lifts  molten  objects  with  his  bare 
hands  but  is  never  burned. 

"They  are  alchemists,"  says  Brizot.  "What  you  have  to  under- 
stand, though,  is  that  the  object  is  only  the  physical,  visible 
aspect  of  alchemy.  For  the  blacksmiths,  the  object  represents  a 
process  of  personal,  spiritual  transformation." 

Pieces  include  21  designs  of  Tuareg  crosses — cruciform 
pieces,  though  not  crucifixes,  that  can  identify  the  wearer's  place 
of  origin.  Tcherots,  or  amulets,  are  a  traditional  form;  they  con- 
tain verses  of  the  Koran  inscribed  by  clerics,  not  unlike  Jewish 
mezuzahs.  The  Imagery  is  geometric,  compositions  of  lines 
arranged  at  angles  to  give  the  pieces  movement.  In  recent  years, 
the  smiths  have  started  working  with  gold,  a  mineral  that  was 
traditionally  believed  tc  have  negative  powers — the  price  and 
quality  of  silver  became  volatile,  gold  was  stable,  and  there  was  a 
predictable  market  for  gold  jewelry. 

Hermes's  "Tuareg  Collection,"  which  is  all  silver,  includes 
bangles,  necklaces,  buckles  and  locks  that  incorporate  tradition 

^  For  the 

blacksmiths,  the 
object  represents 

a  process  of 
personal,  spiritual 

transformation. 


with  other  motifs.  The  objects'  shape  and  weight 
and  the  quality  of  silver  meet  certain  Hermes- 
set  parameters.  Their  engravings,  though,  ate 
drawn  from  the  Tuareg  lexicon. 

"They  have  Hermes  shapes,  but  they  have 
Tuareg  meanings,"  says  Atobeul  N'Gatan, 
the  guild's  production  manager.  "For  the 
blacksmith,  the  underlying  purpose  is  still 
aesthetic,"  he  adds.  "You  need  to  think  about 
what  a  piece  is  meant  to  represent  and  it  should 
be  expressing  something.  When  you  give  a  piece  of 
jewelry  to  someone,  it  should  represent  an  emotion." 
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My  own  emotional  state  gets  knocked  some- 
what off-balance  the  next  day,  the  holiday  of 
Tabaske,  which  commemorates  Abraham's  will- 
ingness to  sacrifice  his  son  for  God.  After  gather- 
ing in  the  cemetery,  the  community  whets  knives 
and  appetites  for  a  mass  slaughter  of  lambs,  who 
bleat,  bleed  and  expire  all  over  town,  which  clouds 
with  cooking  fires  and  the  smells  of  barbecue. 

The  sultan,  an  important  political  figure  in 
the  city,  invites  us  to  visit.  Brizot  has  attained  a 
noble's  status,  and  asvhis  visitors,  we  share  that 
lofty  perch.  Thanks  to  a  friend,  donated  clothes 
arrived  in  a  World  Food  Program  duffel  bag.  I  might  have  worn 
a  tie  instead  of  this  vow-of-poverty  look,  but  Brizot  assures  me 
the  Sultan  won't  be  offended. 

The  palace  compound  is  a  large  house  in  a  big  square  of  dirt 
enclosed  by  mud  walls  with  covered  bays  for  the  Sultan's  various 
vehicles.  His  bodyguard  is  turned  out  in  a  brilliant  red  tagelmoust 
and  a  luminous  red,  green  and  white  robe. 

"Is  there  anything  I  need  to  know  before  wc  go  in?"  I  ask  Brizot. 

"Call  him  'Excellency'  and  don't  look  into  his  eyes." 

We're  shown  through  a  side  entrance  to  an  anteroom,  where 
we  sit  on  chairs  backed  against  a  wall — Brizot,  Jean  Jonot, 
myself  and  another  fellow  who  is  dressed  like  a  goatherd  and  who 
is,  I  have  no  doubt,  using  the  opportunity  of  the  holiday  to 
solicit  charity.  Beggary  is  not  unknown  in  Agadez,  and  on  a  holy 
day  like  Tabaske,  one  is  expected  to  give,  so  an  industrious  men- 
dicant can  really  clean  up.  Afterwe  sit  for  a  few  minutes,  we're 
invited  back  out  the  door  we  entered.  The  bodyguard  shakes  our 
hands  and  gives  a  hale  salaam  aleikum  as  a  send-off. 

"What  about  the  Sultan?"  I  ask.  Had  I  inadvertently  done 
something  wrong  that  canceled  our  meeting?  "Aren't  we  going 
to  meet  him?" 

"You  just  did." 

"The  goatherd?  The  goatherd  was  the  sultan?" 

Brizot  is  troubled.  Apparently  I  missed  the  point.  "Normally 
the  Sultan  would  greet  someone  very  formally,"  he  says.  "It  was 
a  sign  of  great  deference  and  even  affection  that  he  greeted  us 
humbly,  in  a  small  room.  He  was  saying,  'We  are  equals.'  You 
should  feel  honored!" 

Jean  Jonpt  shrugs.  "I  also  thought  he  was  a  goatherd,"  he  says. 

There  is  still,  Brizot  figures,  a  big  gap  in  our  understanding. 
"If  you  want  to  really  get  some  understanding  of  everything 
here,"  he  says,  "we  have  to  go  into  the  bush." 

The  next  day,  we  pile  into  his  modified  1988  Toyota  Land 
■Cruiser.  Brizot  puts  on  a  pair  of  beaten-up  70s-style  shades  he 
bought  from  the  Sultan,  and  we  set  off  on  a  600-mile  loop  through 
the  Air  Massif,  a  mountain  range  .that  slopes  into  the  Tenere,  the 
expanse  of  dunes  rolling  into  Niger's  .northeastern  flank. 

The  landscape  starts  to  change  about  30  miles  out  of  Agadez. 
as  we  rumble  on  a  rutted  road.  Like  the  jewelry,  the  scenery  is  all 
about  shapes,  textures',  reflections  and  angles  of  light,  with  alter- 
nations of  color — pale  yellow  brush,  burnished  orange  sand,  rows 
of  pale  green  foliage  on  desert  trees.  Brown  mountains  fade  to 
hlack,  all  of  it  framed  by  a  deep  blue  sky  that  loses  its  intensity  as 
it  dissolves  into  a  pale  haze.  After  this  fertile  area  the  vista  opens 


An  exhibition,  Art- 
of  Being  Tuareg, 
opens  at  the  UCLA 
Fowler  Museum 
of  Cultural  History 
and  runs  from  October  through 
February.  It  will  appear 
subsequently  at  the  Iris  & 
B.  Gerald  Cantor  Center  for 
Visual  Arts,  Stanford  University, 
and  the  National  Museum  of 
African  Art,  Smithsonian 
Institution  in  Washington,  D.C. 


up  onto  fields  of  black  rock,  with  boulde 
and  craters  and  formations  of  rock.  Dei 
shadows  and- haze  form  over  the  massif. 

There  are  signs  of  life:  wells,  trees,  doi 
keys  and  arrangements  of  rocks  that  ind 
cate  burial  sites  or  mosques.  Most  Tuare 
we  see  are  on  motorcycles,  up  to  three  on 
ride;  deeper  into  the  dunes  and  soft  sam 
of  the  Tenere,  camels  are,  I'm  told,  stj 
preferred.  People  materialize  in  the  mo 
unlikely  places,  as  if  suddenly  formed  out 
dust  and  sand. 

Now  and  again  we  arrive  in  a  village  or  a  farm  where  grou] 
of  Tuareg  men  pull  their  tagelmousts  below  their  chins  to  tat 
about  the  challenges  of  getting  their  sweet,  pink  onions  to  ma 
kets  in  Europe. 

We  drop  our  pads  and  sleeping  bags  on  the  sand  near  . 
ancient  rock  painting  by  a  Muslim  holy  place.  The  wind  in  tri 
trees  incongruously  sounds  like  the  ocean. 

The  next  day  we  go  to  Timia,  an  oasis  with  a  hilltop  auberj 
of  mud  cottages  above  the  sandy  valley  floor,  a  green  orchard  ■ 
date  palms  and  a  village  with  a  boulangerie  that  sells  fresh  roll 
Women  and  girls  turn  big  wheels  to  draw  water  from  the  well; 

From  there,  we  cross  the  remnants  of  prehistoric  forest,  no 
acres  of  petrified  wood,  and  follow  the  seam  stitching  the  mass 
to  the  dunes  of  the  Tenere.  Scalloped  waves  of  sand  extend  ju 
short  of  forever.  It's  an  extraordinary  place  that  delights  the  sot 
with  awe  and  elation — feelings  we  get  to  indulge  longer  tha 
planned  after  a  mechanical  breakdown. 

A  couple  of  days  later  we  roll  at  the  speed  of  donkeys  into 
village  called  Iferouane.  The  blacksmiths  descend  to  peddle  thei 
wares.  Their  single-mindedness  brings  to  mind  the  wod 
"pushy."  "Tell  them  I'm  not  buying!"  I  say. 

A  blacksmith  named  Tonka  appears  in  a  billowing  black  rob 
and  tagelmoust  laden  in  silver  bangles,  talismans,  hoops  ani 
loops.  He  clangs  and  jingles  when  he  walks,  and  has  made  h. 
stylized  presence  heard  even  in  France  and  Germany. 

"In  those  clothes?"  I  ask. 

"Of  course!"  he  says.  "They  love  it."  He  sings.  He  dances.  F 
sells.  Veni,  vidi,  vici. 

"Do  you  prefer  the  French  or  the  Germans?" 

"The  French  are  nicer  but  the  Germans  buy  more.  They  lik 
the  big  pieces.'* 

I  want  to  know  about  the  meanings  in  Tonka's  work,  but  con 
versation  with  him  is  like  making  small  talk  in  a  bordello.  HI 
hints  at  deeper  mysteries  he  can't  reveal,  then  mumbles  some 
thing  in  French. 

"He  says  you  ask  too  many  questions,"  Brizot  says.  "I  thin, 
there's  another  reason  he  doesn't  want  to  talk." 

"What's  that?" 

"He  may  not  know." 

Tonka's  magic,  though,  is  his  salesmanship;  somehow  we'r 
in  a  negotiation,  and  before  he  goes  I  have  acquired  anothe: 
Tuareg  cross. 

Back  in  Agadez,  I  return  to  the  guild,  where  Abda  Ahmoudou 
the  quality  control  manager,  takes  out  some  of  his  own  piece! 
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I  id  shows  the  lines  that  draw  an  analogy  between  wind  and 
lemory.  "One  symbolizes  a  natural  force,  the  other  an  emotion, 
hey're  related  to  each  other.  As  wind  moves,  so  does  memory." 
.gainst  that  a  thicker  line  symbolizes  a  home,  a  physical  defense 
gainst  natural  force  but  the  place  of  love.  Yet  it's  not  merely  a 
lindom  expression  of  feeling,  as  in  abstract  art,  but  a  discipline 
|iat  holds  to  established  motifs,  a  language  of  the  hands.  As 
.bda  explains  his  work,  images  come  into  focus  and  ideas  enter 
le  atmosphere.  "Everything  is  linked  to  the  emotion  you  expe- 
ence  at  the  moment  of  creating." 

I  ask  if  he  feels  intruded  upon  by  my  questions. 

"Oh,  no!"  he  says.  "I'm  very,  very  happy.  There  are  no  secrets, 
ou're  the  first  person  who  has  asked  since  a  German  15  years 
m\  I  say,  merci,  merci,  merci." 

Two  days  later,  just  before  I 
:ave,  he  presents  me  with  a  heavy 
vatch  of  shimmering  silver.  Its 
etailed  imagery  recalls  the  earlier 
onversation  about  wind  and 
letaphor.  Mountains  and  wells 
;fer  to  our  desert  journey.  A  ladder 
ins  up  the  left  side,  symbolizing 
le  sadness  of  my  impending  de- 
arture.  It  is  signed  in  Tifinar,  the 
'uareg  alphabet.  The  piece  is  a 
oem  about  friendship. 

It  has  one  notable  weakness, 
'he  necklace,  a  leather  cord  that's 
sed  to  loop  a  camel's  nostril,  is  not 
''orthy  of  it.  Brizot  suggests  replac- 
ig  it  later. 

"Will  it  hold?"  I  ask  him. 

"It  should." 

I'm  delighted.  Abda  and  I  stand  in 
ie  courtyard  saying  long  good-byes. 
Liter  you  shake  hands,  you  put  your 
ngers  to  your  chest  as  a  way  of  say-  • 
lg  you've  received  the  person  into 
our  heart.  I  do,  and  my  fingers  land 
n  the  talisman.  Then  Brizot  takes 
le  to  the  airport,  where  the  plane, 
las,  is  delayed,  so  we  go  back  to  town 
3r  lamb  couscous  and  Cokes. 

"It's  an  amazing  piece  he  made," 
>rizot  said.  "It's  museum  quality." 

"I've  never  had  a  piece  of  jewelry 
hat  I  cared  about,"  I  say.  This  really  has  meaning  to  me." 

I  put  my  hand  to  my  chest  to  take  it  out.  Only. .  .it's  gone.  We 
30k  everywhere.  I'm  bereft,  worse  than  when  I  learned  that  I  had 
10  clothes.  Brizot  lights  a  cigarette  and  philosophizes  Frenchly 
>n  the  meaning  of  what's  happened. 

"A  blacksmith  might  say  the  spirits  wanted  you  to  learn  some- 
hing,"  he  says.  "Maybe  it's  something  that'll  be  in  your  story." 

"I'd  rather  just  have  the  tcherol."  I'd  like  the  moment  back  to 
uck  the  talisman  into  my  pocket.  I  never  had  an  object  for  such 
.  short  time  and  felt  its  loss  so  keenly.  • 
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Clockwise  from  top  right: 
the  Sultan's  bodyguard;  the 
Auberge — mud  cottages 
built  on  a  hilltop  over- 
looking the  Timia  oasis; 
some  Tuareg  still  travel  by 
camel;  detail  of  an  ancient 
rock  painting  in  the  desert . 
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1  leavy  lifting:  Glashiitte's 
limited-edition  Original 
Pano  Navigator,  $51,500, 
is  housed  in  a  44.2mm 
platinum  case;  Carl  F. 
Bucherer's  TravelTec  GMT 
in  stainless  steel  is  a 
whopping  46.6mm.  $10,400. 
Opposite:  Cartier's  Rotonde 
de  Cartier  42mm  Day 
and  Night  watch  in  white 
gold  proves  that  big  can 
also  be  beautiful.  $32,800. 


THE  BIG  TIME 

Forget  downsizing.  When  it  comes  to  watches,  bigger  is  better. 
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'  1  ajor  statements: 
The  Flying  B  watch  in 
stainless  steel  by  Breitling 
for  Bentley  has  a  towering 
case  (57.3mm  vertically) 
and  a  "Neptune  blue" 
dial.  $12,620.  Bulgari's 
48mm  platinum  ASIOMA 
Multi-Complications 
Tourbillon  is  available  in 
a  limited  edition  of  just 
25  pieces  worldwide. 
$134,000.  Opposite:  The 
BR01-97  with  power  reserve 
by  Bell  &  Ross  combines 
two  trends  in  one:  It's 
big  (46mm)  and  made  in 
this  season's  hottest 
metal,  pink  gold.  $19,000. 


Today's  designers  have 
discovered  that  the 
decade  that  invented 
glam  design  just  keeps 
stay  in'  alive.  Can  you  dig? 

By  Jeff  Turrentine 


Clockwise  from  near 
right:  a  Paul  Evans 
"Cityscape"  table; 
Melinamade 
wallpaper  in  those 
familiar  earth  tones; 
Karl  Springer's 
coffee  table,  from 
the  collection  of 
Imelda  Marcos;  fabric 
from  Marimekko. 


• Everybody  who  lived  through  the  1970s  has  his  or  her  own 
perfectly  sound  reasons  for  wanting  to  forget  them:  gas 
lines,  stagflation,  Cold  War-inspired  panic  attacks,  Super 
Jowl  halftime  shows  featuring  Up  with  People.  And  no  survey 
if  the  decade  and  its  discontents  is  complete  without  an  attack  on 
70s  decor,  with  all  those  brown-and-avocado  kitchens,  all  that 
hiny  Lucite  and  fiberglass,  all  that  ghastly  floral  wallpaper, 
iating  the  period  and  its  proudly  synthetic  furnishings  is  considered 
lormal;  celebrating  it  is  considered  outre,  even  slightly  sinister. 

But  were  the  '70s  really  that  bad,  aesthetically  speaking,  or  is 
he  decade's  much-maligned  style  simply  a  victim  of  guilt  by 
ssociation?  In  fact,  while  many  designers  from  the  period  were 
;leefully  vaulting  over  the  top  (e.g.,  Finland's  Eero  Aarnio,  whose 
Tomato"  and  "Pony"  chairs  were  intended — alas — to  resemble 


their  namesakes;  or  his  Danish  colleague  Verner  Panton, 
whose  red  plastic  coffee  table  was  illuminated  from  within), 
many  others  were  quietly  carrying  on  in  the  tradition  of  the 
great  modernists:  carefully  walking  the  tightrope  between 
expressiveness  and  utility,  gamely  trying  out  new  techniques 
and  materials.  Today,  the  work  of  these  men  and  women 
is  getting  a  second  look  from  discerning  collectors,  who  see 
it  rightly  as  mid-century  modernism's  neglected  bookend. 

They're  reconsidering  people  like  Paul  Evans,  a  craftsman 
from  Bucks  County,  PA,  who  was  lucky  enough  to  land  a 
fellowship  to  Michigan's  Cranbrook  Academy  of  Art  in  the 
early  1950s,  where  the  ideas  of  founding  architect  Eliel 
Saarinen  must  have  made  quite  an  impact.  Evans's  work  in  the 
1970s,  under  the  aegis  of  furniture  manufacturer  Directional, 
was  strikingly  architectural,  he  even  went  so  far  as  to  name  his 
most  famous  collection  "City   ape"  in  homage  to  the  Miesian 
glass-and-metal  skylines  that  inspired  it.  Other  Evans  pieces 
prized  by  21st-century  collectors  include  those  done  in  his 
signature  patchwork  style,  for  which  blocks  of  several  different 


types  of  wood  and  metal  might  come  together  to  form  a 
geometrically  complex  work  of  functional  art. 

Another  designer  whose  1970s  output  is  beginning  to 
draw  new  attention  is  Karl  Springer,  a  German  immigrant 
who  began  his  career  as  a  Lord  &  Taylor  window  dresser  and 
went  on  to  serve  as  a  sort  of  custom  furniture  maker  for  the 
Studio  54  demimonde.  When  you  try  to  imagine  the  spot  in 
Mick  and  Bianca's  apartment  in  which  they,  Halston  and 
Andy  may  have  casually  tossed  their  coats  while  coming  down 
after  a  long  night,  it's  a  Karl  Springer  piece  you  might  see,  or 
perhaps  several  of  them:  a  snakeskin-wrapped  console  in  the 
shape  of  a  Chinese  altar,  or  a  coffee  table  of  polished  brass 
with  a  thick  glass  top,  or  maybe  a  bronze  and  chromed-steel 
chair  with  a  ridge  of  clear  Lucite  for  a  back.  Say  what  you 
will  about  them,  Springer's  designs  probably  do  more  than 
anyone's  to  bring  back  the  era  in  all  of  its  highly  reflective 
fabulousness.  As  a  new  generation's  curiosity  about  that  time 
and  place  grows  (a  Halston  biopic,  starring  Brendan  Fraser, 
is  currendy  in  the  making),  one  can  expect  Karl  Springer's 
stock  to  rise  even  higher. 

The  55-year-old  Finnish  textile  company  Marimekko  has 
rebounded  after  a  long  slump  (it  nearly  went  bankrupt  in  the 
1980s);  one  reason  is  that  its  irrepressibly  cheerful  signature 
style — bright  colors  and  big,  bold  patterns — has  caught 
on  among  retro-minded  hipsters  rebelling  against  the  tasteful 
tyranny  of  earth  tones.  The  work  of  one  of  Marimekko's 
most  influential  designers,  Maija  Isola,  is  consequently 
enjoying  something  of  a  renaissance.  Though  she  continued 
to  work  until  the  late  1980s  (she  died  in  2001),  it's  her 
patterns  from  the  '60s  and  '70s  that  are  gracing  windows, 
tulip  tables  and  expensive  platform  beds  from  Chelsea  to 
Silver  Lake:  stylized  flowers,  stippled  pinwheels,  even  slices 
of  fruit,  all  rendered  in  unabashedly  saturated  tones  and 
densely  repeated.  Generally  the  rule  seems  to  be:  The  farther 
a  style  fell  out  of  fashion  during  the  '80s  and  '90s,  the  bigger 
its  bounce  back  up  the  scale  of  2 1  st-century  respectability. 
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es,  that's  right:  The  wallpaper  from 
your  parents'  breakfast  nook — the 
wallpaper  that  actually  made  you  feel 
sick,  just  from  staring  at  it  for  too  long, 
when  you  came  home  that  time  at  2  a.m. 
with  a  stomach  full  of  pizza  and  a 
bloodstream  full  of  Falstaff — is  now 
considered  white-hot.  It's  money  in  the  bank 
for  San  Francisco-based  Melina  Copass, 
whose  company,  Melinamade,  resuscitates 
patterns  and  motifs  from  30-  to  40-year-old 
designs  for  wallpaper,  fabric  and  glassware. 
Recently  she  secured  the  rights  to  rerelease  a  number  of  vinyl 
wallpapers  from  the  1970s,  inspired  by  the  "Op- Art" 
movement  that  precipitated  enough  headaches  to  sustain  the 
entire  aspirin  industry  throughout  the  Ford  and  Carter 
administrations.  They're  not  for  everyone,  and  they're  damned 
sure  not  for  every  room;  but  in  small  doses  (with  a  chaser  of 
irony),  they're  fun  and  nostalgic.  And  still  very,  very  trippy.  • 

Marimekko,  New  York,  (212)  628-8400,  www.marimekko.com. 
Melinamade,  San  Francisco,  (530)  339-5211,  www.  melina 
made.com.  Paul  Evans  and  Karl  Springer  furniture  is  available 
at  Todd  Merrill  Antiques,  New  York,  (212)  673-0531, 
www.  merrillantiques.  com. 
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ELEMENTS  OF  STYLE,  PAGES  100-107 
3DDW:  BDDW,  New  York,  (212)  625-1230, 

HERMES:  select  Hermes  stores,  (800)  441-4488, 
www.hermes.com 

J.M.  WESTON:  J.M.  Weston,  New  York,  (212) 
535-2100 

JOHN  LOBB:  John  Lobb,  New  York,  (212)  888- 

Boston,  (212)  675-5200,  www.robertmarc.com 

ROBERT  TALBOTT:  Robert  Talbott,  (800)  747- 
8778,  www.roberttalbott.com;  Stackpole  Moore 
Tyron,  Hartford,  CT;  Bauman's  Men's  Shop,  Little 
Rock;  Pockets,  Dallas;  Mario's,  Seattle;  Button 
Down,  San  Francisco;  and  Khaki's,  Carmel,  CA 

www.bddw.com 

BELVEST:  Davide  Cenci,  New  York;  Damiani, 
Miami;  Cuff,  Cleveland;  Stanley  Korshak,  Dallas; 
Scott  &  Company,  Los  Angeles;  and  Wilkes 
Bashford,  San  Francisco 

BERLUTI:  Berluti,  New  York,  (212)  439-6400, 
www.berluti.com 

CAMILLA  DIETZ  BERGERON,  LTD:  Camilla  Dietz 
Bergeron,  Ltd.,  New  York,  (212)  794-9100 

CANALI:  Canali,  www.canali.it;  and  select 
Bloomingdale's,  Nordstrom,  Saks  Fifth  Avenue  and 
Barneys  New  York  stores 

CHISTA:  Chista,  New  York,  (212)  924-0394, 
www.chista.net 

DAVID  CHU:  Mario's,  Seattle;  M.  Penner,  Houston; 
and  select  Saks  Fifth  Avenue  stores 

DOLCE  &  GABBANA:  select  Dolce  &  Gabbana 
boutiques,  (877)  70-DGUSA,  www.dolcegabbana.it 

DUNHILL:  Dunhill,  New  York,  (800)  776-4053, 
www.dunhill.com 

HART  SCHAFFNER  MARX  MONOGRAM:  select 
Saks  Fifth  Avenue  stores 


9797,  www.johnlobb.com 

JOHN  VARVATOS:  John  Varvatos,  New  York,  Los 
Angeles,  Las  Vegas,  South  Coast  Plaza  and  Short 
Hills,  NJ,  (212)  965-0700,  www.johnvarvatos.com; 
and  select  Neiman  Marcus  stores 

JOHN  VARVATOS  EYEWEAR:  Base  Curve, 
(877)  777-1677,  www.basecurveeyewear.com 

JOSEPH  ABBOUD:  select  Lord  &  Taylor, 
Nordstrom  and  Bloomingdale's  stores 

MARTIN  DINGMAN:  Martin  Dingman,  (800)  955- 
2358,  www.martindingman.com 

NARCISCO  RODRIGUEZ:  select  Barneys  New  York 
stores 

PANTHERELLA:  British  Apparel  Collection,  (800) 
451-3985,  www.britishapparel.com;  Bergdorf 
Goodman  Men,  New  York;  and  select  Barneys  New 
York  and  Neiman  Marcus  stores 

PRADA:  select  Prada  boutiques,  (888)  977-1900; 
shirt  also  at  select  Neiman  Marcus  stores 

RALPH  LAUREN  PURPLE  LABEL:  select  Ralph 
Lauren  stores,  (888)  475-7674,  www.polo.com 

ROBERT  MARC:  Robert  Marc,  New  York  and 


SALVATORE  FERRAGAMO:  select  Salvatore 
Ferragamo  stores,  www.ferragamo.com 

THE  BIG  TIME.  PAGES  114-119 

BELL  &  ROSS:  Bell  &  Ross,  (888)  307-7887, 
www.bellross.com;  Feldmar  Watch,  Los  Angeles; 
and  select  Barneys  New  York  stores 

BREITLING  FOR  BENTLEY:  Breitling, 
www.breitling.com 

BULGARI:  Bulgari  boutiques,  (800)  BVLGARI, 
www.bulgari.com 

CARL  F.  BUCHERER:  Carl  F.  Bucherer,  (800)  395- 
4306,  www.carl-f-bucherer.com 

CARTIER:  Carrier  boutiques,  (800)  CARTIER, 
www.cartier.com,  and  select  Tourneau  stores 

GLASHUTTE:  Glashiitte,  (866)  203-8699, 
www.glashuette-original.com 

IWC:  IWC,  www.iwc.com,  and  select  Tourneau  stores 

TAG  HEUER:  TA(  '■  1  leuer,  www.tagheuer.com 

ZENITH:  Zenith,  www.zenithwatches.com, 
and  select  Tourneau  stores 
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Words  and  phrases  of  the  media  elite !  A  car  lover's  Utopia  !  Mozart's  unappreciated  opera  |  Monster  movies,  old  and  new 


Clockwise  from  top: 
John  Currin's  Ms. 
Omni,  Takashi 
Murakami's  Tan 
Tan  Bo  Puking  and 
Tim  Noble  and 
Sue  Webster's  Toxic 
Schizophrenia 


COLLECTING 
CONTEMPORARY, 
by  Adam  Lindemann; 
Taschen;  $30 

Investors  looking  to  fortify 
their  bank  accounts  may  trade 
in  real  estate  and  stocks, 
but  for  those  seeking  status, 
nothing  can  compare  to 
a  world-class  collection  of 
contemporary  art.  With  six-  and  seven- 
figure  price  tags  and  fluctuating  values, 
key  pieces  by  celebrity  artists  such  as 
Jeff  Koons  attest  to  the  fearless  wealth 
of  their  owners.  More  crucially,  in  a 
market  tightly  controlled  by  mega-dealers 
including  Larry  Gagosian  and  Marc 
Glimcher,  possessing  such  cultural 
commodities  signifies  negotiating  savvy. 
Interviewing  an  impressive  array  of 
gallery  owners,  auctioneers,  consultants, 
curators  and  collectors — including  the 
elusive  Charles  Saatchi — Adam 
Lindemann  effectively  lays  down  the 
basics  for  status-seekers  wishing  to 
appreciate  the  significance  of  purchasing 
a  dead  sheep  suspended  in  formaldehyde 
by  Damien  Hirst  versus  a  dead  horse 
taxidermied  by  Maurizio  Cattelan. 
Hirst's  sheep  is  more  iconic,  the  safer 
investment.  Betting  on  Cattelan's 
horse  therefore  demonstrates  greater 
sophistication  and  daring.)  Lindemann's 
interviewees  also  candidly  discuss  the 
rules  of  the  game,  from  the  politics  of 
gallery  waiting  lists  to  the  risks  of 
reselling  at  auction  without  the  dealer's 
blessing,  in  a  market  characterized  by  big 
egos  and  small  inventories.  "It's  simple 
math,"  says  Glimcher.  "[0]nly  a  tiny 
segment  of  our  population  is  capable 
of  making  art  and  only  a  tiny  segment  is 
going  to  be  able  to  afford  it. ...There's 
no  way  that  great  art  can  be  made 
democratically."  While  this  would  seem  to 
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nder  contemporary  art  little  more  than  a 
auble  for  the  rich,  the  combination 
inherent  rarity  and  ready  money  has  at 
ast  one  unexpectedly  democratic 
bnsequence:  Gallerists  concerned 
tth  the  long-term  reputation  of  their 
|tists  often  now  give  priority  access  to 
bllectors  promising  to  donate  their 
jrchases  to  museums.  "It's  like  building 
indamentals  in  an  undervalued  company," 
iys  New  York  dealer  Marianne  Boesky. 
t  raises  the  profile  and  prestige  of  the 
list" — not  to  mention  the  profile  of  the 
al lery  and  the  prestige  of  any  collector 
nested  in  that  artist's  skyrocketing  stock. 

— JONATHON  KEATS 

ORGETFULNESS, 

y  Ward  Just;  Houghton  Mifflin;  $25 

W~WT^WT~  Over  almost  40  years 

J  fj  Ip?  and  14  novels,  Ward  Just 
has  gathered  critical 
acclaim,  though  perhaps 
not  the  widespread 
readership  he  deserves. 
Forgetfulness,  his 
engrossing  new  novel 
bout  an  American  expatriate  whose  wife 
lay  or  may  not  have  fallen  victim  to 
jrrorists,  gives  fresh  cause  for  an 
ltroduction.  Like  Graham  Greene  or 
ohn  le  Carre,  Just  poses  tricky  political 
nd  emotional  questions:  Does  personal 
agedy  license  moral  compromise? 
i  the  War  on  Terror  an  open  field  for 
;venge?  Thomas  Rail les,  a  painter  and 
ometime  spy,  loses  his  wife,  Florette, 
)  four  mysterious  men  outside  their 
i Mage  in  the  French  Pyrenees.  Her 
ody  is  found  half-frozen,  her  throat  cut. 
/eeks  later,  Railles's  loyal  friend 
nd  CIA  contact,  Bernard  Sindelar, 
jrns  up  a  gang  of  Moroccans  detained 
i  Le  Havre  with  purported  terrorist 
onnections,  one  of  whom,  under 
uestionmg,  mentions  Florette's  name, 
indelar  presses  Rail  les  to  witness  the 
ngoing  interrogation,  to  medicate  his 
rief  with  a  dose  of  torture.  Railles's 
mbivalence,  his  twin  desires  to  avenge 
is  wife's  death  and  regain  some 
quilibrium  by  putting  it  behind  him, 
ive  Forgetfulness  its  depth  of  feeling. 
!ailles  wants  certainty  and  closure — 
wo  comforts  the  novel  reminds  us  are 
carce  on  the  ground  these  days. 

—TAYLOR  ANTRIM 


THE  SKINNY  ABOUT 
DOILIES.  BEST  BOTS. 
GREEN  RO0MS.VENTAS. 

 I  J.  Ml  D  I  LINGO 


THE  SKINNY  ABOUT  BEST  BOYS, 
DOLLIES,  GREEN  ROOMS, 
LEADS,  AND  OTHER  MEDIA  LINGO, 

by  Richard  Weiner; 
Random  House;  $15 

I  am  writing  this  review 
on  deadline,  which, 
according  to  Richard 
Weiner's  nifty  little  guide 
to  industry  lingo,  derives 
from  the  line  drawn 
in  the  ground  around  the 
notorious  Civil  War  prison 
at  Andersonville,  Georgia: 
If  you  stepped  over  it,  you  were  shot. 
Our  managing  editor  does  that  to  writers 
who  miss  theirs.  Mr.  Weiner's  book 
is  anything  but  DBI,  the  term  applied 
by  Wall  Street  Journal  editors  to 
"dull  but  important"  stories.  The  Random 
House  flacks — a  derogatory  term  for 
"publicists,"  deriving  from  the  World 
War  1 1— era  German  word  for  an  antiaircraft 
cannon,  Fliegerabwehrkanone — should 
have  an  easy  time  promoting  this  fun  and 
informative  book.  Only  a  bookragger,  that 
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is,  a  consistently  negative  book  reviewer, 
would  not  enjoy  it.  Did  you  know  that  DVD 
stands  for  Digital  Video  and  Disc?  Or  that 
to  jump  the  shark  denotes  the  moment  a 
TV  series  starts  to  go  downhill,  dating  to 
the  episode  of  Happy  Days  when  the  Fonz 
water-skied  over  one?  Meanwhile,  should 
you  find  yourself  being  interviewed  on  TV, 
you'll  want  to  watch  out  for  the  tally  light, 
the  (infamous)  little  red  light  indicating 
when  the  camera  is  on.  I've  been  using  the 
word  bellwether  (predictor  or  trendsetter) 
for  a  long  time,  but  am  glad,  if  slightly 
appalled,  to  learn  that  it  comes  from  the 
wether  (castrated  male  sheep)  around 
whose  neck  a  bell  is  tied  so  that  it  can  lead 
the  flock.  I  was  delighted  to  learn  that  there 
is  a  trailer,  of  the  kind  that  actors  hang 
out  in  while  waiting  for  their  next  scenes 
to  be  shot,  called  a  double  banger.  It's  a 
trailer  that  accommodates  two  actors.  Why, 
I  wonder,  would  it  be  called  this?  In  the 
event  Weiner's  book  is  ever  made  into  a 
successful  film,  then  it  will  be  considered 
within  the  industry  to  be  a  tentpole.  Can't 
imagine  where  that  came  from,  either. 

—CHRISTOPHER  BUCKLEY 


TEST  DRIVE  UNLIMITED;  Atari;  $40  (XBOX  360) 
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F  J     Let's  say  you're  a  young  hipster  with  a  taste  for  the  good  life  and  a  love  of 

reckless  driving,  and  that  one  day  you  find  yourself  on  the  Hawaiian  island  of 

£Oahu  with  enough  money  to  buy  a  sleek,  modernist  crib,  some  snazzy  threads 
and  a  new  car.  A  nice  starter  car,  like  an  Audi  A4  or  a  Lotus  Elise  R.  Then 
imagine  that  your  only  compulsion  is  to  drive  around  the  island  in  search 
of  similarly  fabulous  people  willing  to  race  against  you  for  cash.  Beat  these 
opponents,  and  you'll  be  able  to  afford  more  clothes,  houses  and  vehicles,  all 
of  which  you  may  later  resell  on  an  open  market  for  a  profit,  thereby  acquiring 
even  bigger  properties,  multislot  parking  garages  and  still  more  cars,  each 
one  faster  and  flashier  than  the  last.  This  consumerist 
Utopia  comes  to  life  in  Atari's  new  "massively  open 
online  racing"  game,  Test  Drive  Unlimited.  At  the  core, 
it's  a  driving  simulator  like  Gran  Turismo  or  Forza 
Motorsport,  with  82  models  of  cars  and  eight  motorcycles, 
all  authentically  re-created.  But  Atari  has  taken  that 
basic  formula  and  ported  it  to  an  online  world  in  the 
style  of  games  like  Everquest,  where  one  can  create  his 
own  unique  character,  then  set  him  free  to  wander 
large-scale  environments  among  thousands  of  other 
online  players.  In  the  automotive  la-la  land  that  is  Test 
Drive  Unlimited,  there  are  more  than  1,000  miles  of 
roads,  30  car  dealerships,  30  diners  and  drive-ins, 
eight  real  estate  offices  and  three  radio  stations.  It's  a 
gregarious  place:  Players  chitchat  with  one  another, 
form  clubs  and  stage  their  own  tournaments.  Or  they  can  simply  wander  around  in 
search  of  cocksure  opponents.  There's  just  one  thing  conspicuously  missing  from  this 
car  lover's  paradise:  $3/gallon  gasoline.  Now  that's  utopia.  — THOMAS  JACKSON 
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W.A.  MOZART, 
LA  CLEMENZA  Dl  TITO, 

Rene  Jacobs;  Harmonia 
Mundi;  $35 

Wolfgang  Amadeus  Mozart  is 
believed  to  have  written 
La  Clemenza  di  Tito  in  just 
18  days.  Not  a  bad  effort 
for  a  sick,  impoverished 
35-year-old  destined 
to  succumb,  just 
a  few  months  later,  to 
something  called 
"severe  military  fever."  For  many  years 
after  its  completion  in  1791,  the  work 
was  popular  among  audiences,  but 
sometime  in  the  19th  century  it  drifted 
out  of  the  operatic  canon  and  disappeared 
from  the  stage.  Scholars  had  come  to  see 
La  Clemenza  as  one  of  Mozart's  weaker 
works,  something  he'd  whipped  up  hastily 
for  the  money.  (It  was,  after  all,  a 
commission  for  the  coronation  of  the  King 
of  Bohemia,  assigned  just  two  months 
before  its  due  date.)  Others  saw  it  as 
outmoded,  even  at  the  time  it  was  written. 
Those  views  prevailed  well  into  the  20th 
century,  until,  in  the  1940s  and  '50s, 
a  few  opera  companies  began  performing 
it  again.  La  Clemenza  has  been  on  the 
rebound  ever  since — Jean-Pierre  Ponnelle 
produced  it  to  great  acclaim  in  1969; 
Opera  Australia,  in  1991 — gradually 
gaining  new  respect  as  a  more  serious  but 
powerful  counterweight  to  the  composer's 
other  opera  of  the  same  year,  The 
Magic  Flute.  The  latest  chapter  in  La 
Clemenza  di  Tito's  comeback  is  this  new 
interpretation  from  conductor  Rene  Jacobs 
and  the  Freiburger  Barockorchester. 
Unlike  previous  versions,  Jacobs's 
rehabilitates  the  score  in  its  entirety, 
incorporating  original  passages  recently 
recovered  in  an  archive  in  Prague,  where 
the  opera  was  first  performed.  The 
result  comes  closer  than  any  other 
recording  to  re-creating  the  work  as  Mozart 
intended  it,  in  all  its  unsung  glory.  — TJ 

MEADOW, 

Richard  Buckner;  Merge;  $15 
GET  LONELY, 

The  Mountain  Goats;  4AD;  $15 

Coffeehouse  stages  may  have  given  them 
a  bad  name,  but  folk  singers  are  not  all 


tenderfoot  strummers  with  notebooks  full 
of  over-earnest  lyrics.  Richard  Buckner 
and  John  Darnielle  of  The  Mountain 
Goats  have  been  writing  intelligent, 
compelling  folk-rock  since  the  early 
'90s;  new  records  from  each  are  worthy 
additions  to  their  catalogs.  Meadow  is 
Buckner's  eighth 
full-length,  and  its 
lush,  rock-tinged 
sound  recalls  '98's 
rollicking  Since 
more  than  '04's 
moody  Dents  and 
Shells.  His  melodies 
are  still  ringingly  good,  his  writing  still 
elliptical  and  arresting.  John  Darnielle, 
frontman  for  The  Mountain  Goats,  is 
even  better  known  for  his  literate  lyrics- 
and  his  prolific  songwriting.  Starting 
in  1991  with  a  string  of  cassette-only 


I releases, 
l 'f    Darnielle  has 
WL       "bUl   recorded  almost 
-  '  n^i^^H   500  Songs' 
ffi*  many  of  them 

jSMHsD^I   raw>  word-stuffed 
*^IMB   etches.  Last 
year's  album, 
The  Sunset  Tree,  was  a  more- 
polished  breakthrough,  full  of  layered 
arrangements  and  driving  melodies.  Get 
Lonely  is  less  immediately  commanding, 
but  gradually  it  too  takes  its  hold.  Many 
of  the  songs,  like  the  lovely  opener 
"Wild  Sage"  and  the  slow,  haunting  title 
track,  reveal  their  quiet  power  over  time. 
The  lyrics  are  elegiac  and  introspective; 
as  with  any  Mountain  Goats  record, 
the  best  of  them  ("I  hear  angels  in  my 
ear  like  marbles  being  thrown  against 
a  mirror")  get  stuck  in  your  head.  — TA 
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GODZILLA/GO JIRA;  Classic  Media;  $22 
NEGADON;  Central  Park  Media;  $15 


Any  veteran  of  1970s  rainy-Saturday-afternoon  TV  is  familiar  with  the 
radioactive-fire-breathing  dragon  known  as  Godzilla.  The  American  version 
of  the  movie,  which  features  Raymond  Burr  as  an  American  reporter 
clumsily  spliced  in  to  provide  English  narration  (he  never  actually  interacts 
with  any  of  the  Japanese  characters),  is  indisputably  a  bad  film,  and  even 
its  original-length  Japanese  version,  Gojira,  suffers  from  a  clunky  script, 
cheap  special  effects  and  wooden  performances  (the  monster  is  by  far  the  most 
animated  character).  But  it's  still  got  some  great  startles,  such  as  the  first  appearance 
of  Godzilla,  and  the  mournful  sound  track  underscores  the  story's  poignancy.  A  scene 
in  which  children  are  measured  for  radiation  exposure  can  actually  leave  a  lump  in  your 
throat,  filmed  as  it  was  less  than  ten  years  after  Hiroshima.  Godzilla  has  spawned 
generations  of  Japanese  monster  movies,  the  most  recent  being  the  entirely  computer- 
generated  Negadon:  The  Monster  From  Mars.  This  short,  by  Jun  Awazu,  is  surprisingly 
sophisticated  in  its  look,  which  evokes 
Bladerunner,  and  in  its  storytelling:  The  character 
called  upon  to  fight  the  invading  creature — which 
resembles  a  strange  metallic  hybrid  of  a  turtle, 
a  horseshoe  crab  and  a  bird  of  paradise — 
is  a  down-and-out  scientist  still  mourning  the 
accidental  death  of  his  young  daughter  a  decade  . 
earlier.  There  are  explosions  and  fireballs,  but  the 
liver  spots  on  the  scientist's  face,  the  rings  of 
smoke  he  blows  and  other  quiet  details  are  just 
as  visually  impressive.  Judging  by  the  DVD's 
endless  extras  (the  director's  narration,  a  "making  of"  and  assorted  trailers,  to  name  a 
few),  Awazu  views  his  work  as  a  worthy  successor  to  that  of  his  heroes.  He's  even 
invented  something  called  the  Awazu  Filter,  which  adds  moving  vertical  lines, 
scratches,  dust  and  other  imperfections  that  recall  his  childhood  favorites.  Awazu  may 
be  deadly  serious,  but  his  movie  is  all  fun.  —LORRAINE  CADEMARTOR I 
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Capresso 

Jura-Capresso  IMPRESSA  Z5 
The  first  and  only  automatic  coffee 
center  that  creates  cappuccinos  or 
lattes  with  one  push  of  a  button 
without  moving  the  cup. 
Visit  www.capresso.com/fo 
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Halekulani 

Halekulani,  on  the  beach  at 

Waikiki,  blends  the  magnificence 

of  the  island's  beauty  and  gracious 

Hawaiian  hospitality. 
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experience. 

Call  1-800-367-2343  or  visit 

www.halekulani 

Prince  Resorts  Hawaii 
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Breitling 

Breitling  has  created  precision 
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innovation  and  reliability  are 
critical. 

Visit  www.Breitling.com 
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Roy's 

Roy's  features  Hawaiian  Fusion 
Cuisine  -  the  freshest  local  ingredients, 
European  sauces,  bold  Asian  spices,  with 
a  focus  on  Fresh  Seafood. 
Visit  www.roysrestaurant.com 

Retail 

Allen-Edmonds 

Handcrafted  in  the  United  States  since 
1922,  Allen-Edmonds  is  the  premier 
manufacturer  and  marketer  of  men's 
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www.allenedmonds.com 
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Visit  www.marquisjet.corn 

Monaco  Government  Tourist  Office 

The  Principality  of  Monaco,  as  grand 
as  ever.. .and  yet  suprisingly  affordable! 
Experience  a  place  where  romance, 
royalty,  history  and  magic  all  unite. 
For  exclusive  packages  at  extraordinary 
rates  go  to  Www.MonacoAuction.com 
Call  800-753-9696  or  visit  www.visit- 
monaco.com 
Residential  Cruise  Line 
For  200  fortunate  owners, 
the  entire  planet  is  now  home. 
Presenting  Magellan,  the  most 
extraordinary  residential 
experience  ever  conceived, 
fractional  ownership  from 
$156K.  Full  ownership  from 
$1,875  Million. 
Call  1-480-497-8833  or  visit 
www.ResidentialCruiseLine.com 
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1   A    rank  Carfare,  owner  and  chief  designer  of 
Desiron,  a  New  Jersey-based  custom 
contemporary  furnishings  company,  trained 
as  an  architect  in  France  and  spent  time  on  Wall 
Street.  Finally,  he  found  his  calling  in  the  family 
business — metalworking  and  design,  which  he  first 
learned  from  his  grandfather,  an  Italian  emigre  and 
lifelong  craftsman.  A  marathoner,  sport-fisherman 
and  motorcycle  enthusiast,  Carfaro  has  a 
showroom  in  New  York  and  recently  opened  his 
second,  in  West  Hollywood,  California. 

Why  didn't  you  pursue  architecture? 
Most  of  the  things  I  design  are 
architecture-inspired.  But  it's  not  pragmatic 
enough  for  me.  Model-building  wasn't  doing  it 
for  me.  And  draft  work  is  just. .  .forget  it. 


What  did  you  do  instead1? 

I  ended  up  on  Wall  Street,  in  the  credit  training  program  for 
Dun  oc  Bradstreet.  I  was  analyzing  mid-cap  companies  and 
small-cap  companies,  doing  a  lot  of  ratings  work  for  them,  so 
I  would  go  out  and  meet  the  principals  and  often  there  was 
the  grandfather,  the  father.  It  was  just  very  similar  to  what  I 
had  grown  up  with. 

How  did  your father  react  to  your  change  of  career  out  of  finance? 
He  was  livid.  My  dad  never  graduated  high  school  and  he  was 
very  successful  and  the  first  words  out  of  his  mouth  were, 
"I've  paid  for  this  illustrious  education!  Why  would  you  want 
to  come  back  to  [something]  I've  been  trying  to  get  away 
from?  If  you  go  off  the  reservation,  you're  on  your  own." 


So...? 


I  tanked  my  401k.  I  wasn't  investment-banking  savvy,  I  was 
just  going  to  go  out  and  do  it  on  my  own.  I  took  these 
products  up  to  the  76th  Street  flea  market  [on  Manhattan's 
Upper  West  Side].  I  designed  a  couple  of  things,  loaded  them 
up  in  a  van  my  uncle  had  given  me,  and  the  first  day  I  sold 


*    ~ —  """«.-  \  everything.  There  was  a  chair,  a  bed,  a  bench, 

**  and  people  went  bonkers.  The  third  week,  I 

£  brought  a  tape  measure,  a  drafting  pad,  a  stack  i 

sales  slips,  and  that  Saturday  I  wrote  $24,000  in  orders. 

Are  the  pieces  in  L.A.  any  different  from  the  ones  in  your  New 
York  location? 

Just  by  the  nature  of  the  architecture  there,  people  have  mon 
space,  so  I  used  different  fabrics,  different  textiles.  It's  a 
lighter,  beachier  but  sophisticated  feel.  Beach  and 
Hollywood  kind  of  come  together  there,  so  it's  lighter  woods 
and  polished  stainless  steel. 

What  was  the  strangest  request  you  ever  got? 
A  canopy  bed.  The  clients  wanted  to  put  hooks  on  it,  and 
then  they  wanted  to  make  sure  the  hooks  could  support  400 
pounds,  and  then  they  had  pulleys  attached  to  the  hooks.... 
They  wanted  to  make  sure  the  bed  could  hold  like  three 
or  four  people.  It  got  really  weird.  I  tried  to  distance  myself 
from  that  pretty  quick. 

What  would  you  do  if  you  couldn't  do  what  you're  doing? 
I'd  be  a  guide  for  Chugach  Powder  Guides'  Kings  &  Corn 
trips  in  Alaska.  They  take  you  heli-skiing  in  the  morning 
and  fly-fishing — while  drinking  scotch — in  the  afternoon. 


Desiron,  New  York,  (212)  353-2600,  or  West  Hollywood, 
(310)  289-1600,  www.desiron.com. 
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Pa/ho  Veatlmer 

Cartier  pays  tribute  to  the  round  watch  created  in 
the  middle  of  the  last  century  with  a  new  striking 
and  sporty  addition  to  the  Pasha  de  Cartier  collection: 
Pasha  Seatimer.  An  original  model  with  a  daring 
combination  of  materi 


I 


J 


1-800-eartier  -  www.cartier.com 


They  said  give  up. 
They  said  it  couldn't  be  done. 
They  said  I'd  regret  it. 
They  were  wrong. 
My  dream  is  to  rise  to  every  challenge. 
And  from  up  here, 
all  the  mountains  look  like  molehills. 


LINCOLN 

Reach  Higher 

■ ...  i  TSfi  ,  ■       ■  „»,   ,  „;0r  .^.; 

|lntroducing  the  new  2007  Lincoln  Navigator,  with  a  5.4L  V-8  and  independent  suspension. 
jSuddenly,  even  the  biggest  bumps  in  the  road  seem  smaller.  Life's  calling.  Where  to  next? 

...  •..  lincoln.com 


They  said  give  up. 
They  said  it  couldn't  be  done. 
They  said  I'd  regret  it. 
They  were  wrong. 
My  dream  is  to  rise  to  every  challenge. 
And  from  up  here, 
all  the  mountains  look  like  molehills. 


L  I  N  C  OLN 

Reach  Higher 


Introducing  the  new  2007  Lincoln  Navigator,  with  a  5.4L  V-8  and  independent  suspension,. 
Suddenly,  even  the  biggest  bumps  in  the  road  seem  smaller.  Life's  calling.  Where  to  next? 

lincoln.com 


www.iss.net 


With  network  security,  if  you're  not 

ahparl  nf  the  threat 


you  re  only  reacting  to  i 


Let  Internet  Security  Systems  stop 
network  threats  before  they  impact  your  business. 

How  do  you  ensure  compliance  and  manage  costs  when  your  security  is  less  than  certain? 
Even  "zero-day"  solutions  aren't  fast  enough  to  protect  against  losses  once  an  Internet  attack  hits. 
The  alternative  is  preemptive  security  from  Internet  Security  Systems.  Because  our  enterprise  solutions  | 
are  based  on  the  world's  most  advanced  vulnerability  research,  only  ISS  can  can  offer  preemptive  security  an 
stop  threats  before  they  impact  your  business.  So  why  rely  on  "reaction"  when  security  can  be  a  sure  thh 

Need  proof?  Get  a  free  whitepaper,  Preemptive  Security:  Changing  the  Rules, 

at  www.iss.net/proof  or  call  800-776-2362. 

NETWORK  &  HOST  INTRUSION  PREVENTION   J    MANAGED  SECURITY  SERVICES    I    VULNERABILITY  MANAGEMEj 


Q  Internet  |  Security  |  Systems8 

Ahead  of  the  threat 


Qtential.  Our  passion." 


Send.  Receive. 
Send.  Receive. 
Send.  Receive. 
Turn.  Device. Off. 


0  2006  Microsoft ^0^SK/^^K^^Kf>°-  C "9Bte0  devices,  connectivity  and  over- trie-air  synchronization  ■ 
ware,  or  redirecto'  scAv.-ve  So w;1;  ggri  -  y  ! !>:ernet,  Wi-Fi,  and  phone  access.  Thesejjroducts  and  ser 

provider,  and/oc  copoMeipH^Hp^k.  /MMppadranK  {such  as  Microsoft  Office  Word  Mobile,  torn 


windowsmobile.Gom 


tidows  Mobile.  The  only  way  to  get  the  mobile  version  of  Microsoft  Office  Outlook. 

lage  your  Outlook  e-mail,  calendar,  and  contacts  while  on  the  go.  Now  when,  where,  and 
vyou  work  is  entirely  up  to  you.  Learn  more  atwindowsmobile.com 


ff    /  Windows 

mti  Mobile 


If  you  own  a  Breguet 

you  can  register  your  name  with 

Napoleon's  or  Marie -Antoinettes. . . 


dee  /cm 


Since  the  late  18th  century,  Breguet 
has  filled  its  register  of  owners  with  names 
that  will  live  forever. 

Putting  your  name  against  the 
watch  we  make  for  you  is  a  custom  started 
by  A.- 1.  Breguet.  It  was  his  way  of  paying 
tribute  to  those  who  valued  his  work.  Today  we  keep  up  that  tradition  for  exactly  the 
same  reasons. 

We  would  therefore  be  honoured  to  include  you.  as  a  Breguet  owner,  in  our 
museum  register.  You  will  be  joining  the  circle  of  prestigious  Breguet  clients.  Along- 
side the  great  figures  of  history  ( Queen  Marie- 
Antoinette,  Louis  XVI,  Napoleon  Bonaparte.  Tzar 
Alexander  I  of  Russia  or  Winston  Churchill)  are 
people  making  news  today,  although  discretion 
forbids  us  from  mentioning  names. 

All  you  have  to  do  is  send  us  your  name, 
address,  and  details  oj 
watch  or  watches:  the 
reference  number,  the  individual  number,  the  date  of 
purchase  and  the  name  of  your  Breguet  retailer.  Our 
website,  www.breguet.com,  has  a  form  you  can  use. 

Breguet  takes  this  opportunity  to  thank  all  those 
who  appreciate  our  watches.  Your  loyalty,  as  always, 
inspires  us  to  perpetuate  a  matchless  art  since  1775. 


a  arts'. 


Nicolas  G.  Hayek 
President  and  CEO  of  Montr es  Breguet  SA 


Montres  Breguet  SA,  1344  L'Abbaye,  Switzerland,  Fax:  +41  21  841  90  84  -  www.breguet.com 


"We  can't  guarantee 
the  honesty  of  a 
company,  but  we  can 
monitor  them. 
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90  Mr.  Clean 

Neal  Wolkoff  is  trying  to  make  the  American 
Stock  Exchange  safe  for  investors  again.  Good  luck. 
By  Elizabeth  MacDonald  and  Michael  Maiello 

38  Housing  Bust  to  Consumer  Bust 

Even  if  the  housing  numbers  get  no  worse,  the 
economy  still  may  take  a  big  hit. 
By  Bernard  Condon 

76  Does  Your  Brand  Smell  Good? 

At  Westin,  its  white  tea.  In  KB  Toys,  strawberry  short- 
cake. If  you  have  a  brand,  itd  better  have  a  scent. 
By  Suzanne  Hoppough 

79  \  Special  Investment  Gatefold: 
Bottom-Fishing  for  Tech  IPOs 

You  may  miss  out  on  a  few  spectacular  stocks  like 
Google  or  Hotel  Reservations  Network,  but  the  best 
time  to  invest  in  technology  stocks  is  not  at  the  initial 
public  offering. 

By  Scott  DeCarlo,  Matthew  Rand  and  Shlomo  Reifman 

88  Five  Web  Sites  for  Hot  Stocks 

A  new  generation  of  investment  Web  sites  has 
succeeded  the  skanky  chat  rooms  of  the  1990s. 
You  may  find  some  good  ideas  here. 
By  Matthew  Schifrin  and  John  Dobosz 

98  |  Cheap  Oil?  Yikes! 

Gasoline  for  $2?  Michael  Lynch  says  those  good  old 
days  are  just  around  the  corner. 
By  Christopher  Helman 
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40  Get  Hunt  and  Liddy  on  the  Phone 

Hewlett-Packard's  Clouseaus  used  the  wron^ 
techniques.  By  Daniel  Fisher 

42  The  Boss,  Out  of  Control  Sumner 

Redstone,  rather  than  exiting  the  stage,  has 
commandeered  the  spotlight — and  his 
performance  is  not  good.  By  Brett  Pulley 

44  Zapping  the  Competition  How 

companies  are  using  obscure  standard- 
setting  bodies  to  cripple  new  technologies 
and  hog-tie  rivals.  By  Scott  Woolley 

46  The  Other  Car  Company  Chryslers 

got  troubles,  too.  It's  trying  to  fight  through 
the  pain.  By  Joann  Muller 

48  The  Democrats'  Little  Tax  Secret 

What's  good  for  politicians  is  good  for  the 
community.  Maybe.  By  Janet  Novack 
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Mil's  Drew  Endy  wants  to  , 
rewrite  DNA.  By  Matthew  Merp&t^ 
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Feel  Green,  Feel  Good 

YOU  CAN  MAKE  A  BUSINESS  CASE  FOR  AN  ENVIRONMENTAL 
conscience;  Daniel  Esty  and  Andrew  Winston  do  that  on  page 
34.  No  question,  Toyota,  General  Electric  and  BP  have  burnished 
their  images  by  publicly  hugging  trees.  But  what  should  an  envi- 
ronmentally sensitive  consumer  do?  Shop 
carefully.  Here's  a  buyers  guide  to  three 
products  that  come  with  a  social 
agenda. 

The  Toyota  Prius  saves 
gasoline,  which  means  that  it 
spews  less  carbon  dioxide  into 
the  air  than  a  similar  car  without 
a  hybrid  engine.  But  hybrids  cost 
more.  Consumer  Reports  calculates 
that  a  owning  a  Prius  for  five  years 
will  leave  you  only  $400  better  off  than 
owning  a  similar  Corolla — this  despite  a 
pessimistic  assumption  by  the  CR  engi 
neers  that  gas  prices  will  creep  up  to  $4, 
and  despite  the  $3, 1 50  federal  tax  credit  that  comes 
with  the  Prius. 

With  the  environmental  benefits  of  a  hybrid 
come  environmental  costs:  30  extra  pounds  of 
copper,  mostly  in  the  motor  windings,  and  22 
pounds  of  nickel  in  the  battery.  When  you  buy  a  Prius,  you  are 
buying  a  piece  of  a  smoke-belching  smelter.  Calculating  the  gain 
and  losses  would  be  quite  a  chore,  even  for  an  engineer.  But  as 
proxy  for  this  analysis  just  look  at  the  economics.  The  hybrid': 
steep  price  tag  is  a  signal  that,  directly  or  indirectly,  it  consume 
a  lot  of  the  earth's  resources. 

Buy  an  old-fashioned  car,  and  ask  your  congressman  tc 
repeal  the  hybrid  credit.  The  government  could  spend  tha 
money  on,  say,  wetlands  preservation. 

Ben  &  Jerry's  ice  cream  is  additive-free.  But  people  who  bu; 
it  are  somewhat  selfish.  They  are  putting  their  own  health — th 
(microscopic)  risk  that  traces  of  synthetic  somatotropin  in  fooi 
will  damage  them — ahead  of  the  environment.  The  hormon 
makes  cows  more  efficient  as  milk  producers;  that  is,  it  enable 
you  to  get  your  ice  cream  with  less  destruction  of  forest  land  fo 
pasture  and  less  greenhouse-gas  methane  emission  by  cattle 
Green  consumers  should  buy  Breyer's  instead. 

Starbucks  sells  Ethos  bottled  water  with  a  promise  to  use  $1 
million  from  the  sales  to  assist  in  the  development  of  clean  wate 
supplies  in  the  Third  World.  A  worthy  end  but  an  inefficien 
means.  Only  a  nickel  of  your  $1.85  goes  to  the  charity.  And  wh 
is  the  water  so  expensive?  Because,  to  get  it  to  you,  Starbuck 
consumes  a  lot  of  diesel  fuel  and  polyethylene  terephthalate. 

Drink  tap  water  and  send  a  donation  to  Care  USA. 
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Machine  Politics 


In  "Pull  the  Plug"  (On  My  Mind, 
Sept.  4,  p.  40),  Aviel  Rubin  does  an 
excellent  job  of  diagnosing  the  ills  of 
voting  machines.  But  his  remedy  falls 
short.  He  proposes  that  we  cast  votes 
on  paper  ballots  and  count  the  votes  by 
means  of  optical  scanners,  concluding, 
"Even  the  designer  of  the  system  can- 
not cheat  if  voters  check  the  printed 
ballots  and  if  the  optical  scanners  are 
audited."  These  two  conditions  impose 
no  real-world  constraints.  Paper  ballots 
printed  by  voting  machines  are  unreli- 
able. Studies  have  shown  that  many  or 
most  voters  do  not  bother  to  confirm 
the  contents  of  such  ballots.  When  par- 
ticipants in  one  study  were  asked  if  their  printed  paper  ballots  contained 
errors,  60%  admitted  that  they  did  not  know. 

Rubin  recommends  that  we  use  voting  machines  to  print  the  ballots,  but 
not  to  tabulate  them  because  these  machines,  even  if  they  are  audited,  are  too 
untrustworthy  for  vote-counting.  Instead,  he  advises  we  tabulate  results  by 
means  of  an  optical  scanner— itself  a  kind  of  voting  machine.  The  irony  of  this 
eludes  him. 

ROY  LIPSCOMB 
Chicago,  III. 


Johns  Hopkins'  Aviel  Rubin  has  had  it 
with  chads. 


Trust  in  Magic 

"Houdini  Estate  Planning"  (Aug.  14, 
p.  50)  refers  to  lawyers  who  "scheme"  to 
set  up  unusual  trusts.This  is  a  bit  of  lit- 
erary overstatement.  It  is  only  with 
great  discernment  that  I  recommend 
this  kind  of  legal  technique  to  a  limited 
number  of  couples  with  low-liability 
professions  and  long-term  marriages.  It 
requires  that  the  surviving  spouse  give 
the  first-to-die  spouse  an  unrestricted 
and  unconditional  portion  of  the  sur- 
viving spouse's  estate.  This  must  be 
done  in  whatever  amount  is  needed  to 
bring  the  value  of  the  first  deceased 
spouse's  estate  up  to  the  maximum 
estate-exemption  amount. 

There  is  no  bar  on  the  ability  of  the 
first-to-die  spouse  to  channel  the  surviv- 
ing spouses  additional  property  to  any- 
one, even  potentially  to  the  chagrin  of 
the  surviving  spouse,  or  inadvertently  to 
a  lawsuit  creditor  of  the  first-to-die 


spouse's  estate.  Even  Houdini  would  nol 
be  able  to  undo  this  unanticipated  trap. 

JAMES  M.  KANE 
Attorney,  Chamberlain  Hrdlicka 
Atlanta,  Ga. 

Red-Letter  Service? 

In  "Reasons  for  Going  Postal"  (Informer 
Sept.  4,  p.  38),  you  report  that  the  US 
Postal  Service  had  59,450  complaints  ir 
one  week  and  noted  this  as  "widespreac 
displeasure"  with  the  USPS.  Ignoring  the 
retail  portion  of  the  business  and  its  mil- 
lions of  daily  transactions,  those  com- 
plaints cover  more  than  37,000  pos1 
offices  serving  more  than  144  millior 
addresses  and  delivering  over  4  billior 
pieces  of  mail  each  week.  Does  one  com 
plaint  for  every  67,000  pieces  of  mai 
really  indicate  "widespread  displeasure"? 

RICHARD  L.  METCAL1 
Midland,  Midi 
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I  want  a  backup  for  our  backup. 
A  contingency  for  our  contingency. 
When  the  storm  hits, 
when  the  sky  falls  down, 
we'll  still  be  standing. 


This  is  my  world. 


Readers  Say 


ANOTHER 
SOPHISTICATED  STYLE. 
SAME  LEVEL 
OF  COMFORT. 


Whether  slip-on  or  lace-up, 
each  pair  of  shoes  in  the  Allen- 
Edmonds  Casual  Comfort 
Collection"'  features  ultra  soft 
calfskin  and  our  distinctive 
comfort  system.  And,  the 
entire  collection  is  designed 
with  todays  active  lifestyle  in 
mind.  To  see  every  style  and 
find  a  dealer  near  you,  visit 
allenedmonds.com. 


AUen 

idmonds" 


allenedmonds.com 


Sweet  success:  Sara  Lee  Chief  Executive 
Brenda  Barnes. 

Flaky  Argument 

Among  your  top  ten  "Worlds  Most  Pow- 
erful Women"  (Sept.  18,  p.  52)  is  a  head  of 
a  state,  Condoleezza  Rice  and  a  vice  pre- 
mier. I  don't  mean  to  knock  women  who 
rise  to  the  top  of  important  companies, 
but  is  Brenda  Barnes,  chief  executive  of 
Sara  Lee — which  makes  frozen  cakes  and 
pies — really  more  powerful  than  Chilean 
President  Michelle  Bachelet?  I  guess  I 
should  stick  with  the  list  of  top  women  in 
politics  to  be  consoled  that  some  women 
achieve  actual  power  instead  of  just  being 
good  at  business.  "Power"  in  business  is 
not  quite  the  same  as  power  in  politics. 

MICHELLE  BOSTIC 
Charlottesville,  Va. 

Paging  Dr.  Karlgaard 

I  appreciate  the  optimism  Rich  Karlgaard 
expresses  in  "Schumpeter  on  Speed" 
(Digital  Rules,  Aug.  14,  p.  35).  The 
constraints  on  capital  formation  in  the 
medical  community  would  trouble 
Schumpeter  greatly.  Nonlicensed  investors 
could  bring  tremendous  insights  into  how 
to  better  operate  a  chain  of  medical  prac- 


tices. Yet  we  are  not  able  to  participate  in 
the  capital  stock  of  professional  corpora- 
tions  merely  because  we  are  nonlicensed! 
It's  a  shame  that  a  society  that  can  produce 
franchises  like  Jiffy  Lube  and  Krispyj 
Kreme,  or  big-box  retailers  like  Wal-Mari 
and  Home  Depot,  continues  to  have 
doctors'  offices  which  still  use  paper- 
based  medical  records. 

We  could  wring  $500  billion  of  ineffi- 
ciency out  of  this  system  in  five  to  ten 
years  merely  by  owning  stock  in  profes- 
sional corporations  across  state  lines  with- 
out limitation  to  the  number  of  offices 
Why  not  bring  market  forces  into  the  field 
of  medicine?  Schedule  management 
claims  processing,  medical  insurance  foi 
staff,  depreciation,  collections  and  many 
other  areas  could  benefit  dramatically. 
The  fact  that  such  capital  formation 
restrictions  exist  in  this  day  and  age  is 
a  crime. 

JOHN  WILKINS 
Danville,  Calif 

Something  in  the  Air 

"Shell  Shocked"  (Aug.  14,  p.  92)  is  a  great 
article  with  many  provocative  points.  Thd 
relationship  of  one  barrel  of  oil  to  5,700 
cubic  feet  of  gas  shows  that  oil  is  worth 
$13  per  million  Btu  and  gas,  $6.14.  This 
relationship  provides  excellent  insight  into 
one  path  for  reducing  oil  imports.  You 
show  that  conversion  of  natural  gas  to 
syndiesel  produces  margins  comparable 
to  oil  that  is  refined  to  the  same  endpoint 
Natural  gas  now  used  to  make  electricity 
should  be  backed  out  and  committed  to 
the  making  of  transportation  fuel,  with 
coal  and  nuclear  power  replacing  the  dis 
placed  natural  gas.  By  combining  this  gas 
with  an  aggressive  domestic  natural  gas 
exploration-and-development  program, 
the  .nation  could  well  be  on  its  way  to  a 
huge  reduction  in  oil  imports. 

AUGIE  PITROLO 
Alpharetta,  Ga., 
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time  for  a  more  sophisticated 
Ell  shoe.  Introducing  the 
n-Eximonds  Casual  Comfort 
lection."  They're  casual  shoes 
t  blend  comfort  and  style 
ike  any  other.  Every  pair 
ibines  a  highly  supportive 


YOUR  SNEAKERS  STILL  FIT.  BUT  THAT  DOESN'T 
MEAN  YOU  HAVEN'T  OUTGROWN  THEM. 


inner  sole,  cushioned  removable 
footbed  and  rubber  outsole 
to  create  unparalleled  comlbrt 
right  out  of  the  box.  And, 
they're  available  in  four  widths 
and  sizes  7-15,  giving  you  a 
neak  custom  fit.  On  top  of 


all  that,  our  Casual  Comfort 
Collection  is  handcrafted  by 
master  shoemakers  right  here 
in  the  United  States.  Making 
them  a  purchase  you'll  be  even 
more  comfortable  with. 


Men 
.  Edmonds 


allenedmonds.com 


UNINHIBITED  THINKING 
PLUS  FLAWLESS  EXECUTION 
PREPARE  FOR  TAKEOFFl 


"fool  for  vjovr  com^an^ 


MADE  POSSIBLE  WITH  WACHOVIA 


Wachovia's  Corporate  and  Investment  Bank  gives  your  company  the  thinking  you 
need  to  stand  apart  from  your  competition.  We  bring  the  industry's  top  talent,  as 
well  as  the  retail  distribution  capabilities  of  the  nation's  third  largest  brokerage  firm. 
Seize  the  strengths  of  a  proven  leader  whose  innovative  approach  has  driven  the 
largest  market  share  gains  in  the  investment  banking  industry  over  the  past  five 
years?  We're  ready  to  guide  your  company  in  the  only  direction  we  know  —  forward. 


CORPORATE  BANKING 
INVESTMENT  BANKING 
EQUITY 

FIXED  INCOMT 


Wacbcvia  Securities  is  the 
NYSE,  and  SIPC,  and  Wacbev. 
•Source:  Freeman  &  Compam 


wvchovia 
Securities 


wrporate  and  investment  banking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia  Capital  Markets,  LLC,  Wachovia  Securities,  LLC,  members  M 

?006  Wachovia  Corporation 


act  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 

all  thy  getting  get  understanding." 


Saving  Iraq 


PRESIDENT  BUSH,  HIS  SECRETARY  OF  STATE  AND  HIS  SECRETARY 
of  Defense  have  all  recently  made  it  resoundingly  clear  that  the 
Administration  has  no  intention  of  giving  up  on  our  mission  to 
democratize  Iraq.  The  Administration,  however,  should  intro- 
duce changes  that  would  make  this  goal  more  realizable. 
Oil.  For  starters,  U.S.  officials  should  urgendy  push  the  Iraqi  govern- 
ment to  enact  something  similar  to  the  so-called  Alaska  model  for 
Iraq's  oil  riches.  Control  of  the  country's  oil — only  Saudi  Arabia  and 
Iran  have  reserves  greater  than  Iraq's — is  an  enormous  bone  of  con- 
tention between  the  Kurds,  Sunnis  and  Shiites.  Instituting  an  Alaska 
model  would  immediately  ameliorate  lethal  tensions  over  control. 

About  a  quarter  of  Alaska's  oil  and  gas  royalties  goes  into  an 
ntity  called  the  Permanent  Fund,  the  assets  of  which  are  managed 
?y  professionals  who  invest  it  in  stocks,  bonds  and  the  like.  About 
lalf  the  revenue  stream  is  distributed  to  the  state's  citizens  each  year; 
the  other  half  is  reinvested.  Last  year  each  man,  woman  and  child 
esiding  in  Alaska  received  a  check  for  $845.76  from  the  fund. 

Imagine  what  such  a  fund  would  do  for  Iraq,  where  a  typical 
worker  is  lucky  to  earn  $150  a  month.  With  the  exception  of  the 
anatics  and  remnants  of  Saddam  Husseins  murderous  security 
;ervices,  every  Iraqi  citizen  would  have  a  stake  in  ensuring  that  oil 
production  increases.  Attacks  on  the  oil  infrastructure  would  drop 
dramatically.  People  wouldn't  hesitate  to  provide  the  Iraqi  army  and 
oalition  forces  with  intelligence.  Currently  oil  money  is  seen  as 
;oing  to  corrupt  officials,  but  if  a  significant  part  of  it  flowed 
directiy  to  citizens,  the  insurrectionists  would  suffer  a  huge  setback, 
nflation.  The  war  in  Iraq  is  also  being  undermined  by  inflation, 
low  officially  pegged  at  70%  but  in  reality  significantly  higher. 
Part  of  the  jump  in  prices,  of  course,  is  caused  by  disruptions 
Tom  the  war.  But  part  of  it  certainly  seems  to  be  excess  money 
created  by  Iraq's  new  central  bank.  Nobody  really  knows  what's 
pappening  at  that  institution.  It  hasn't  issued  a  balance  sheet  since 
ast  year.  Inflation  is  a  powerful  tool  for  insurgents.  It  under- 

[nined  Czarist  Russia  during  World  War  I;  it  undermined 
democracy  in  post-World  War  I  Germany  and  was  a  key  factor  in 
:he  rise  of  Adolf  Hitler;  it  undermined  China's  nationalist  regime, 
lelping  the  Communists  win  the  Chinese  civil  war. 

How  to  combat  inflation?  Iraq  should  either  set  up  a  currency 
>oard — Iraqi  dinars  could  be  issued  only  if  they  are  backed  by  dol- 
ars  or  euros — or  make  the  dollar  or  euro  Iraq's  legal  tender.  Steve 


Hanke,  a  FORBES  columnist,  and  Matt  Sekerke,  a  research  asso- 
ciate at  Johns  Hopkins'  Institute  for  Applied  Economics  and  the 
Study  of  Business  Enterprise,  oudined  in  a  paper  for  the  Cato  In- 
stitute three  years  ago  how  either  of  these  approaches  would  work. 

Hong  Kong  and  Latvia  have  a  variation  of  a  currency  board. 
Estonia  established  a  currency  board  during  the  1990s  that 
successfully  combated  inflation.  Several  countries  use  the  U.S. 
dollar  as  legal  tender,  including  Panama  and  El  Salvador.  Tiny 
Montenegro  employs  the  euro.  Iraq  itself  has  had  experience  with 
both  systems:  It  used  the  Indian  rupee  from  1916  through  1931 
and  a  currency  board  from  1931  through  1949.  Both  worked. 

We  should  keep  the  IMF  out  of  Iraq.  It  recently  pressured  the 
government  to  end  subsidies  for  fuel.  Nice  idea,  awful  timing. 
The  surge  in  prices  is  impoverishing  already  poor  Iraqis.  The 
IMF  also  pushes  lethal  economic  prescriptions,  such  as  raising 
taxes  and  debasing  the  currency,  which  fuel  inflation. 
Free  Enterprise.  Several  administrative  and  legal  reforms  would 
enormously  help  foster  a  vibrant  and  fast-growing  entrepreneurial 
sector  in  Iraq.  The  country  already  has  a  benign  tax  system — the  top 
income  tax  rate  is  15%.  But  everything  else  needs  drastic  improve- 
ment. Each  year  the  World  Bank  publishes  Doing  Business,  a  report 
that  "presents  quantitative  indicators  on  business  regulation  and 
the  protection  of  property  rights  that  can  be  compared  across  175 
economies — from  Afghanistan  to  Zimbabwe."  Iraq's  ranking  in  many 
categories,  such  as  in  the  ease  of  starting  a  business  (150th  in  the 
world),  is  miserable.  Iraq  should  take  the  path  of  Hong  Kong  here. 
Entrepreneurial  energies  should  be  protected  so  they  can  flourish. 
Governance.  With  three  distinct  ethnic  communities,  Iraq  should 
move  toward  a  Swiss  solution.  The  Germans,  French  and  Italians 
fought  one  another  constandy  for  centuries  in  Europe  until  after 
World  War  II.  Yet  within  Switzerland  these  ethnic  groups  have  lived 
harmoniously  side  by  side  for  more  than  700  years.  Each  ethnic  com- 
munity has  home  rule,  in  which  its  affairs  are  largely  run  by  local 
citizens.  The  country's  central  government  is  weak.  Iraq  should  set 
up  a  similar  system  of  government.  Having  a  number  of  self- ruling 
districts,  or  cantons,  would  help  defuse  bloody  fights  around  Bagh- 
dad, where  Sunnis  and  Shiites  are  hopelessly  intermingled,  and  in 
Kirkuk,  a  critical  oil  city  in  the  north  that  has  a  large  minority  of  Turks. 

The  Bush  Administration,  while  not  bending  in  its  goal,  must 
examine  innovative  ways  in  which  to  achieve  it. 


Prosecutorial  and  Political  Pollution 


)NE  SYMPTOM  OF  HOW  CANTANKEROUS  TIMES  HAVE  BECOME 
s  the  growth  of  prosecutorial  abuse.  Going  after  the  Enrons  and 
Dennis  Kozlowskis  of  the  world  is  one  thing.  But  what  appears  to 
)e  happening  all  too  frequently  is  that  prosecutors  pursue  cases 


that  are  flimsy  or  brazenly  try  to  change  the  rules  so  that  the 
accused  is  put  at  a  disadvantage  in  the  courtroom. 

Investment  banker  Frank  Quattrone  was  widely  vilified  fdi  sup- 
posedly contributing  to  the  high-tech  bubble  by  bringing  flimsy  firms 
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to  the  public  market.  The  government  accused  him  of  obstructing 
justice  because  heU  ordered  the  cleaning  up  of  e-mail  files  after  the 
feds  had  begun  their  investigation  into  whether  the  firm  he  worked 
for  was  receiving  kickbacks  for  issuing  shares  in  sought-after  IPOs. 
Quattrone  claimed  the  cleanup  was  routine.  His  first  trial  ended  in 
a  hung  jury,  despite  prosecutors  having  portrayed  the  once  highly 
paid  Quattrone  in  a  most  lurid  light.  He  was  convicted  for  obstruc- 
tion of  justice  in  the  second  trial,  but  earlier  this  year  that  ruling 
was  overturned.  Finally,  the  feds  threw  in  the  towel.  They  agreed  to 
drop  a  third  trial  for  a  "settlement."  Bottom  line:  Quattrone  won. 
The  case  was  more  the  result  of  public  anger  in  the  aftermath  of 
huge  stock  market  losses  than  a  sobering  evaluation  of  the  law. 

A  vastly  more  egregious  round  of  prosecutorial  overreach  is  un- 
folding in  the  federal  governments  prosecution  of  KPMG  for  alleged 
tax  fraud.  From  1996  through  2003  the  firm  sold  tax  shelters  of  mind- 
numbing  complexity  to  clients  and  investors.  The  firms  lawyers  and 
outside  counsel  signed  off  on  the  deals.  The  IRS  felt  the  shelters  were 
abusive,  so  the  federal  government  went 
after  KPMG  tooth  and  nail  Seventeen  for- 
mer KPMG  employees  and  two  outside 
professionals  were  indicted  on  criminal 
charges  for  creating  the  shelters.  The  feds 
said  those  indicted  knew  the  shelters  were 
fraudulent.  But  no  court  has  ever  ruled  on 
their  propriety.  Its  no  wonder  that  the  gov- 
ernment didn't  take  its  chances  on  a  trial. 

Instead,  the  feds  pressured  KPMG 
into  admitting  to  wrongdoing  lest  it 
be  indicted.  As  we  saw  with  Arthur 
Andersen,  an  indictment  alone  can 
be  a  death  sentence  for  a  firm.  The 
charges  against  Arthur  Andersen  were  subsequently  tossed  out 
on  appeal,  but  by  then  it  was  too  late  to  save  the  outfit  from  insol- 
vency; tens  of  thousands  of  its  employees  lost  their  livelihoods. 

Government  conduct  with  KPMG  has  been  the  equivalent  of 
the  medieval  practice  of  putting  a  defendant  on  the  rack:  confess  or 
we'll  torture  you  to  death.  But  Washington  went  even  further,  get- 
ting KPMG— under  duress— to  agree  not  to  pay  the  legal  fees  of  its 
officials  whom  the  feds  were  pursuing.  The  purpose  of  this  was 
crude  and  simple:  Defendants,  unable  to  shoulder  the  huge  expense 
of  an  effective  defense,  would  be  forced  to  plea-bargain.  Such  tac- 
tics are  an  abomination,  a  subversion  of  our  system  of  justice. 

Thankfully,  the  presiding  federal  judge,  Lewis  A.  Kaplan,  seems 
to  agree.  He  recently  rapped  the  knuckles  of  the  U.S.  Attorney's 
office  pursuing  the  case  for  improper  interference  in  arm-twist- 
ing KPMG  into  refusing  to  pay  the  legal  fees  of  its  employees. 
That  the  judge  ruled  this  way  says  something;  Kaplan  does  not 
have  a  reputation  for  being  pro-defendant.  Not  long  after  his  rul- 
ing, Judge  Kaplan  also  found  that  prosecutors  had  violated  the 
rights  of  two  former  KPMG  partners  by  forcing  them  to  speak  to 
investigators  before  they  were  indicted.  The  governments  case 
against  the  19  has  the  unmistakable  feel  of  a  case  unraveling. 

In  Washington  itself,  as  you'd  expect,  this  overzealousness  is  even 
more  intense.  The  recent  i  .  lation  that  in  2003  Deputy  Secretary 
of  State  Richard  Armitage       the  original  leaker  of  the  name  of  a 


CIA  agent  has  led  to  an  astonishing  climax  in  a  case  that  clearly  should 
never  have  seen  the  light  of  day.  When  the  brouhaha  first  erupted 
in  2003  the  allegation  was  that  the  Bush  Administration  had  delib- 
erately outed  a  CIA  agent  who  was  the  wife  of  a  White  House  critic. 
This  was  the  point  at  which  Armitage  should  have  come  forward. 
Instead  he  publicly  remained  silent,  as  did  his  boss,  Colin  Powell. 

Patrick  Fitzgerald  was  then  appointed  special  prosecutor  to  inves 
tigate  the  leak.  He  was  soon  informed  that  Armitage  was  the  culprit, 
yet  he  strung  out  the  investigation  for  more  than  two  years.  White  House 
official  Karl  Rove,  despised  by  Democrats  for  his  political  brilliance  oni 
behalf  of  President  Bush,  was  repeatedly  interviewed  by  prosecutors 
and  by  a  grand  jury.  Vice  President  Dick  Cheney's  chief  of  staff,  Scooter 
Libby,  was  actually  indicted  last  year  for  perjury  and  obstruction  ol 
justice,  not  for  naming  the  agent  to  a  columnist — although  the  special 
prosecutor  appears  to  have  implied  that  Libby  had  done  so — but  for 
incorrectly  recalling  who  had  told  him  the  name  of  the  CIA  agent 
Why  pursue  this  matter  for  so  long  when  it  was  clear  from  the 
get-go  that  the  law  against  revealing 
the  identity  of  a  CIA  agent  working  se 
credy  in  the  field  had  not  been  violated? 
Apparendy  Fitzgerald  couldn't  resist  the 
temptation  to  use  taxpayer  money  to 
investigate  and  harass  prominent  peo 
pie  in  the  hope  of  turning  something 
up,  thus  bagging  high-profile  scalps. 
Fitzgerald  is  the  one  who  should  be  in- 
dicted— for  prosecutorial  misconduct. 


Judge  Lewis  Kaplan,  with  nine  KPMG  defendants,  has 
been  disturbed  by  the  federal  government's  prosecutorial 
zealousness  in  this  case. 


Pure  Political  Spite 

Washington's  venomous  environment— 
in  this  case  nothing  criminal — was  alsc 
exemplified  recendy  in  a  front-page  New  York  Times  story  about  Ken 
Tomlinson,  chairman  of  the  Broadcasting  Board  of  Governors,  an 
independent  board  that  oversees  our  foreign  broadcasts,  including 
those  of  the  Voice  of  America.  Tomlinson  has  been  renominated  by 
the  Bush  Administration  to  this  critical  post.  The  story  covered  State 
Department  investigations  into  supposed  misconduct  by  Tomlin- 
son, including  charges  that  he  had  put  a  friend  on  the  governmenl 
payroll  and  had  used  his  office  to  promote  his  private  business. 

The  friend  turns  out  to  be  not  some  unqualified  childhood 
buddy  but  someone  who  had  worked  at  the  Voice  of  America 
with  distinction  for  some  35  years  before  retiring.  And  investiga- 
tors produced  not  a  scintilla  of  evidence  that  Tomlinson  had  used 
his  position  to  enhance  his  private  interests. 

In  the  late  1980s  and  early  1990s  Tomlinson,  a  former  editor 
in-chief  of  Readers  Digest  served  on  a  board  (a  predecessor  ol 
today's  board)  I  chaired  that  oversaw  Radio  Free  Europe  and 
Radio  Liberty.  His  character  is  beyond  reproach. 

Old-hand  Washingtonians  who  know  how  to  read  between  the 
lines  of  these  charges  shook  their  heads  in  disbelief.  So  complex  are 
the  rules  that  if  the  bureaucracy  wants  to  get  you,  it  can.  Say  you're  i 
Cabinet  Secretary  and  you  call  home  to  say  you'll  be  late  for  dinner 
That's  a  violation  of  federal  rules:  The  call  was  personal,  not  business 
When  will  this  poisonous  atmosphere  change?  Who  knows; 
But  in  the  meantime,  excesses  and  abuses  will  continue.  F 
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When  it  comes  to  talking  about  the  environment,  we  let  our  products  speak  for  themselves. 

In  1974,  Honda  introduced  the  ingeniously  simple  Civic  CVCC.  World-changing  for  its  fuel  efficiency 
and  low  emissions,  the  CVCC  demonstrated  our  spirited  commitment  to  environmentally  responsible 
technology.  Many  other  firsts  were  to  follow,  such  as  the  first  hybrid  vehicle  sold  in  North  America  and 
the  first  government-certified  fuel-cell  car.  This  legacy  of  innovation  and  acting  on  our  beliefs  is  what  we 
call  our  Environmentology  And  its  seen  in  every  Honda  product,  like  the  2006  50-mpg*  Civic  Hybrid. 

HONDA 

The  Power  of  Dreams 


'Based  on  2006  EPA  mileage  estimates:  SO  combined.  49  city/51  highway.  Use  lor  comparison  purposes  only.  Actual  mileage  may  vary 
(&2006  American  Honda  Motor  Co..  Inc.  environmentology.honda.com 


Other  Comments 


But  what  is  strength  without  a  double  share  of  wisdom? 

—JOHN  MILTON 


Rank  Partisanship  The  insurgents  and  their  terrorist 
allies  know  that,  in  military  terms,  they  can't  win  their  war  against 
the  new  Iraqi  government.  Their  hope  is  to  win  a  political  victory 
by  forcing  the  U.S.  and  its  allies  to  leave  before  the  new  Iraqi  regime 
is  strong  enough  to  not  only  fight  the  insurgents  and  the  terrorists 
but  also  cope  with  the  direat  from  Syria,  Turkey  and  Iran. 

To  shorten  the  war  in  Iraq,  the  U.S.  leadership  elite  must  set 
aside  its  bitter  partisan  considerations  and  come  up  with  a  strong 
message  of  support  for  the  new  Iraqi  regime.  That  may  be  a 
tough  idea  to  sell  to  American  politicians  in  campaign  season. 
But  this  is  the  only  way  to  shorten  the  war  in  Iraq  and  minimize 
its  cost  in  terms  of  blood  and  treasure. 

—AMIR  TAHERI,  Benador  Associates, 
New  York  Post 

Malicious  Mischief  New  York  Attorney  General  Eliot 

Spitzers  office  quietly  admitted  [in  September]  that  it  is  dropping 
certain  civil  charges  against  Hank  Greenberg,  former  CEO  of  AIG. 
Here  ends  a  monumental  story  of  prosecutorial  abuse.  Last  year 
Mr.  Greenberg  was  drummed  out  of  the  insurance  empire  he  cre- 
ated after  Mr.  Spitzer  accused  him  of  presiding  over  a  firm  that  was 
a  "black  box"  of  accounting  scandals.  AIG  settled  with  Mr.  Spitzer, 
but  Mr.  Greenberg  refused  to  roll  over.  Mr.  Spitzers  spokesman, 
Darren  Dopp,  characterized  [the]  changes  to  the  complaint  as  lit- 
tle more  than  a  "routine  amendment."  Really?  The  prosecutor  has 
in  fact  abandoned  nearly  every  substantive  claim  hed  made  against 
the  insurance  titan,  claims  that  helped  lose  Mr.  Greenberg  his  job. 

Let's  recall  that  when  this  hoopla  broke,  Mr.  Spitzer  astounded 
even  fellow  prosecutors  by  threatening  to  indict  AIG  unless  it  fired 
Mr.  Greenberg.  Then  he  broke  further  prosecutorial  codes  by  going 
on  national  TV  to  accuse  Mr.  Greenberg  of  fraud — before  he'd  even 
filed  charges.  It  was  only  months  later,  in  the  media  blackout  of  the 
Thanksgiving  holiday,  that  Mr.  Spitzer  leaked  the  news  that  he 


you  won't  give  up  barking  entirely." 


wouldn't  pursue  criminal  charges.  Now  he's  admitting  most  of  the 
civil  case  is  also  bunk  Not  that  any  of  this  matters  to  Mr.  Spitzer 
now.  Surfing  along  on  a  wave  of  prosecutorial  "triumphs" — of  which 
the  Greenberg  case  was  feted  as  one  of  those  most  significant — he 
is  cruising  toward  the  governor's  mansion.  It's  getting  harder  to  be- 
lieve that  many  of  his  suits  weren't  brought  solely  for  that  purpose. 

— Wall  Street  Journal 

Greatest  Story  Never  Told  The  cult  of  the  bear 

has  once  more  been  proven  wrong.  When  you  step  back  from  the 
short-term  ups  and  downs  of  the  monthly  data,  what  you  see  is  a 
return  to  normal  jobs  growth.  Long-term  jobs  growth  has  moved  to 
an  all-time  high  of  145  million  in  the  household  survey  and  1 36  mil- 
lion in  nonfarm  payrolls.  Both  measures  are  rising  at  about  1 .5%, 
the  average  for  jobs  growth  dating  back  to  1995.  As  for  unemploy- 
ment, at  4.7%  it  is  well  below  the  5.1%  long-run  rate.  This  suggests 
we  are  near  full  employment  and  that  the  economy  is  operating  close 
to  its  full  potential  to  grow.  It's  still  the  greatest  story  never  told. 

—LAWRENCE  KUDLOW,  New  York  Sun 

No  Place  to  Run  Since  9/11,  most  Americans  know  the 
world  is  a  dangerous  place.  Islamic  terrorists  hate  us  for  who  we 
are  and  what  we  stand  for.  Some  people  seem  to  think,  however, 
that  if  we  retreat  our  terrorist  enemies  will  leave  us  alone.  They  say 
we  should  close  Guantanamo,  where  captured  foes  are  kept  from 
waging  war  against  us.  They  say  we  should  get  out  of  Iraq,  where 
democracy  is  just  getting  a  foothold.  They  seem  to  think  we'll  be 
safer  if  we  cut  and  run.  But  our  enemies  will  see  this  as  proof  of 
our  weakness.  They'll  be  more  convinced  than  ever  that  murder- 
ing Americans  advances  their  cause,  and  they'll  try  to  do  so  again 
here  at  home.  The  next  time  someone  suggests  America  should 
cut  and  run  from  the  war  on  terror,  ask  them,  "Run  to  where?" 

— TV  ad  campaign  sponsored  by  the 
Center  for  Security  Policy 

Watershed  Moment  When  I  teach  college  students 
about  economics  and  public  policy,  privatization  is  a  key  topic  in 
our  discussions.  In  one  recent  seminar,  a  student  got  very  emo- 
tional as  she  talked  about  the  comfort  and  certainty  government 
services  had  brought  to  her  life.  "What  could  be  more  comfort- 
ing," she  asked,  "than  getting  up  in  the  morning  to  turn  on  the 
tap  to  reliable,  clean  water?"  Sadly,  such  romantic  notions  about 
government  are  common.  But  as  it  turns  out,  this  particular  stu- 
dent was  from  Jersey  City,  where  a  private  company  has  success- 
fully operated  the  city's  water  system  for  years. 

—ADRIAN  MOORE,  Reason  Foundation 

Friends  and  Allies  The  reason  grandparents  and  grand- 1 
children  get  along  so  well  is  that  they  have  a  common  enemy. 

—SAM  LEVENSON  F 
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TO  SURVIVE  IN  THIS  DOG-EAT-DOG  WORLD,  SOMETIMES  YOU  NEED  A  LITTLE  PUDDING. 

At  the  end  of  the  day,  even  the  most  battle-hardened  road  warrior 
appreciates  a  cup  of  sweet,  smooth  tapioca.  Or  cool,  creamy  pistachio 
ice  cream.  Or  fresh  ham  and  swiss  on  a  baguette.  Whatever  business 
travelers'  intrepid  hearts  desire,  the  new  24-hour  markets  in 
Courtyard's  redesigned  lobbies  have  what  it  takes  to  satisfy  them. 

NEW  24-HOUR  MARKET  AT  COURTYARD? 
REDESIGNED  BY  BUSINESS  TRAVELERS  FOR  BUSINESS  TRAVELERS.™ 


COURTYARD 


For  reservations,  call  1-800-MARRIOTT  or  visit  Marriott.com/courtyard. 

Market  items  vary  by  location. 


Harriott 


Americans  spend  over  one  million  dollars 
on  energy  every  minute. 


So  who  has  the  power  to  change  that? 
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Because  of  surging  economies  in  the  developing  world  and 
continued  growth  among  the  industrialized  nations,  global 
energy  use  is  climbing.  As  a  result,  supplies  are  tight.  Prices 
are  rising.  And  energy  users  are  calling  for  viable  alternatives. 

The  good  news  is  we've  got  a  huge  source  of  alternative  energy 
all  around  us.  It's  called  conservation,  and  it's  the  lowest  cost 
new  source  of  energy  we  have  at  hand.  A  reduction  of  just  5% 
of  global  energy  use  would  save  us  the  eguivalent  of  over 
10  million  barrels  of  oil  a  day.  Clearly,  saving  energy  is  like 
finding  it.  So  how  do  we  do  it? 

Incorporating  energy  efficient  technology  into  new  construction 
could  reduce  consumption  by  40%.  Governments  and 
businesses  must  reduce  their  own  energy  use  and  promote 
conservation  to  their  citizens  and  employees.  Further  improvements 
in  fuel  efficiency  will  play  a  crucial  role,  too.  And  the  average 
person  wields  incredible  power  when  it  comes  to  conserving 
energy,  from  driving  slower  to  switching  to  more  efficient 
home  appliances. 

Of  course,  not  only  does  using  less  energy  mean  there's  more 
fuel  to  go  around,  it  also  means  fewer  greenhouse  gas  emissions. 
The  fact  is,  if  everyone  began  conserving  today,  we'd  see 
results  immediately.  We've  taken  some  of  the  steps  needed  to 
get  started  but  we  need  your  help  to  get  the  rest  of  the  way. 


Conservation  Facts: 

If  everyone  reduced  their  driving 
speed  from  65  to  55mph,  we'd  save 
three  million  gallons  of  gas  a  day. 

• 

Replacing  one  incandescent 
lightbulb  with  a  compact  fluorescent 
lamp  would  save  500  pounds  of  coal 
and  over  a  1/2  ton  of  C02  emissions. 

• 

If  just  one  in  10  homes  used 
ENERGY  STAR"-  qualified  appliances, 
the  environmental  benefit  would 
be  like  planting  1.7  million  new 
acres  of  trees. 
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[Current  Events 


iBy  Ernesto  Zedillo,  former  president  of  Mexico 

DIRECTOR,  YALE  CENTER  FOR  THE  STUDY  OF  GLOBALIZATION 


Give  Globalization  a  Hand 


HERE'S  A  FACT  WORTH  REITERATING:  DESPITE  THE  SEVERE  SHOCKS 
and  imbalances  that  have  hit  it  off  and  on  during  the  early  years  of 
this  century,  the  world  economy  continues  to  grow,  with  low  infla- 
tion. Of  course,  performance  varies  across  countries  and  continents, 
but  there  are  two  generalizations  you  can  make:  The  already  rich 
countries  keep  enjoying  expanding  economies,  and  in  the  rest  of 
the  world  millions  of  people  overcome  poverty  every  year,  thanks 
to  economic  growth.  Is  there  a  force  underlying  this  benign 
evolution  that  transcends  national  borders?  Yes.  That  force  is  in- 
ternational economic  integration — or  globalization,  if  you  wish.  The 
market  economy's  capacity  to  fulfill  human  needs  is  being  enhanced 
lo  an  unprecedented  extent  by  international  trade  and  investment. 
National  economies  have  become  increasingly  interdependent, 
ind  on  the  whole  this  process  has  added  scale,  flexibility  and  pro- 
ductivity to  the  global  economy.  Facilitated  by  modern  transporta- 
ion  and  communications  and  the  elimination  of  trade  barriers, 
pecialization — that  crucial  vehicle  of  the  market  economy — has 
become  more  and  more  sophisticated,  as  shown  by  the  complexity 
and  efficiency  of  contemporary  supply  chains.  In  today's  global 
economy  firms  and  countries  no  longer  specialize  in  the  produc- 
ion  of  goods  alone  but  increasingly  in  the  finer  tasks  that  make  up 
jthe  manufacturing,  commercial  and  financial  processes,  bringing 
labout  lower  costs,  better  quality  and  more  choice  for  consumers. 

■Great  Source  of  Strength 

I  Globalization  is  providing  the  world  with  not  only  greater  eco- 
nomic opportunities  but  also  a  remarkable  resilience  to  events 
lhat  in  the  past  would  have  proven  highly  disruptive.  If  you  con- 
sider recent  regional  wars,  terrorism,  the  skyrocketing  prices  of 
bil  and  other  commodities,  and  the  laxity  in  the  fiscal  and  mon- 
etary policies  of  some  of  the  major  economies,  you  may  conclude 
ithat  it's  only  through  the  globalization  of  the  market  economy 
:hat  we've  been  able  to  sail  through  such  stormy  waters. 

For  example,  the  slack  in  global  demand  created  by  the  slug- 
gishness in  the  European  and  Japanese  economies  during  past  years 
was  more  than  compensated  for  by  the  rapid  and  vigorous  glob- 
ilization  of  China  and  other  emerging  economies.  The  new  play- 
ers have  made  world  trade  more  dynamic  and  enlarged  the  pool 
pf  world  savings  available  to  finance  the  substantial  current  account 
deficits  incurred  by  the  U.S.  in  recent  years.  Although  of  question- 
ible  sustainability  and  convenience  in  the  medium  and  long  term, 
these  deficits  have  nevertheless  helped  to  support  overall  demand 
and  growth  in  the  short  term — without,  as  yet,  shaking  interna- 
ional  financial  stability.  The  sharp  increase  in  commodity  prices 


over  the  last  three  years  has  not  led  to  unbearable  inflationary  pres- 
sure because  of  the  increasing  presence  of  labor-abundant  coun- 
tries in  world  markets  and  the  rise  in  productivity  brought  about 
by  the  intensification  of  global  competition. 

Don't  Forget  History 

Globalization  has,  in  short,  been  an  incredible  force  for  good  in  the 
world.  But  is  this  force  inexhaustible?  Unfortunately,  no.  Modern  glob- 
alization has  so  far  proved  stronger  than  the  forces  and  events  ar- 
rayed against  it,  but  there's  no  guarantee  this  will  always  be  the  case. 
Just  as  with  any  other  economic  or  social  phenomenon,  globaliza- 
tion faces  risks  that  could  challenge  its  growth  or,  worse,  cause  its  re- 
versal. This  has  happened  before,  most  dramatically  in  1914,  with 
the  outbreak  of  World  War  T,  the  beginning  of  the  end  of  an  extraor- 
dinary expansion  in  international  trade,  investment  and  migration 
that  had  taken  place  during  most  of  the  19th  and  early  20th  centuries. 

Historians  and  economists  increasingly  remind  us  that  human 
folly  could  once  again  cause  the  unthinkable.  The  inability  to  prevent 
violent  conflict,  as  well  as  faulty  policies  in  the  face  of  economic  ad- 
versity, were  at  the  root  of  the  incredible  destruction  of  life,  capital, 
trade  and  prosperity  suffered  by  the  pre-baby-boom  generations  of 
the  20th  century.  The  strategies  to  tackle  a  new  wave  of  globalization 
reversal  are  no  mystery;  they  were  learned  through  hard  experience. 

The  pursuit  of  progress  and  security  at  the  global  level  starts 
by  every  country's  keeping  its  house  in  order,  especially  those  that  have 
a  responsibility  to  lead  by  example.  Part  of  this  includes  a  country's 
supporting,  in  a  rational  way,  its  own  people  as  they  adapt  to  the  rig- 
ors inherent  in  free  and  open  markets.  Another  essential  component 
is  rules-based  international  cooperation,  particularly  when  it  comes 
to  containing  or  dissipating  geopolitical  threats  to  global  stability. 

Following  World  War  II  this  concept  of  cooperation  was 
embodied  in  various  institutions  and  covenants,  which,  for  the 
most  part,  worked  well  for  many  years.  Lately,  however,  the  value 
of  international  cooperation  seems  to  have  been  forgotten.  More 
frequently  than  not  international  laws,  agreements  and  institutions 
are  bypassed,  and  various  attempts  to  update  these  indispensable 
instruments  have  failed  roundly.  The  vision  and  leadership  that 
created  and  sustained  them  over  time  is  now  missing.  We  were 
harshly  reminded  of  this  vacuum  this  summer,  first  with  the  lat- 
est collapse  of  the  Doha  Round  and  then  with  a  new  military 
conflagration  in  the  Middle  East.  Fortunately,  the  latter  has — 
at  least  for  the  time  being — been  subdued,  revealingly,  by  old- 
fashioned  diplomacy  and  an  institution  much  vilified  in  recent 
years:  the  United  Nations.  F 


Ernesto  Zedillo,  director,  Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  Lee  Kuan  Yew,  minister  mentor 
of  Singapore;  and  Paul  Johnson,  eminent  British  historian  and  author,  rotate  in  writing  this  column. 
To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Digital  Rules 

j  By  Rich  Karlgaard,  publisher 


The  World's  Accelerating  Prosperity 


THE  U.S.  ECONOMY  GREW  30%  BETWEEN  SEPT.  11,  2001  AND 
ept.  11,  2006.  Our  GDP  today  is  $3  trillion  higher  than  it  was 
live  years  ago.  That  change  alone  surpasses  the  entire  size  of  the 
^orld's  hottest  domestic  economy,  China. 

The  global  economy  has  done  even  better.  It  expanded  47% 
[[luring  the  last  five  years  and  is  now  $15  trillion  a  year  more  boun- 
liful  than  it  was  when  the  terrorists  crashed  jets  into  the  World 
'Irrade  Center,  the  Pentagon  and  a  field  near  Shanksville,  Pa. 

Sorry,  naysayers,  but  this  fact  is  indisputable:  Humankind  is 
growing  richer  at  accelerating  rates.  In  1500 — at  the  dawn  of  the 
Renaissance,  with  its  emerging  scientific  worldview — the  gross 
Jlvorld  product  per  capita  (in  2006  U.S.  dollars)  was  about  $800. 
Aore  than  three  centuries  later,  in  1820,  early  on  in  the  Indus- 
rial  Age,  GWP  per  capita  had  barely  budged,  to  $950. 

Then  it  exploded.  GWP  per  capita  is  now  about  $9,500.  For  the 
Janet's  wealthiest  billion  residents,  who  live  mostly  in  North  Amer- 
:a,  western  Europe  and  Japan,  the  GWP  per  capita  is  more  than  $30,000. 
uxembourg  leads  the  pack  at  $76,000,  while  the  U.S.  clocks  in  at  $42,000. 

"ools  Are  the  Key 

Vs  happy  warriors  for  entrepreneurial  capitalism,  FORBES  takes  a 
backseat  to  no  one.  But  lets  be  honest.  The  plight  of  the  worlds  poor 
;  appalling.  The  worlds  poorest  billion  people — most  of  them  living 
l  Africa  and  India — sadly,  are  stuck  where  they  were  in  1500.  The 
lext  3  billion  poorest — most  of  them  living  in  the  rural  regions  of 
^sia — are  stuck  in  1820.  Top-spot  Luxembourgers  sport  an  annual 
icome  a  hundred  times  greater  than  bottom-place  Burundians. 

Of  course,  wealth  gaps  in  and  of  themselves  are  not  immoral, 
iill  Gates  is  more  than  10,000  times  richer  than  I  am,  but  I  have  no 
omplaints  (and  neither  do  you).  I  am  typing  this  column  in 
Microsoft  Word,  a  tool  that's  made  every  writer's  life  easier,  not  to 
ay  more  productive  and,  thus,  more  wealth-producing.  Thanks  to 
•ill  G.,  I  am  composing  this  column  in  a  luxury  hotel  in  Singapore. 

Wealth  gaps  are  immoral  and  obscene  when  those  at  the  bottom 
re  deprived  of  nutrition,  shelter  and  a  ladder  out.  The  minister  Rick 
Varren  says  poverty  solutions  require  a  full-court  press  of  assistance: 
:om  government,  NGOs,  charitable  and  faith-based  organizations, 
nd  business.  No  single  entity  can  do  the  job.  Government  has  the 
uthority,  NGOs  the  special  expertise,  charities  and  churches  the  ground 
roops  and  distribution  channels,  and  business  the  money  and  tools. 

Every  poverty  fighter  would  like  more  money  from  business. 
>ut  I  think  the  solution  is  more  tools. 

Let's  go  back  to  historic  wealth  creation.  During  the  300  years  be- 
ween  the  Renaissance  and  the  Industrial  Age — years  of  astounding 
dvances  in  science,  art,  literature  and  democratic  governance — the 
WP  per  capita  grew  only  20%.  The  average  man  in  1820  lived  only 
bit  better  than  his  forebears  had  in  1500,  despite  the  accomplish- 


ments of  Leonardo  da  Vinci,  Sir  Isaac  Newton  and  Thomas  Jefferson. 

What  caused  the  slow  linear  march  of  wealth  to  knee  upward 
after  1820?  The  wide  affordability  of  productivity  tools.  These 
tools  come  in  many  forms.  To  simplify,  let's  create  three  cate- 
gories: technology,  communications  and  memes. 
Technology:  The  tool  that  launched  the  Industrial  Revolution  was, 
of  course,  the  steam  engine.  Thomas  Newcomen  of  Dartmouth, 
England  created  the  "atmospheric  steam  engine"  in  1705.  But  it  was 
James  Watt  of  Glasgow,  Scotland  who  added  a  cooling  condenser 
in  1769.  Even  then  Watt's  machine  ran  at  a  pitiful  5  to  8hp  and  fre- 
quently  broke  down.  Cannonmaker  John  Wilkinson  used  higher- 
bore  cylinders  with  Watt's  engine  and  bumped  its  horsepower  to 
40.  Not  until  around  1800  did  the  steam  engine  beat  the  efficiency 
of  actual  horses  in  removing  water  from  iron  mines. 

You  know  the  rest.  Within  three  decades  steam  engines  were 
running  looms  to  make  cheap  clothes  for  the  masses.  The  clothes 
were  shipped  on  trains  drawn  by  steam  locomotives  and  on 
steam-powered  oceangoing  ships. 

The  electric  generator  (1866)  and  the  internal  combustion  en- 
gine (1876)  launched  the  second  leg  of  the  Industrial  Revolution, 
electric  digital  computers  (1940s)  the  third.  The  magic  of  silicon  mem- 
ory chips  (1959)  and  the  microprocessor  (1971)  put  computers  on 
the  price-elasticity  scale  the  world  enjoys  today.  My  BlackBerry  8700 
is  120  times  more  cost-efficient  than  the  desktop  PCs  of  1990. 
Communications:  Think  telegraph  (1830s),  telephone  (1870s),  radio 
(1920s),  Internet  (1969)  and  the  Web  (1991).  To  put  it  another  way, 
from  1500  to  1820,  when  living  standards  rose  only  20%,  communi- 
cations technology  was  stuck  in  the  carrier-pigeon  era.  The  explosion 
of  wealth  is  a  direct  consequence  of  affordable  mass  communications. 
Memes:  These  are  the  ideas — good  and  bad — that  change  a  cul- 
ture. Good  memes  include  Adam  Smith's  Wealth  of  Nations  (1776), 
which  shot  a  fatal  bullet  into  the  meme  of  mercantilism,  the  old  idea 
that  national  wealth  depended  on  gold  reserves,  not  enterprising 
people.  The  U.S.  Declaration  of  Independence  (1776,  what  a  year 
for  memes)  and  the  Constitution  (1789)  advanced  the  ideas  of  self- 
governance,  property  rights  and  the  rule  of  law.  Alexander  Hamil- 
ton gave  us  the  idea  of  a  central  bank  and  stable  currency  (1791). 

Bad  memes  include  communism,  fascism,  anarchism.  Radi- 
cal Islam  is  the  bad  meme  of  our  day,  threatening  to  slow  the 
world's  accelerating  freedom  and  prosperity. 

Global  prosperity  is  accelerating.  Yet  the  plight  of  the  world's 
poor  remains  a  giant  failure  of  our  time.  What  should  be  obvious 
is  that  the  poor  need  more  than  money,  medicine,  food  and  shel- 
ter. They  also  need  the  right  tools  and  memes.  F 


Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  visit 
his  home  page  at  www.karlgaard.com. 
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INFORMER@FORBES.COM 

A  Different  B.S. 

R.H.  Donnelley  Corp.  boss  David  C.  Swanson  does  not  have  the 
college  degree  attributed  to  him  by  company  statements  long 
posted  on  its  Web  site  and  in  other  references.  The  Cary.N.C.  yel- 
low pages  publisher  confirms  Swanson  dropped  out  of  Minnesota's 
St.  Cloud  State  University  in  1976  short  of  a  degree  to  take  a  yellow 
pages  sales  job.  He  joined  Donnelley  in  1985.  Two  Donnelley  press 
releases— including  the  announcement  of  his  promotion  to  chief 
executive  in  January  2002— stated  that  Swanson  holds  a  B.S.  from 

St.  Cloud.  The  claim 
was  repeated  in  a 
2004  trade  pub  profile 
and  in  a  Web-posted 
bio  for  a  trade  group 
he  serves  as  secretary- 
treasurer.  After  in- 
quiries by  FORBES 
Donnelley  fixed  vari- 
ous postings,  and 
Swanson,  who  hadn't 
told  his  board  and  ini- 
tially blamed  outside 
contract  publicists  in 
part  for  the  false  claim,  issued  a  statement  taking  "full  responsibil- 
ity" for  the  "regrettable  situation."  But  who  says  you  need  a  college 
education  for  success  in  business?  Swanson,  51,  received  total  com- 
pensation of  $4.5  million  for  2005.  During  his  watch  at  the  top 
Donnelley  stock  has  risen  85%.  — William  P.  Barrett 

Farm  Economics 

International  Telecommunications  shareholders  must  be  reading 
the  press  releases  the  firm  issued  calling  itself  a  "major  player  in 
the  voice,  video  and  data  via  Internet  protocol  markets  world- 
wide." Shares  in  the  Fullerton,  Calif,  company  are  up  50%  this 
year  to  a  recent  $6,  making  for  a  $182  million  market  cap.  But  it's 
not  clear  investors  also  reviewed  the  financials.  Since  its  2000 
inception  the  outfit  has  had  total  revenues  of  just  $22,350— 
AT8cT's  intake  every  16  seconds.  ITel's  loss  for  2005:  $8.04  a 


Creative  Writing 


Buy-and-Scold  Strategy 

A  new  Financial  Analysts  Journal  study  says  arbitragers 
playing  pending  changes  in  the  lists  making  up  the  large- 
cap  S&P  500  and  small-cap  Russell  2000  indexes  reap 
$1  billion  yearly  at  the  expense  of  index  mutual  fund 
investors.  Finance  professors  Honghui  Chen,  Gregory 
Noronha  and  Vijay  Singal  say  arbs  quickly  buy  stocks  to  • 
be  added  and  short  those  departing,  while  managers  of 
index  funds  based  on  those  lists  act  only  on  the  date  of 
change,  when  prices  are  unfavorable.  The  profs  suggest 
index  changes  be  made  with  little  or  no  notice.    — W.P.B. 


share.  The  company  warns  in  filings  it  lacks  funds  for  opera 
tions— yet  boss  Alie  Chang  bills  $42,000  per  year  to  rent  office 
space  in  her  home.  She  says  that  ITel  hopes  to  sell  new  stock  pri 
vately,  albeit  at  a  discount  to  current  prices.  Sighs  Chang:  "Mone] 
is  a  big  problem.  It's  like  chicken  and  eggs."      — Matthew  Ranc 

We  Just  Might  Find  It  Difficult 

Destin,  Fla.  developer  Jerry  L.  Wallace's  recent  book,  sporting  hi. 
mug  on  the  cover  (below),  is  entitled  Dealmaker:  A  Billionaire 
Blueprint  for  Success,  but  his  latest  financial  statement,  preparec 
this  summer  by  outside  accountants,  fixes  his  net  worth  at  jusi 
$250  million.  Speaking  for  Wallace,  Rodney  Bell,  who  heads  hi 
main  development  unit,  defends  the  conceit  of  the  subtitle  of  fh< 
$24.95  book  on  the  basis  of  down-the-road  expectations.  Jacka 
blurbs  on  the  158-page  tome,  a  review  copy  of  which  was  sent  t<j 
FORBES,  claim  that  Wallace  has  "put  under  construction,  plan 

ning  or  contract  more  than  $« 
billion  in  property  in  less  thai 
four  years."  Admitting  this  fig 
ure  includes  the  projected 
future  values  of  various  rea 
estate  developments  ii 
several  states,  Bell  allows 
"You  might  find  it  diffi 
cult  to  count  it  the  wa; 
we  do."         —  W.P.E 


Claims  of  expense-account  padding  by  prominent  persons  seem  to  be  a  problem,  judging  from  these  recent  matters. — W.P.B. 


INDIVIDUAL  /  POSITION 


ALLEGATIONS  INCLUDE  BILLING  FOR 


CURRENT  STATUS 


Conrad  Black  /  chief  executive,  Hollinger  International 


$42,000  of  tab  for  wife's  birthday  party    awaits  trial  after  not-guilty  plea 


Thomas  Coughlin  /  vice  chairman,  Wal-Mart 


guns,  vehicle  repair,  liquor,  food 


home  jail,  restitution,  resigned 


R.  Michael  Gallagher  /  dean,  U.  of  Medicine  &  Dentistry  of  N.J,  travel  costs  also  reimbursed  by  others  resigned 


Azeezaly  S.  Jaffer  /  p.r.  boss,  U.S.  Postal  Service 


extravagant  meals  and  drinks 


resigned,  denies  improprieties 


Michael  Snyder  /  chief  executive,  Red  Robin  Gourmet  Burgers   $1.25  million  for  personal  use  of  aircraft  resigned,  restitution 


John  W.  Sonedecker  /  schools  supt,  Three  Village,  N.Y 


$43,880,  including  strip-club  visits 


probation,  restitution;  resigned 


George  Strait  /  p.r.  official,  University  of  California,  Berkeley      $2,000  for  nonbusiness  travel,  gifts 


resigned,  restitution 


Sources:  Official  reports;  news  accounts. 
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■  Louis  le  Brocquy. 

pllection:  National  Gallery  of  Ireland. 


Ireland^ 


The  Irish  mind. 

An  abundant  supply  of  that  rare  commodity  you'll 
need  to  bring  your  business  to  peak  performance. 

The  Irish.  Creative.  Imaginative.  And  flexible.  Agile  minds  with  a  unique  capacity  to  initiate,  and  innovate, 
hout  being  directed.  Always  thinking  on  their  feet.  Adapting  and  improving.  Generating  new  knowledge  and 
J/v  ideas.  Working  together  to  find  new  ways  of  getting  things  done.  Better  and  faster. 

This  flexible  attitude  pervades  the  ecosystem.  Nowhere  else  will  you  find  such  close,  frequently 
jrmal,  links  between  enterprise,  education  and  research  facilities  and  a  pro-business  Government.  Connected 
'a  dynamic  information  infrastructure.  In  Ireland,  everything  works  together. 

With  its  innate  knowledge  and  flexibility,  the  Irish  mind  can  be  the  pathway  to  profit  for  your  business, 
learn  more,  contact  the  Irish  Government's  inward  investment  agency,  IDA  Ireland,  345  Park  Avenue, 
w  York  on  212  750  4300,  e-mail  idaireland@ida.ie  or  log  on  to  www.idaireland.com 


A  IDA 

IRELAND 


Follow-Through 


2004 


Cleaning  Up  Suits 


BBSS** 


Two  years  ago  the  lucrative  securities  class 
action  industry  had  gotten  around  Congress' 
attempts  at  a  crackdown.  At  long  last  filings  seem 
to  be  diminishing.  The  Securities  Class  Action 
Clearinghouse  at  Stanford  reports  federal 
securities  cases  fell  45%  in  the  first  half  of 
2006  to  61,  the  lowest  level  since  1996.  Con- 
gress has  since  closed  a  loophole  in  the  1995 
reform  act  that  had  prompted  lawyers  to  file  in  state  court.  Now  suits  claim- 
ing more  than  $5  million  must  be  filed  at  the  federal  level.  The  plaintiffs  bar 
is  also  reeling  from  the  indictment  in  May  of  partners  at  industry  leader 
Milberg  Weiss  for  paying  kickbacks  to  figurehead  plaintiffs.  Stanford's  Joseph 
Grundfest  predicts  options-backdating  cases  won't  pick  up  the  slack  because 
there's  little  evidence  that  backdating  hurt  stock  prices.         — Daniel  Fisher 

APRIL  15  2002 


In  High  Spirits 


Looks  like  malt-based  drinks  don't  have  staying  power,  at  least  in  the  West. 
At  the  time  of  our  story  on  British  liquor  behemoth  Diageo,  Smirnoff  Ice,  a 
lemony  malt  drink,  was  a  hit  with  the  bar-hopping  crowd,  compensating 
for  sluggish  beer  sales  in  the  U.S.  and  Europe.  Since  then  sales  in  Smirnoff 
Ice's  category,  ready-to-drink  beverages,  have  slipped,  including  a  22%  dip 
last  year  in  Europe.  But  don't  cry  for  Diageo,  owner  of  brands  like  Tan- 
queray  and  Johnnie  Walker.  Demand  for  its  main  brands  in  North  America 
contributed  to  a  9%  sales  jump  and  a  43%  rise  in  net  income  in  fiscal  2006. 
It  also  sold  Burger  King  and  bought  back  Diageo  shares.  Diageo's  New  York 
Stock  Exchange-listed  ADRs  are  trading  at  $70,  up  from  $52  when  our  story 
ran.  And  in  developing  countries,  Smirnoff  Ice  is  hot.        — Heidi  Brown 

APRIL  11,  2005 

Cheater 

Telecom  entrepreneur  Walter  Anderson  was  outraged  when  we  included 
him  on  a  list  of  "the  Richest  Tax  Cheats."  He  wrote  us  a  blistering  letter  from 
prison,  where  he  was  being  held  without  bail,  proclaiming  his  innocence.  In 
September  Anderson,  52,  pleaded  guilty  to  tax  evasion  and  fraud,  in  what 
federal  prosecutors  call  the  largest  personal  tax  evasion  case  in  history. 
Anderson  pleaded  guilty  to  evading  taxes  on  $365  million  of  earnings  from 
1998  to  1999.  He  faces  up  to  ten  years  in  prison.  —Janet  Novack 


Damaged  File 


As  our  "Informer"  page  item  on  an  outfit  called  MedeFile  hit  the  street,  stock 
in  the  Cedar  Knolls,  N.J.  company  began  to  plummet,  falling  82%  to  a  recent 
95  cents.  That  means  $800  million  of  shareholder  wealth  has  vanished.  Our 
item  described  how  MedeFile,  which  sells  computer  storage  systems  for  med- 
ical records,  had  no  meaningful  revenues,  a  negative  net  worth  and  a  going- 
concern  warning  in  its  latest  quartern  filing.  —Matthew  Rand 


FLASHBACKS 


85  YEARS  AGO  IN  FORBES  |  AUGUST  20, 1921 

Tax  and  Spend  Must  End  The  Republican 

administration  may — not  without  justice — claim 
credit  for  having  done  several  important  things 
to  alleviate  business  depression  and  to  hasten 
the  revival  of  activity,  but  if  no  substantial  relief 
from  the  present  impossibly  burdensome  taxes  is  ' 
afforded.  President  Harding  and  his  associates  will 
find  themselves  criticized  and  condemned.  The 
government  has  been  taking  such  an  enormous 
share  of  large  incomes  and  business  profits  that  the 
spirit  of  enterprise  has  been  seriously  dampened. 
Very  wealthy  men  have  been  compelled,  through 
the  levying  of  income  tax  rates  running  up  to  73%, 
to  cease  investing  in  corporate  securities  and  to 
transfer  their  funds  into  tax  exempt  issues. 

30  YEARS  AGO  IN  FORBES  |  AUGUST  15, 1976 

Lockheed's  Cash  Flow  Lockheed  generates 

a  large  cash  flow,  despite  its  L-1011 
t         losses,  because  of  its  remarkable  tech- 

•  nological  ability,  year  after  year,  to 

*  remain  the  U.S.  Defense  Department's 
No.  One  supplier.  The  bulk  of  the 
company's  non-L-1011  sales — some 
$2.8  billion  out  of  last  year's  $3.4  bil- 
lion total— comes  from  military  items 
such  as  the  C-130  Hercules  transport, 
the  P-3  Orion  and  S-3A  Viking  anti- 
submarine planes  and  the  Trident  and 
Poseidon  fleet  ballistic  missiles.  Last 
year,  while  the  L-101 1  was  losing 
$94  million,  Lockheed's  other  products 
chalked  up  operating  earnings  of 
$241  million.  That  is  a  lot  of  money. 

Lockheed  Martin  just  won  a  multi- 
billion-dollar  contract  to  build  the  next  U.S. 
spaceship  for  human  flight. 

25  YEARS  AGO  IN  FORBES  |  JULY  6, 1981 

BP  Drills  Beyond  Oil  British  Petroleum 
executives  have  long  been  aware  of  the  need  to 
broaden  their  operations  beyond  oil.  Alan 
Thomas,  an  analyst  with  the  London-based  firm 
of  Kitcat  &  Aitken,  calculates  that  close  to  100% 
of  BP's  $1.3  billion  in  1980  earnings  came  from 
its  stake  in  Alaska.  Though  BP's  earnings  from  its 
rich  Forties  field  in  the  North  Sea  amounted  to 
about  $1  billion,  most  of  that  was  offset  by  some 
$700  million  in  losses  in  European  refining  and 
marketing,  and  on  chemicals.  BP  has  been  slow 
to  diversify  because  its  investments  in  Alaska  and 
the  North  Sea  have  required  so  much  cash. 

BP  is  being  probed  by  federal  investigators  who 
suspect  the  company  manipulated  markets. 
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F  YOU'RE  NOT 
JSING  INTELLIGENT 


COMMUNICATIONS, 


4% 


WHAT  SORT  OF 


COMMUNICATIONS 
\R£  YOU  USING? 


Producing  the  Avaya 
ine-X™  Deskphone  Edition. 
Jhleashing  the  power  of 
\  telephony. 

faya,  the  global  leader  in  voice 
flmmunications,  continues  to  lead  the 
ey  in  Intelligent  Communications, 
le  one-X  Deskphone  Edition,  part  of 
|jr  one-X™  family  of  powerful  solutions, 
•f)  help  take  the  productivity  of  your 
Isiness  to  a  whole  new  level.  It  is 
|ded  with  the  features  and  benefits 
i|u  told  us  you  wanted— high-fidelity 
jund,  an  intuitive  user  interface,  and 
ijihanced  functionality  that  leads  to 
ifeatly  improved  productivity. 


In  fact,  business  professionals  estimate 
the  following  productivity  gains  with 
the  one-X  Deskphone  Edition:* 

33%  less  time  searching  for  call  contacts 
50%  less  time  playing  phone  tag 
50%  cost  savings  on  conferencing 

See  all  the  ways  the  one-X  Deskphone  Edition 
can  help  you  maximize  the  possibilities  of 
IP  telephony  and  give  your  business  a 
competitive  advantage. 

"See  it,"  "Hear  it,"  and  "Feel  it"  at: 

avaya.com/seeitnow 
Are  you  one-Xperienced? ™ 


IP  Telephony 


Contact  Centers 


AVAVA 


Productivity  Survey.  April  2006  (claims  based  on  survey  data,  not  actual  usage) 


6  Avaya  Inc.  All  Rights  Reserved.  Avaya.  the  Avaya  Logo,  and  all  trademarks  identified  by  ®,  and  TM  or  SM 
gistered  trademarks,  trademarks,  or  service  marks  of  Avaya  Inc..  and  may  be  registered  in  certain  jurisdictions 


On  My  Mind 


By  Daniel  Esty,  Yale  environment  professor,  and  Andrew  Winston,  Yale  Corporate  Environmental  Strateg 

PROJECT  DIRECTOR. 


If  s  Easy  Being  Green 

Making  profits  doing  it  is  another  matter. 


ENVIRONMENTAL  STRATEGY  IS  ALL 
the  rage  these  days,  as  companies  try 
to  turn  green  to  gold.  General  Elec- 
trics "ecomagination"  campaign  rep- 
resents the  flagship  effort.  Wal-Mart 
Chief  Executive  Lee  Scott  sent  shivers 
up  the  retail  giants  supply  chain  with 
his  promise  to  make  his  company  the 
worlds  biggest  seller  of  organic  prod- 
ucts. Smaller  companies  are  also  get- 
ting into  the  act.  Coleman  Natural 
Meat  is  finding  a  brisk  market  for  its 
antibiotic-free  cuts  of  beef. 

Not  so  fast!  While  the  opportunities 
to  cut  costs,  reduce  risk,  create  new 
products  and  win  customers  are  most 
definitely  there,  not  every  green  initia- 
tive pays  off.  Indeed,  our  four-year  study 
of  corporate  environmental  strategies  re- 
veals that  many  such  efforts 
fall  flat.  For  our  book,  Green 
to  Gold:  How  Smart  Compa- 
nies Use  Environmental  Strat- 
egy to  Innovate,  Create  Value, 
and  Build  a  Competitive 
Advantage,  we  interviewed 

hundreds  of  executives  at  dozens  of  companies  and  heard  many 
stories  of  tough  choices,  hard  tradeoffs  and  outright  losses. 

The  Body  Shop  built  a  famously  green  brand  with  its  com- 
mitment to  eco-friendly  ingredients,  but  the  company  struggled 
financially  for  years  and  has  now  been  bought  by  L'Oreal. 

Even  the  well-known  leaders  of  green  business  have  found  it 
tough  going  at  times.  For  example,  3M's  decadeslong  "pollution 
prevention  pays"  effort  produced  hundreds  of  millions  of  dollars 
in  savings,  yet  the  company  hit  a  wall  in  the  mid-1990s.  3M  sci- 
entists developed  a  new  line  of  Post-its  for  vertical  surfaces  like 
computer  screens,  but  the  stronger  adhesive  required  solvents 
that  created  toxic  emissions.  Chief  Executive  Livio  DeSimone 
had  declared  that  the  company  would  not  invest  in  new  tech- 
nologies that  relied  on  these  nasty  chemicals.  So  the  Post-it  folks 
went  back  to  the  drawing  board.  Six  years  later  they  came  up 
with  a  solventless  solution  that  worked  and  kept  the  company's 
environmental  commitment  to  employees  and  customers.  But 
the  delay  cost  the  company  tens  of  millions  of  dollars  in  revenue. 

Other  green  strategies  fail  to  win  points.  Ford  Motor  spent  $2 


The  Body  Shop  built  a  famously 
green  brand,  but  the  company 




billion  refurbishing  its  ancient  River 
Rouge  plant  to  produce  the  greenest 
auto  factory  in  the  world;  it  even  has 
grass  on  the  roof.  Yet  environmentalists 
continue  to  trash  the  company  because 
Ford's  big  issue  is  not  factory  pollution 
but  the  greenhouse  gas  emissions  from 
its  gas-guzzling  vehicles. 

Like  Ford,  Shell  discovered  that 
public  opinion  can  be  difficult  to 
manage.  Before  announcing  its  inten- 
tion to  dispose  of  its  Brent  Spar  oil 
platform  in  the  North  Sea,  Shell 
undertook  exhaustive  environmental 
studies.  The  plan  to  sink  the  retired  rig 
and  create  an  artificial  reef  emerged  as 
the  environmentally  optimal  solution 
and  was  ratified  by  the  British  govern- 
ment. But  Greenpeace  occupied  the 
platform  anyway,  convinc- 
ing the  public  that  sinking 
the  rig  would  cause  disas- 
trous ocean  contamina- 
tion. In  the  end  Shell 
retreated  and  took  the 
structure  apart  without 
sinking  it,  an  outcome  that  added  considerable  expense. 

The  difficulty  of  getting  customers  to  change  their  behavior 
cannot  be  underestimated.  Unilever  tried  to  sell  concentrated 
laundry  detergent  to  reduce  packaging  waste — and  ended  up 
with  angry  customers  who  thought  they  were  getting  less  foi 
their  money.  Starbucks,  on  the  other  hand,  did  the  calculation 
before  it  launched  its  now  universal  coffee  cup  "sleeve."  First  the 
company  developed  an  eco-friendly  heat-resistant  paper  cup 
Then  it  calculated  that  if  only  10%  of  its  customers  still  insisted 
on  double-cupping,  total  waste  would  actually  go  up.  So  instead 
of  using  the  environmentally  optimal  cup,  Starbucks  found  a 
middle  ground  with  the  customer-pleasing  sleeve. 

Sometimes  it's  best  to  stress  traditional  selling  points  like  price 
and  quality  and  make  green  an  extra  marketing  point.  Toyota 
launched  its  Prius,  which  garners  a  big  price  premium,  with  a  sales 
pitch  focused  on  the  car's  cool  technologies  and  quality,  with  the 
environmental  benefits  of  its  hybrid  engine  only  a  kicker.  You'll  fine 
many  opportunities  to  turn  green  into  profits,  but  you'll  need  a  good 
map,  one  that  shows  where  the  land  mines  lie. 
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Take  the  mystery  out 
of  planning  for  "if." 


[Let's  shed  some  light  on  life  insurance. 

I  For  every  "if"  in  life,  there's  a  solution.  Like  protecting  your  family  with  life  insurance.  Choosing  the  right  coverage  doesn't 
i have  to  be  as  costly,  complicated  or  mysterious  as  you  may  think.  MetLife  is  the  largest  provider  of  life  insurance  in  the 
Eu.S.  Our  representatives  help  sort  through  your  choices  to  build  on  what  you  already  have  and  adjust  for  your  growing 
needs.  Starting  with  your  existing  coverage,  we'll  collaborate  with  you  to  fill  in  the  gaps  and  help  you  create  your  personal 
safety  net.  Demystifying  life  insurance  is  as  simple  as  calling  on  our  expertise.  Together  we  can  make  a  plan  for  "if." 

MetLife 

Call  1-888-MetLife  or  visit  metlife.com. 

Guarantees  for  the  if  in  life.  nave  you  met  life  today? 


Guarantees  apply  to  certain  insurance  (not  securities  and  investment  and  advisory)  products  and  are  subject  to  product  terms,  conditions,  exclusions  and  limitations  and  the  insurer's  claims-paying 
ability  and  financial  strength.  Metropolitan  Life  Insurance  Company,  New  York,  NY  10166,  MetLife  Investors  USA  Insurance  Company,  Irvine,  CA  92614.  MetLife  and  its  affiliates  are  the  largest  life  insurance 
organization  in  the  U.S.  based  on  the  in-force  life  insurance.  2005  AM  Best.  ©2006  MetLife,  Inc.  PEANUTS  ©UFS,  Inc.  L0608AW5A(exp1208)  ENT-LD 


When  businesses 
;et  serious  about 

INFORMATION 

MOBILITY 

they  get  Sybase. 


Ready  to  get  serious  about  mobilizing  your  enterprise?  Choose  the  company  that  81  of  Fortune  100  organizations 
rely  on  to  securely  deliver  decision-ready  information  to  the  point  of  action  while  giving  you  the  IT  control  you  need: 
Sybase.  Leveraging  proven,  industry-leading  software,  our  powerful,  new  Information  Anywhere*  Suite  provides 
modular  components  for  email/PIM,  heterogeneous  device  management  and  security,  and  enterprise  application 
enablement.  So  if  you're  ready  to  make  the  Unwired  Enterprise  a  reality,  Sybase  can  help  you  deliver  some  serious 
results. To  learn  more,  visit  www.sybase.com/getserious3 


Copyright  ©2006  Sybase,  Inc.  All  rights  reserved  Sybase,  the  Sybase  logo,  and  Information  Anywhere  are  trademarks  of  Sybase.  Inc. 
it  indicates  registration  in  the  United  States  of  America  All  product  and  company  names  are  trademarks  of  their  respective  owners 


Sybase 


utfront 


WWW.FORBES.COM 


YOUR  HOUSE  AS  ATM 


on 


I  HE  BAD  NEWS  KEEPS  COMING 
from  the  home  front.  Buyers  are  holding 
back,  enough  to  send  median  sales  prices 
down  2%  or  more  in  Cleveland  and  Min- 
neapolis. KB  Home  recently  slashed  earn- 
ings estimates  for  the  second  time  since 
June.  Shares  of  home  builders  have  fallen 
40%  in  the  past  year.  The  head  of  Toll 
Brothers,  a  big  luxury-home  builder,  says 
the  downturn  is  the  most  troubling,  and 
perplexing,  in  decades:  The  economy, 
after  all,  is  still  growing  strongly. 
Well,  at  least  for  the  moment. 
The  question:  How  much  of  a  blow  to  the 
economy  will  shaky  house  prices  deliver? 
Right  now  home  prices  nationally,  even  after 
recently  weakening,  are  still  up  10%  in  the 
year  through  June.  But  even  if  prices  simply 
move  sideways,  the  effect  on  the  economy 
could  be  nasty.  That's  because,  in  the  bear- 
ish view,  all  those  people  who  treat  their 


Housing  Squeeze 

Even  if  the  housing  numbers  get  no  worse,  the  economy  still  may  take  a  big  hit. 
Consumers  might  run  out  of  home  equity  to  borrow  against. 

By  Bernard  Condon 
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Barclays'  Dean 
Maki:  Don't 
worry ... 


nomes  like  a  bank,  using  money  they  bor- 
rowed against  rising  home  values  to  buy  iPods 
or  take  vacations  or  eat  out,  will  be  crimped 
if  values  don't  keep  rising.  That  could  ping 
the  economy  hard,  given  that  consumer 
spending  accounts  for  70%  of  gross  domes- 
tic product.  The  bearish 
case  is  set  out  by  A.  Gary 
Shilling  (see  p.  110). 

The  softening  of  con- 
sumer spending  would 
come  on  top  of  already 
falling  spending  on  residen- 
tial investment:  building 
i  new  homes  or  additions  to 
old  ones.  A  sharp  reduction 
[in  residential  investment,  down, 
say,  $100  billion  in  two  years  from 
'$800  billion  today,  could  trim 
!  three-quarters  of  a  percentage 
joint  from  GDP  growth. 

There  is  a  lively  debate  among 
aconomists,  however,  over  how 
[strongly  spending  is  linked  to 
lome  values.  If  the  link  is  weak, 
the  housing  slowdown  wont  hurt 
the  economy  all  that  much.  Econ- 
omists have  looked  at  this  pivotal 
question:  Do  people  spend  more 
f  they  have  cash  in  their  hands 
they've  extracted  from  appreci- 
ited  homes  than  they  do  with  just 
!  |  he  knowledge  that  their  homes  have  appre- 
ciated? One  side  savs  this  so-called  wealth 
l  effect  on  spending  is  the  same  whether 
vealth  is  on  paper  or  in  cash:  about  4  cents 
or  every  dollar  increase  in  value.  The  other 
;ide  says  having  the  cash  in  hand  often 
joosts  spending  by  50  cents. 

The  difference  is  big  and  suddenly 
mportant.  Last  year  Americans  took 
5678  billion  in  cash  out  of  their  homes 
hrough  home  equity  loans,  cash-out 
•efinancings  and  the  like,  equivalent  to 
p%  of  disposable  income  (see  chart). 
This  estimate,  from  Barclays  Capital, 
:onsists  of  the  increase  in  home  mort- 
gage debt  minus  the  outlays  to  build  new 


homes  and  improve  old  ones  beyond 
what's  required  to  offset  depreciation 
and  decay. 

So,  how  quickly  will  home  equity 
extraction  fall?  Barclays  Capital  chief  U.S. 
economist,  Dean  Maki,  an  outspoken 
critic  of  home-as-ATM  theorists,  says:  "If 
you  buy  into  the  notion  that  people 
spend  all  the  money  available  to  them, 
then  one  should  see  a  sharp  slowdown. 
This  is  the  test." 

Maki  says  consumers  act  prudently, 
putting  most  of  the  cash  extracted  from 


Heyr  Big  Spender 

Hatzius  says  Americans  tapped  their  homes  to 
finance  high  lifestyles.  Maki  says  that  extra  cash 
went  into  investments  and  to  repay  debt. 


'90      '92      '94      '96      '98      '00      '02  '04 
'Change  in  mortgage  debt  over  previous  four  quarters  minus 
residential  investment.  Source:  Barclays  Capital. 


homes  into  stocks  or  bonds  or  paying  off 
credit  card  debt.  He  points  out  that  con- 
sumer spending  growth  has  held  steady 
through  the  home  refinancing  booms 
and  busts.  In  this  he  is  in  accord  with 
mainstream  economic  thinking,  famously 
articulated  by  Nobel  Prize  winners  Franco 
Modigliani  and  Milton  Friedman,  that 
people  spend  newfound  wealth  in  disci- 
plined increments  so  it  lasts  a  lifetime. 

Maki  is  bullish:  The  recent  dip  in  con- 
sumer spending  to  an  annualized  2.6% 
growth  rate  in  the  second  quarter  is  the 
bottom,  he  declares.  Spending  will  now 
rise  at  a  3.5%  annual  rate  in  both  the  third 
and  the  fourth  quarters,  he  forecasts.  GDP 


growth  next  year:  2.9% 

On  the  other  side:  Jan  Hatzius,  Gold- 
man Sachs'  chief  U.S.  economist.  He 
cites  a  recent  Federal  Reserve  survey  that 
suggests  people  drawing  cash  from  their 
homes  do  indeed  spend  about  half  on 
home  improvement  and  consumer 
goods.  A  drying-up  of  this  money  over 
the  next  several  quarters,  then,  would 
have  an  effect  similar  to  a  cut  in  wages. 
He  predicts  that  the  Fed,  eager  to  soften 
the  blow  from  America's  lurch  to  frugal- 
ity, will  lop  1.25  percentage  points  off 
the  fed  funds  rate  next  year.  His 
odds  on  a  consumer-led  reces- 
sion: one  in  three. 

Hatzius'  claim  to  fame  dates 
back  to  a  2002  report  that  created 
a  bit  of  a  furor  on  Wall  Street. 
Titled  "Mortgaging  the  Econ- 
omy's Future,"  it  warned  that 
America  was  overly  dependent 
on  climbing  residential  invest- 
ment and  home  prices.  (A  recent 
Maki  report:  "Consumers  Aren't 
Mortgaging  the  Future.")  Hatzius 
is  just  as  stubborn  as  Maki  in  his 
belief  and  is  quick  to  remind  crit- 
ics he's  already  been  proved  right 
on  the  residential  invest- 
ment part. 

"There's  one  side  that 
has  been  wrong,  and 
that's  the  one  that  said 
housing  is  a  sideshow," 
Hatzius  says.  "So  now 
they're  turning  to  another 
question:  Is  it  going  to  cut 
consumer  spending?" 
You  would  think,  with  all  the  data 
available,  the  economists  would  have 
settled  this  one  by  now.  But  the  practice 
of  extracting  cash  from  homes  took  off 
only  a  decade  ago.  So  the  Fed  is  to  a  large 
degree  sailing  in  uncharted  waters.  So 
are  investors  whose  growth  forecasts 
that  consumers  will  ^ 


...  Goldman's 
Jan  Hatzius: 
Yes,  worry. 


presume 
consuming. 


keep 
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PLUMBING  101 


Get  Hunt  and  Liddy  on  the  Phone 

Hewlett-Packard's  Clouseaus  used  the  wrong  techniques  |  By  Daniel  Fisher 


m  EWI.ETT- PACKARD  CHAIRMAN 
Patricia  Dunn  had  every  reason  to 
1  stuff  up  leaks  from  confidential 
I  board  meetings.  She  just  went 
about  it  the  wrong  way,  by  hiring 
investigators  who  got  phone  records  of 
directors  and  reporters  by  posing  as  them, 
or  "pretexting."  Here  are  some  perfectly  legal 
ways— in  most  places,  anyhow — to  track 
down  insiders  with  loose  lips. 

►"Ghosting"  e-mail  corporate 

computers  are  fair  game  for  snooping  in  the 
U.S.  (Some  European  countries  have  stricter 
privacy  rules.)  So  in-house  spooks  can 
divert  copies  of  incoming  and  outgoing 
e-mail  to  a  separate  file  for  monitoring. 


►  Baiting  the  hOOk  You  hold  a  meet 
ing,  and  you  announce  something  that  will  isolate  the  people  there," 
says  Gregory  Suhajda,  a  former  FBI  and  Secret  Service  agent  who 
is  chief  operating  officer  of  Veritas  Global,  a  corporate-security  firm. 
"If  ten  minutes  later  it  comes  out  on  a  blog,  you  know  it's  one  of 
those  eight  to  ten  people."  Variations  include  handing  out  docu- 


ments with  hidden  watermarks  or  versions  with 
subtly  different  details. 

►  Software  SnOOp  Corporate  investiga- 
tors have  programs  that  can  sift  through  e-mail 
and  other  electronic  documents  looking  for  dis- 
tinctive word  patterns,  even  when  employees 
try  to  speak  in  code.  "Social  network  analysis" 
software  "can  tell  you  who's  talking  to  whom," 
including  suspicious  contacts  with  outsiders,  says 
Carmen  Oveissi  Field,  a  computer  expert  with 
Daylight  Forensic  &  Advisory. 

►Metadata  The  average  e-mail  message 
contains  reams  of  information  that  can  be  use- 
ful to  an  in-house  spook  from  the  computer  used 
to  create  the  message  to  whether  it  was  altered 
after  it  was  received. 


*  Surveillance  There's  nothing  illegal  about  following  suspects 
around,  says  John  Carroll,  a  Chattanooga,  Tenn.  security  consult- 
ant. That  may  include  videotaping  them  as  they  dial  numbers  on 
the  phone  and  observing  their  lunch  partners.  "A  lot  of  the  time 
leaking  is  done  casually,"  Carroll  notes.  F 


ice,  Cheaters  and  Leakers! 


Say  you're  a  cheating 
husband  wanting  to  set  up 
a  date  with  your  girlfriend. 
Or  a  director  at  a  $90  billion 
computer  company  looking 
to  leak  secrets  to 
reporters.  Somebody  might 
have  the  audacity  to 
pose  as  you  in  order  to 
obtain  your  phone  records. 
How  do  you  cover  your 
tracks?  Get  help  from  one 
of  a  bevy  of  companies 
offering  cloaked  phone 
connections. 

Last  year  a  Toronto  outfit  called 
Discrete  Telecom  started  peddling  the 
Cove^  '  ai  d,  a  prepaid  phone  card  that 
runs  $20  per  hour  of  call  time.  Users 
dial  the  servi-  e's  .oil-free  number  plus 
their  destination  number  and  are 


routed  over  a  Voice  over  Internet 
network  to  their  destination.  Phone 
records  show  Discrete  Telecom's  toll- 
free  number  as  the  destination  number, 
making  the  user's  call  log  worthless  to  a 
nosy  private  eye  using  pretexting. 
Discrete  Telecom  refuses  to  turn  over 
its  records,  even  to  its  own  customers, 
unless  compelled  by  a  court  order. 

Covert  Card  users  can  also  send  out 
phony  numbers  and  names  to  caller- 
identification  devices  as  well  as  alter 
the  pitch  of  their  voices.  Police  and 
private  investigators  have  been  the 
biggest  fans  of  the  service  so  far — 
perhaps  for  doing  a  little  pretexting  of 
their  own?  "Anonymity  is  vital  in  an 
age  when  anyone  can  play  Big 
Brother,"  says  a  Discrete  Telecom 
spokesman  who,  keeping  with  the 
company's  philosophy,  refuses  to  give 


lis  name  or  the  location  of  his  office. 

Tossable  Digits  of  Falls  Church,  Va. 
sells  a  similar  service  for  incoming  calls 
for  $5  per  hour.  A  bettor,  for  example, 
can  give  his  Tossable  Digits  number  to 
his  bookie,  whose  calls  are  rerouted  over 
the  Internet  to  the  sneaky  gentleman's 
cell  phone.  The  bookie's  number  can  be 
blocked  from  the  recipient's  caller  ID  and 
will  never  appear  in  his  call  records. 

In  May  publicly  held  United  Online, 
owner  of  NetZero,  started  offering  free 
anonymous  voice  mailboxes  accessible 
by  both  standard  phones  and  through 
a  Web  site.  It  wouldn't  be  easy  for  a 
snoop  to  find  these  messages. 

Still,  there  is  no  such  thing  as 
absolute  privacy.  A  federal  agent  with 
a  subpoena  and  a  lot  of  computing 
time  can  match  up  records  of  your 
phone  company  and  records  of  the 
anonymizing  firm  and  thus  track  your 
connections.  — Evan  Hessel 
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In  today's  marketplace,  it  seems  that  conspiring  news  and  events  can  easily  blow  you  off  course.  However,  you  may  find 


a  less  volatile  approach  with  Nuveen  Investments.  From  fixed-income  to  value  and  growth  equities,  we  can  help  investors 


and  their  advisors  build  strong,  long-term  strategies.  And  our  108-year  history,  along  with  specialized  asset  manage 


NWQ,  Rittenhouse,  Nuveen,  Symphony,  and  our  newest  member,  Santa  Barbara — offer  you  more  ways  to  achieve  balance 


and  keep  you,  and  your  retirement,  away  from  hazards.  To  learn  more,  contact  your  advisor  or  visit  us  at  nuveen.com. 


NUVEEN 

Invest  men  ts 


Smarter  ways  to  be  conservative: 


There  are  risks  in  any  investment,  and  it  is  important  to  evaluate  the  risks  against  any  potential  rewards 
and  to  determine  your  tolerance  for  risk  when  selecting  an  investment.  ©2006  Nuveen  Investments,  Inc. 
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MELTDOWNS 


The  Boss,  Out  of  Control 

Sumner  Redstone,  rather  than  exiting  the  stage,  has  commandeered  the 
spotlight — and  his  performance  is  not  good  By  Brett  Pulley 


■M  S  SUMNER  REDSTONE  LOSING  IT? 
I  Two  weeks  after  rudely  ousting  Tom 
I  Cruise,  indelicately  citing  the  bizarre 
I  antics  of  the  superstar  whose  movies 
Hi  had  grossed  $3  billion,  the  octogenar- 
ian chairman  of  Viacom  abrupdy  fired  his 
trusted  longtime  lieutenant,  Thomas  Fres- 
ton,  who  had  been  with  the  company  for 
26  years. 

Redstone  cited  his  frustration  at  Via- 
com's tepid  stock  performance,  down  1 1% 
in  eight  months  since  the  company  split 
off  CBS  and  named  Freston  chief  execu- 
tive. Wall  Street  responded  by  knocking 
another  5%  off  Viacom's  share  price  in  five 
days,  a  dip  that  reduced  the  value  of  Red- 
stone's 1 1.5%  stake  by  $130  million.  Some 
on  Wall  Street  and  in  Hollywood  saw  the 
move  as  an  irrational  attempt 

Redstone,  with  his  wife, 
Paula  Fortunato,  says  he's  wKJr 
"doing  the  right  thing." 


by  Redstone  to  jump-start  the  stock  and 
regain  the  spotlight,  a  stunt  he  has  been 
accused  of  pulling  in  the  past. 

"People  are  extremely  concerned 
about  instability  at  that  company,"  says 
Bert  Fields,  an  entertainment  lawyer  who 
represents  Cruise.  "I've  always  considered 
Redstone  a  hugely  intelligent  guy,  but 
these  decisions  are  absurd.  I  think  we're 
witnessing  the  disintegration  of  a  mighty 
mogul  before  our  eyes."  Adds  a  powerful 
Hollywood  agent,  "The  general  wisdom  is 
that  Sumner  is  a  little  off  the  reservation. 
The  studio  was  unstable  before;  now  he's 
totally  destabilized  the  place." 

Redstone  says  those  who  say  he's  "los- 
ing it"  fail  to  recognize  that  his  executive 
shakeups  usually  have  positive  results.  "If  I 
have  to  get  beaten  up  for  doing  the  right 
thing,  I'll  do  the  right  thing." 

Other  executives  could  follow  Freston  out 
the  door.  Freston,  60,  had  nurtured  so  many 
careers  at  Viacom's  MTV  Networks  and  was 
so  well  liked  that  when  he  cleaned  out  his 
office  in  early  September  and  left  headquar- 
ters in  Times  Square,  2,500  employees  greeted 
him  in  the  lobby  with  hugs  and  tears  and 
chanted  his  name.  "It  was  like  a  scene 
from  a  movie,"  says  one  employee. 

When  Redstone  ditched  his 
top  box-office  star,  he  went  pub- 
lic with  the  Cruise  news  without 
consulting  Freston,  Paramount 
Chief  Brad  Grey,  his  advisers  or 
anyone  in  Cruise's  camp.  The 
ouster  of  Freston  seems  just  as 
rash.  A  few  weeks  ago,  as  he 
prepared  to  watch  the  MTV 
Video  Music  Awards  at  Radio  City 
Music  Hall  in  New  York  City, 
Freston  loyally  defended  his  boss. 
"I  talk  to  Sumner  three  to  five 
times  a  week,  but  he  isn't  mi- 
cromanaging,"  Freston  said. 
"Sumner's  been  extremely  sup- 
portive of  the  choices  I've  made." 
Four  days  later  Freston  was 


'Includes  $150  million  in  options.  2 Includes 
$150  million  in  options.  Sources:  SEC;  Dow  Jones. 

out.  The  new  Viacom  chief  is  an  old 
hand:  board  member  Philippe  Dauman. 
He  says  the  firing  "was  unexpected,  but  I 
am  not  an  unknown  entity  around  here." 
Indeed,  he  is  quite  well  known:  Dauman 
left  his  job  as  a  senior  exec  after  Viacomi 
bought  CBS  in  2000,  pocketing  $184  mil- 
lion in  pay  and  options.  Now  he's  back  oni 
the  Viacom  payroll.  F 


Keep  the  CEO's  dream  of  growth  from 
becoming  the  ClO's  integration  nightmare. 
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FIGHTING  DIRTY 


Zapping  the  Competition 

How  companies  are  using  obscure  standards-setting  bodies  to  cripple  new 
technologies  and  hog-tie  rivals  j  By  Scott  Woolley 


I  T  HAS  ALL  THE  MAKINGS  OF  THE  NEXT  BIG  THING  IN  WIRE- 
I  less:  the  ability  to  tap  into  a  high-speed  network  anywhere 
I  in  town,  even  in  a  car  going  60mph.  The  idea,  nicknamed 
I  Mobile-Fi,  has  been  kicking  around  for  a  few  years  now.  But 
i  don't  hold  your  breath  waiting  for  it.  The  technology  has  got- 
ten tangled  up  in  a  high-stakes,  nasty  fight  over  what  technical  stan- 
dards should  be  adopted  to  guide  its  use. 

How  nasty?  At  one  point  in  2003  Qualcomm  was  accused  of 
stacking  a  standard-setting  body  with  dozens  of  shills,  mostly  laymen 
who  would  hardly  be  interested  in  debating  the  best  way  to  build  an 
"orthogonal  frequency  division  multiplexing  network."  Qualcomm, 
panel  members  said,  wanted  to  kill  the  new  technology  to  protect  its 
cellular  business.  The  standards  group,  the  Institute  of  Electrical  & 
Electronics  Engineers,  allows  anyone  to  sign  up,  attend  meetings  and 
qualify  to  vote.  Qualcomm  has  denied  the  charges;  in  June  the  thf.f 
i  ie  process  to  sort  through  the  conflicting  claims.  Meanwhile, 


Mobile-Fi  remains  remote  for  consumers. 

For  centuries  obscure  standards-setting  I 
groups  have  convened  to  decide  on  life's  little 
details:  a  uniform  thread  count  for  nuts  and 
bolts,  a  uniform  diameter  for  a  light  bulb 
socket  More  recently  standards  groups  helped; 
usher  in  the  cheap-PC  revolution,  standard- 
izing the  way  disk  drives  and  memory  chips  | 
communicate,  helping  make  them  commodi- 
ties. Now  what  used  to  be  boring,  technical;! 
affairs  are  increasingly  riven  with  accusations  | 
of  corporate  skulduggery  and  fraud 

The  reason  is  that  the  rewards  are  big- 
ger than  ever.  Patent-holding  tech  companies  J 
rely  on  market-defining  standards  to  rake  in! 
huge  royalties  or  lock  out  competition. 
Qualcomm,  the  archetype  of  a  successful! 
patent-licensing  company,  exploded  onto  the  I 
tech  scene  after  it  legitimately  embedded! 
patents  into  early  cell  phone  standards;  lastl 
year  it  took  in  $2.5  billion  in  royalties.  Nowil 
WP^     the  lure  of  similar  riches  threatens  to  corrupt)! 
all  sorts  of  new  standards  and  rob  consumers! 
of  the  next  generation  of  cheap  technologies,  I 
either  by  strangling  them  in  their  crib,  indef- 
initely delaying  their  development  or  simpiyj 
hiking  their  price. 

While  commercial  motives  have  always  | 
played  a  role  in  shaping  new  technology  stan- 
dards, it  used  to  be  done  in  an  upfront  andj 
"gendemanly"  fashion,  says  Paul  Nikolich,  who  oversees  wireless! 
standards  at  the  IEEE.  Now  more  companies  hide  their  commer- 
cial motives  from  one  another,  he  says,  whether  through  intentional 
omissions  or  outright  lies.  "It  is  the  erosion  of  transparency  thai 
seems  to  be  causing  problems  these  days,"  Nikolich  says. 

In  August  the  Federal  Trade  Commission  ruled  on  one  of  the 
longest-running  standards  fights — and  the  first  really  ugly  one.  II 
found  unanimously  that  chipmaker  Rambus  of  Los  Altos,  Calif,  hac 
broken  the  law  when  it  deceived  a  standards  body  in  a  bid  for  bil 
lions  in  patent  profits. 

Rambus  had  filed  for  a  range  of  patents  that  ended  up  in  the 
new  standards  for  fast-memory  chips,  then  ignored  rules  requir 
ing  Rambus  to  disclose  them.  At  the  standards  meetings  the  Ram 
bus  group  continued  to  cover  up  the  existence  of  its  patents,  the 
FTC  found,  undercutting  the  group's  agreed-on  goal  of  limitinf 
patent-holders'  power.  As  the  standards  took  shape,  Rambm 
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engineers  played  even  dirtier,  amending  their  patent  applications 
to  make  sure  that  they  would  cover  even  more  of  the  standards, 
according  to  the  FTC. 

Once  their  intellectual  property  had  been  slipped  into  the  stan- 
dards, Rambus  began  charging  a  royalty  rate  of  3.5%  on  memory 
chips.  That  rate  was  an  abuse  of  market  power  deriving  from  its  ear- 
lier lies,  the  FTC  ruled.  It  violated  both  the  Sherman  Act  and  the  FTC 
Act,  which  bar  monopolistic  tactics.  The  FTC  is  considering  possi- 
ble sanctions.  Rambus  disputes  the  findings  and  plans  to  appeal. 

In  another  dispute  also  involving  Qualcomm,  fellow  chipmaker 
Broadcom  accuses  the  company  of  abusing  standards  set  by  a  dif- 
ferent body,  the  International  Telecommunication  Union.  In  this 
case  Qualcomm  got  its  patented  material  included  in  the  ITU  stan- 
dards fair  and  square,  then  reneged  on  its  commitment  not  to  abuse 
that  power,  Broadcom  alleges. 

Before  patented  material  is  included  in  a  standard,  the  patent- 
holder  typically  agrees  to  make  licenses  available  on  "fair,  reason- 
able and  nondiscriminatory  terms."  Broadcom  argues  that  Qual- 
comm's  charges  are  unfair.  It  says  that  when  Qualcomm  owned  80% 
of  the  key  patents  in  the  previous  standard,  it  billed  phonemakers 
a  royalty  of  around  5%.  In  the  new  generation  it  controls  just  20% 


of  the  patents  in  the  standard — and  still  charges  the  same  amount. 

Qualcomm  retorts  that  simply  counting  patents  gives  a  mislead- 
ing impression  and  that  its  royalties  meet  the  "fair  and  reasonable" 
test.  Last  month  a  U.S.  district  court  judge  dismissed  Broadcoms  com- 
plaint, saying  that  even  if  true  the  behavior  wouldn't  violate  federal 
antitrust  laws.  Broadcom  says  it  plans  to  refile  the  suit. 

The  ongoing  Mobile- Fi  fight  is  messier  still.  Last  year  Qualcomm 
found  an  alternative  way  to  respond  to  the  threat  posed  by 
Mobile- Fi:  It  spent  $800  million  to  buy  Flarion,  a  company  that 
owned  key  patents  that  will  likely  help  define  the  new  standard. 
Qualcomm  then  went  from  accused  to  accuser,  claiming  that  Intel 
was  trying  to  kill  or  delay  Mobile-Fi  by  stacking  the  standards  group 
with  people  loyal  to  its  interests  (sound  familiar?).  Intel's  motive, 
says  Ronny  Haraldsvik,  a  marketing  executive  at  Qualcomm,  was 
to  protect  Wi-Max,  yet  another  wireless  standard.  Nonsense,  scoffed 
Intel,  saying  it's  happy  with  all  wireless  systems  because  they  boost 
sales  of  its  laptop  chips. 

Steve  M.  Mills,  who  heads  the  IEEE  standards  process,  is 
preparing  new  rules  aimed  at  curbing  the  hanky-panky,  such  as 
disclosing  conflicts  of  interest.  One  can  only  imagine  the  jockeying 
that  will  ensue.  F 


The  Other  Car  Company 


Ford  Motor  s  new  boss,  former 
Boeing  executive  Alan 
Mulally,  is  getting  a  crash 
education  in  an  industry  in  crisis. 
Here's  one  course  he  might  take: 
Chrysler  101. 

While  Fords  and  General  Motors' 
ailments  have  swallowed  all  the  atten- 
tion, Chrysler  isn't  faring  well,  either. 
High  gas  prices  have  decimated  sales 
of  Chrysler's  trucks,  minivans  and 
SUVs,  which  account  for  76%  of  the 
company's  vehicle  sales,  higher  than 
GM's  60%  and  Ford's  62%.  In  July 
Chrysler's  U.S.  market  share  tumbled 
to  10.1%,  its  lowest  since  1984,  as  it 
slipped  to  number  five,  behind  GM, 
Toyota  Motor,  Ford  and  Honda 
Motor.  Big  incentives  in  August 
helped  give  Chrysler  a  decent  sales 
bounce,  but  the  automaker  still  has  a 
76 -day  supply  of  vehicles  on  dealer 
lots,  well  above  the  industry  average 
of  60  days. 

To  get  the  mojo  back,  Chrysler 


Chief  Executive  Tom 
W.  LaSorda  needs 
another  blockbuster 
vehicle  like  the  head- 
turning  300 
sedan,  which 
debuted  in  2004. 

To  that  end, 
Chrysler  is  intro- 
ducing a  slew  of 
new  models  in  its 
Chrysler,  Dodge  and 
Jeep  showrooms  this 
fall.  By  the  end  of  the 
year,  says  Sales  Vice 
President  Steven 
Landry,  23%  of 
Chryslers  sales  vol- 
ume will  come  from  new  models 
shipped  in  the  fourth  quarter — if 


In  search  of  a  hit:  Dodge  Caliber  (top), 
Jeep  Patriot  and  Chrysler  Sebring. 


arriving  this  fall:  a 
redesigned  midsize 
Chrysler  Sebring 
and  two  new  com- 
pact Jeep  models, 
the  Compass  and 
Patriot.  Like  the  Caliber,; 
they  feature  powerful, 
more  fuel-efficient,  four 
cylinder  engines.  (The 
Sebring's  2.4-liter 
version  churns  oul 
170hp). 

Chrysler  has 
plenty  of  gas- 
guzzling  SUVs 
on  the  way,  too, 
including  two-  aq 
four- door  versions  of  the  iconic  Jeep 
Wrangler,  an  all-new  Dodge  Nitro 
sport  utility  and  the  even  larger 


they  catch  on.  The  Dodge  Caliber,  a 

funky  and  functional  replacement  for  Chrysler  Aspen.  LaSorda  should 

the  bland  Dodge  Neon,  offers  reason  pray  for  $2  gasoline  (see  "Really, 

to  hope.  Sales  are  off  to  a  strong  start  Really  Cheap  Oil,"  p.  98). 
after  its  March  debut.  Other  cars  —Joann  Mull^ 
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••I  want  my  kids  to  go  to  a 
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■ilfiSfffl 

lllllllfl 
liflilllll 
tllllflitl 

IfillllliM 
llltlflflll 
118811111111 
^  ilBBIBBBISBI 
JIIBBBBBIBBI 
if  IIBBBBBBBBBBI 
1818188183811 
'CSlllllfllK 


What  do  you  want?  We  can  help  get  you  there.  The  Power  of  the  Pyramid" 

Your  goals  are  probably  a  lot  different  than  your  neighbors'.  And  because  one  size  doesn't  fit 
all,  Transamerica  offers  flexible  insurance,  investment,  and  retirement  alternatives  designed 
with  one  thing  in  mind — helping  you  get  what  you  want.  Even  smarter  kids. 


Dntact  your  financial  professional,  or 

;al!  1-800-PYRAMID 
/ww.transa  me  rica.com 


Transamerica 

1906  *  100  YEARS  *  2006 
The  Power  of  the  Pyramid' 


Member  of  the  AEGOIM®  Group 


fcuraiice  products  underwritten  by  Transamerica  Occidental 
Be  Insurance  Company,  Cedar  Rapids,  IA,  founded  in  1906, 
jjd  its  affiliates  outside  New  York.  In  New  York,  insurance 
jpducts  underwritten  by  Transamerica  Financial  Life  Insurance 
linpany,  Purchase,  NY.  Not  available  in  all  jurisdictions. 
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Outfront 


LOBBYING 


The  Democrats'  Little  Tax  Secret 

What's  good  for  politicians  is  good  for  the  community.  Maybe  |  By  Janet  Novack 


DOES  THE  DEMOCRATIC 
Leadership  Council — the 
centrist  policy  factory  whose 
founders  in  1985  included  an 
Arkansas  governor  who  later 
wound  up  in  the  White  House— benefit 
mainly  Democrats  or  the  whole  country? 
Some  left-wing  Democrats  might  say  it 
does  neither. 

Now,  in  a  previously  unreported  action, 
the  Internal  Revenue  Service  has  revoked 
the  DLCs  tax  exemption  on  the  grounds  that 
it  primarily  benefited  a  private  group — 
Democrats,  and  particularly  "New  Demo- 
crats" running  for  or  holding  office — 
rather  than  the  community  at  large.  The 
DLC  has  sued  in  federal  court  to  overturn 
the  decision;  the  outcome  could  affect  the 
spreading  use  (abuse?)  of  tax-exempts  by 
politicians  and  those  seeking  to 
influence  them.  Convicted  lob-  • 
byist  Jack  Abramoff  is  just  gr 
one  character  who  has  used  4 
money  from  tax-exempts  to  w 
get  the  attention  of  legislators. 
At  the  very  least  the  DLCs  tax 
woes  will  make  an  intrigu- 
\  ing  footnote  in  the 
annals  of 


strange 

bedfellows.  For 
example,  the  DLC's 
chairman  during  the 
years  the  IRS  alleges  it 
wasn't  bipartisan 
enough  was  Senator 
Joseph  Lieberman, 
now  running  as  an 
independent  after 
Connecticut's  Democratic  primary  1 
voters  rejected  him  for  being  too 
pro-Bush.  The  Justice  Department 

Senator  Joe  Lieberman: 
Was  the  organization  he  chaired  too 
Democratic?  The  IRS  says  so. 
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has  hired  a  researcher  from  Public  Citizen, 
the  watchdog  group  founded  by  Ralph 
Nader,  to  help  make  the  case  against  the  DLC. 
And  the  DLC  has  enlisted  an  aide  to  former 
President  George  H.  W.  Bush  to  vouch  for 
its  commitment  to  ideas  over  party. 

The  DLC  isn't  a  501(c)(3)  charity  like 
the  United  Way.  It  won  exemption  in  1986 
under  section  501(c)(4)  of  the  code, 
covering  civic  and  social  welfare  groups. 
Contributions  to  civic  groups  aren't 
deductible.  But  501(c)(4)s  are  allowed  to 
lobby  more  than  charities  and  to  even  get 
involved  in  partisan  politics.  The  National 
Rifle  Association,  MoveOn.org,  Planned 
Parenthood  and  the  National  Right  to  Life 
Committee  are  all  501(c)(4)s. 

What's  the  practical  value  of  a  (c)(4) 
designation  if  it  doesn't  generate  writeoffs 
for  its  donors?  A  (c)(4)  isn't  taxed  as  a  for- 
profit  business  would  be  and  doesn't  have 
§k  to  disclose  its  donors,  as  a  political 
fjk  action  committee  does. 

The  IRS  has  made  sporadic  efforts 
HP         to  draw  some  line.  In  February  1 997 
it  tentatively  turned 


Empower  America 
for  a  civic  exemp- 
tion, finding  it  was 
too  closely  aligned 
with  the  Republi- 
can Party.  But  the 
agency  relented 
after  the  group 
broadened  its  orig- 
inally all-Repub- 
lican board  and 
submitted  evidence 
of  nonpartisan 
activity,  such  as  sponsor- 
ing a  conference  featur- 
ing Lieberman  and  DLC 


Chief  Alvin  From.  Then,  and  later  rr 
2000,  when  the  Christian  Coalition  had  IR! 
woes,  conservatives  groused  that  the  DLC 
benefited  from  a  double  standard. 

The  IRS  began  auditing  the  DLC  ir 
1999  and  in  2002  revoked  its  exemptior 
for  1997,  1998  and  1999  (all  the  year 
audited),  hitting  it  with  a  $20,083  bad 
tax  bill.  The  government  doesn't  clain 
the  DLC  got  involved  in  elections.  Rathe: 
it  cites  the  DLC's  founding  by  Democrats 
its  training  workshops  held  exclusively 
for  Democrats;  and  From's  stated  goal  o 
coming  up  with  new  centrist  policies  tha 
would  make  "our  party"  the  majority. 

The  DLC  responds  that  its  exclusivs 
purpose  is  to  develop  and  promote  it: 
"Third  Way"  agenda  and  that  some  causei 
it  has  lobbied  for — e.g.,  welfare  reform 
fast-track  approval  of  free-trade  agree 
ments — got  more  Republican  than  Dem 
ocratic  votes  in  Congress.  The  DLC  als< 
points  to  other  issue-flavored  (c)(4)s— 
Empower  America,  the  Log 
Cabin  Republican! 
|  and  the  Republican 
Main  Street  Part 
nership  —  whos( 
founders  are  identified  witH 
one  party.  And  it  says  the  Dem 
ocrat-only  workshops  ate  up  les! 
than  5%  of  a  $4  million  annual  budge 
while  70%  went  for  publications  available 
to  the  public. 

The  case  is  not  an  easy  win  for  eithei 
side.  The  IRS  itself,  in  its  regulations  an 
rulings,  has  held  that  a  501(c)(4)  car 
provide  a  substantial  (but  unquantified] 
private  benefit  to  its  members  so  long  as 
its  primary  activity  is  promoting  th 
common  good,  says  George  Washington 
University  law  professor  Miriam  GaL 
ston.  So,  for  example,  a  tax-exempt  gar 
dening  club  that  promotes  horticulture 
in  the  community  can  also  hold  social 
for  members.  If  his  schedule  weren't  full) 
maybe  Jack  Abramoff  would  like  to 
attend. 


What  makes 
T.  Rowe  Price's 
SmartChoice  Rollover 
smarter? 

With  theT.  Rowe  Price  SmartChoice  Rollover  IRA, 
you  get  the  rollover  you  want  and  we  do  the  work. 

We  select  the  investments — with  theT.  Rowe  Price  SmartChoice  Rollover  IRA,  you  don't  have  to  go  through  the  complex  task 
of  choosing  individual  funds.  We'll  provide  a  well-diversified  portfolio  for  you  with  one  of  our  Retirement  Funds.  And  we'll 
adjust  the  fund  over  time  to  reflect  the  need  for  reduced  investment  risk — gradually  making  the  investment  more  conservative 
as  the  target  retirement  date  approaches. 

Proven  performance — with  our  68  years  of  proven  performance,  you'll  feel  confident  knowing  that  T.  Rowe  Price  is  a  smart 
choice  for  your  rollover. 

Low  expenses — with  no  loads,  sales  charges,  or  commissions,  and  expense  ratios  for  the  Retirement  Funds  below  their  category 
averages,  a  T.  Rowe  Price  Rollover  IRA  is  the  smarter  choice.  The  funds'  investment  in  many  underlying  funds  means  that  they  will 
be  exposed  to  the  risks  of  different  areas  of  the  market. 

To  get  started,  just  call.  Our  Rollover  Specialists  will  handle  the  rest.  If  you  want,  we  can  even  open  your  account  right 
over  the  phone  and  handle  most  of  the  paperwork  for  you. 


troweprice.com/start 


1.800.541 .4785 


T.RoweRice 


INVEST  WITH  CONFIDENCE 


Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses,  and  other  information 
that  you  should  read  and  consider  carefully  before  investing. 

There  are  many  considerations  when  planning  for  retirement.  Your  retirement  needs,  expenses,  sources  of  income,  and  available 
assets  are  some  important  factors  for  you  to  consider  in  addition  to  the  Retirement  Funds.  Before  investing  in  one  of  these  funds, 
also  be  sure  to  weigh  your  objectives,  time  horizon,  and  risk  tolerance. 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor,  IRARSC074200 


Backseat  Driver  Jerry  Flint 


ON  THE  BRINK 


DETROIT'S  CARMAKERS  ARE  ENTERING  A  PERIOD 
of  crisis.  For  the  next  half-year  car  sales  are  likely  to 
decline  because  of  rising  interest  rates,  bad  news 
from  Iraq  and,  above  all,  the  climb  in  the  price  of 
gasoline.  Even  as  that  price  retreats  below  $3,  the 
damage  has  been  done.  People  will  have  reason  to  worry  about 
buying  fuel,  and  that's  bad  for  the  car  business. 

It  is  especially  bad  for  Detroit's  car  business,  dependent  as  it  is 
on  pickup  trucks  and  big  sport  utility  vehicles:  Chevy  Silverados 
and  Suburbans,  Ford  F150s  and  Expeditions,  Dodge  Durangos 
and  Jeep  Grand  Cherokees.  These  parts  of  the  business  are  hurt- 
ing the  most.  The  Japanese  and  the  Germans  sell  heavy  vehicles, 
too.  But  they  aren't  as  dependent  as  Detroit  is  on  heavy  iron. 

Until  recently  the  country  was  buying  cars  and  light  trucks  at 
the  rate  of  17  million  a  year.  So  far  this  year  sales  are  running 
more  than  half  a  million  units  behind,  so  maybe  the  year  will  end 
at  16.3  million.  Sales  will  be  sinking  in  the  first  quarter,  too.  Gen- 
eral Motors,  Ford  Motor  and  even  Chrysler  are  still  losing  market 
share.  Losing  market  share  in  a  falling  market  doubles  the  pain. 

More  pain:  Lots  of  the  all-new  2007  vehicles  from  Detroit  are 
these  big  babies,  the  pickups  from  GM,  the  big  SUVs  from  Ford. 
They  were  expected  to  lead  a  sales  resurgence  and,  at  last,  a  move 
to  profits. 

We've  already  seen  GM  cut  some  overtime,  and  Ford,  which  is 
more  conservative  in  planning,  has  cut  168,000  units  (21%)  out 
of  its  fourth-quarter  schedule  and  chosen  a  new  president  and 
chief  executive,  Alan  Mulally,  the  Man  from  Boeing.  GM  is  talk- 
ing about  chopping  12%  from  its  fourth-quarter  plan.  I  expect 
more  chopping  by  early  next  year. 

Not  everyone  will  agree.  The  optimists  can  tell  you  how  GM, 
which  has  already  introduced  its  new  sport  utilities  and  will  be 
introducing  new  pickups  this  fall,  will  do  well.  Having  new  trucks 
helps,  of  course,  but  I  think  the  results  are  going  to  be  disappoint- 
ing. There  will  be  a  rush  of  sales  to  fill  early  orders  and  then  a 
falloff.  GM  also  may  steal  sales  from  Ford  and  Chrysler,  which 
doesn't  do  anything  for  Detroit's  collective  ability  to 
fight  off  foreign  brands. 

Ford  has  some  new  small  (4,000-pound)  sport 


utilities  coming,  and  they  will  balance  out  the  new  6,000-poun 
Expedition  and  Lincoln  Navigator.  But  I  think  Ford  will  sell  fewe 
of  its  small  crossover  vehicles  (like  the  Ford  Edge  and  the  Lin 
coin  MKX),  not  because  there's  anything  wrong  with  them  bi 
because  competition  is  so  great.  Everyone  has  small  crossover 
Chrysler  has  a  big  new  SUV  called  the  Aspen  coming  out,  at  ju: 
the  wrong  time.  There  are  some  smaller  Jeeps  and  a  midsize  ca 
too.  Nothing  wrong  with  them,  but  they  will  be  coming  into 
hofiy  competitive  market. 

All  the  vehicles  were  logical  when  the  decisions  were  mad 
three  years  ago  to  produce  them.  At  the  time  gasoline  cost  le« 
than  $2.  But  historical  logic  isn't  going  to  save  Detroit. 

It  will  be  tougher  for  the  manufacturers  to  hold  to  the  new  nc 
giveaway  pricing.  GM,  and  even  Ford,  have  done  a  good  job  in  keep, 
ing  prices  up.  But  the  pressure  to  give  away  the  vehicles — no  mone 
down,  0%  interest,  employee  pricing,  less  than  wholesale — will  gro 

if  times  are  rough,  as  I  thin 
they  will  be. 

Operating  losses  (that  i 
before  one-time  writeoffs)  w 
be  considerable  despite  all  tr 
factory  closings.  I'm  prett 
sure  that  the  proposed  GM/Ri 
nault/Nissan  confederation  w 
not  happen.  I  don't  know  aboi 
the  possibility  that  Ford  migl 
team  up  with  Nissan,  especial 
with  a  new  Ford  chief  exea 
five  and  the  problem  of  agrei 
ing  on  whose  name  goes  first  in  a  combined  company. 

Pressures  for  management  change  abound.  At  GM,  after  a 
these  years,  the  management  hasn't  been  able  to  turn  around  tl 
company.  The  improvements  being  made,  and  they  are  beir 
made,  could  be  washed  away  by  a  downturn.  At  Ford,  managi 
ment  changes  always  come  quickly— I  can  name  ten  livir 
ex- Ford  presidents — but  none  has  really  worked  since  1996.  No 
a  new  chief  is  named,  a  Boeing  man  who  knows  nothing  aboi 
the  car  industry.  Maybe  it  will  work.  I  remember,  though,  the  la 
time  they  brought  an  outsider  in  to  be  president — by  outsider, 
mean  Semon  (Bunky)  Knudsen,  who  came  from  GM.  It  was  Ci 
Havoc!  and  let  slip  the  dogs  of  division.  So  we'll  see. 

Detroit's  luck  has  run  out.  A  growing  car  market  has  covere 
up  the  failures  of  the  past  decade.  Those  days  in  all  likelihood  a 
gone  for  now.  Saving  the  American  industry  will  take  dynam 
leadership,  energy,  talent  and  a  fighting  spirit.  Sure  it's  possibl 
We  saw  it  once,  when  Lee  Iacocca  saved  Chrysler. 

Can  today's  managers  at  GM,  Ford  and  Chrysler  save  the 
companies?  I  don't  know  the  answer,  but  I  keep  thinking  of  tl 
words  of  Oliver  Cromwell  to  the  Rump  Parliament:  "You  ha' 
sat  here  too  long  for  any  good  you  can  do.  Depart,  I  say,  and  1 
us  have  done  with  you.  In  the  name  of  God,  go." 


Lots  of  the  2007 
vehicles  from 
Detroit  are  big 
babies— the  GM 
pickups,  the 
Ford  SUVs.  And 
gasoline  costs  $3. 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile 
industry  since  1 958.  Visit  his  home  page  at  www.forbes.com/flint. 
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INTELLIGENCE 

Better  answers,  faster. 


ENTERPRISE  INTELLIGENCE  PLATFORM 


■ 


DATA  INTEGRATION 
INTELLIGENCE  STORAGE 
BUSINESS  INTELLIGENCE 
ANALYTICS 


Challenged  with  balancing  efforts  to  support  strategic  initiatives  while  still  lowering 
operational  costs?  SAS  takes  you  beyond  traditional  Bl  query  and  reporting  to  a  higher 
level  of  shared  decision  making  that  drives  innovation.  Our  fully  integrated  Enterprise 
Intelligence  Platform  sets  the  foundation,  linking  technologies  for  data  integration 
and  storage,  reporting  and  analysis.  Proven  software,  industry-specific  solutions  and 
domain  experience  extend  the  value  of  your  investment.  Bridging  the  gap  between 
what  you  have  -  growing  expectations  to  deliver  a  return  on  investment  -  and  what  you 
want  to  achieve  -  increased  profits,  reduced  risk  and  improved  performance. 

Want  Proof?  Find  out  why  SAS  is  at  work  in  96  of  the  top  1 00  companies  on  the 
FORTUNE  Global  500"  —  with  customer  retention  rates  exceeding  98%  annually  for 
30  years. 


www.sas.com/innovation  ■  Free  white  paper 


3  and  all  other  SAS  Institute  Inc.  product  or  service  names  are  registered  trademarks  or  trademarks  of  SAS  Institute  Inc.  in  the  USA  and  other  countries.  ®  indicates  USA  registration.  Other  brand  and  product  names  are  trademarks  of  their  respective 
npanies.  ©  2006  SAS  Institute  Inc.  All  rights  reserved.  379074USXX306  . 


DYNAMIC 

here  are  infinite  dynamics  in  business.  Master  them  all.  With  Microsoft  Dynamics: 

resenting  Microsoft  Dynamics:  a  line  of  people-ready  business  management  solutions  for  customer  relationship 
management,  financial  management,  and  supply  chain  management.  It's  easy  to  learn  and  easy  to  use,  because  it 
)oks  and  feels  like  the  Microsoft*  software  your  people  use  every  day.  And  that  makes  it  easy  for  them  to  put  the 
est  dynamics  to  work  in  your  business.  To  learn  more,  visit  microsoft.com/microsoftdynamics 
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THE  INTERNET 


More  Than  Words 


The  search  industry  is 
racing  to  come  up  with 
better  tools  to  dig 
through  the  Web's 
expanding  trove  of 
video  and  photos. 

By  Victoria  Murphy  Barret 
and  Allison  Fass 


TYPE  "ROMANTIC  KISS"  INTO 
Google  and  its  nimble  algo- 
rithm will  comb  billions  of  Web 
sites  to  retrieve  14,500,000 
results.  But  what  you  get  back 
are  mentions  of  kisses  written  in  words: 
a  howstuffworks.com  guide  to  the  basics; 
a  link  on  GetRomantic.com  gives  tips  on 
suaver  kissing;  a  Wikipedia  entry  traces 
the  peck  to  the  tale  "Sleeping  Beauty." 

Conspicuously  missing  is  the  really 
good  stuff,  the  videos  of  sexy  smooches. 
Heaven  knows  there  are  hundreds  of  such 
files  on  YouTube,  AOL  and  other  sites  that 
store  video  uploaded  by  Web  exhibitionists. 
Even  on  Google's  new  video  search  service 
there's  only  44  clips  to  be  found— and  their 
relevance  is  iffy.  That's  because  the  results 
are  only  as  precise  as  the  text,  or  "tags,"  typed 
in  by  the  creator  to  identify  the  who,  what 
and  where  of  the  shot.  A  search  for  video 
of  celebrities  having  their  "red  caipet  mo- 
ments," for  example,  in  Google  Video  turns 
up  a  very  noncelebretastic,  talking- head  in- 
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terview  with  Brady  Bunch  mom,  Florence 
Henderson. 

Digital  video  and  photos  are  prolifer- 
ating madly  online,  and  the  tools  to  find 
them  have  not  kept  pace.  Yahoo  indexes 
35  million  videoclips  and  3  billion  photos 
on  the  Web.  Its  Flickr  site,  where  people 


upload  personal  shots,  adds  a  million 
shots  daily  to  its  250  million  total  and 
doubles  every  five  to  six  months.  Blinkx, 
which  claims  to  be  the  world's  biggest 
video  search  machine,  said  in  June  it  can 
search  through  4  million  hours  of  video. 
YouTube  streams  100  million  videoclips 


daily,  and  its  users  upload  65,000  new 
ones  every  day. 

A  technology  arms  race  is  on  to  cre- 
ate new  and  better  ways  to  mine  this 
content  intelligently.  Search  giants 
Microsoft,  Google  and  Yahoo  are  work- 
ing on  the  problem,  as  are  big  Web  por- 


tals  such  as  AOL  and  a  host  of  software 
upstarts  and  university  researchers. 
They're  pulling  together  years  of  work 
on  visual  analysis  algorithms,  facial 
recognition  and  speech-to-text  transla- 
tion. Some  of  the  more  advanced  video- 
analysis  technology  was  developed  in  the 
1980s  for  the  government  to  monitor 
foreign  newscasts. 

"You  can't  count  anyone  out,"  says 
Timothy  Tuttle,  AOL's  vice  president  of 
video  search.  "AOL,  Microsoft  and  Yahoo 
already  existed  when  Google  emerged  as 
the  Google  of  Web  search."  Blaise  Aguera 
y  Areas,  a  software  architect  at  Microsoft, 
says:  "Real  image  search  is  on  the  cusp  of 
happening.  Ultimately  we're  trying  to  get 
computers  to  do  what  people  do,  readily." 

At  stake  are  billions  of  dollars  in  poten- 
tial advertising  and  e-commerce  revenue. 
Online  video  is  sure  to  steal  a  big  slice  of 
the  $74  billion  TV  ad  pie,  and  the  search  soft- 
ware that  makes  it  easiest  to  find  a  clip  or  a 
scene  in  a  show  stands  to  gain  a  big  share 
of  that  revenue.  A  search  service  that  can 
find  the  hot  pair  of  shoes  you  saw  in  an  on- 
line photo  of  Scarlett  Johansson  could  reap 
a  portion  of  every  purchase  it  generates  at 
an  online  shoe  store. 


Today  the  precision  of  visual  search 
is. largely  limited  to  the  ability  to  parse 
metadata,  the  descriptive  text  attached  to 
a  photo  or  videoclip.  Metadata  is  usually 
supplied  by  the  creator  of  the  content  and 
might  inqlude  a  title,  location,  date  or 
description  of  objects  and  people  in  the 
file.  Closed-captioning  data  would  be  a 
great  source  of  metadata,  but  few  video 
clips  ever  include  it.  Users  on  social- 


Blinkx  in  San  Francisco.  "It  is  fairly  sir 
plistic,"  admits  Peter  Chane,  group  pro 
uct  manager  of  Google  Video. 

Metadata  is  also  prone  to  abuse,  as  wh< 
folks  use  popular  search  words  to  plug  th< 
own  unrelated  videos.  A  search  for  "Zidai 
head  butt"  on  video.google.com  turns  up  ( 
the  fourth  results  page  an  amateur  mm 
video  called  "Drink  it  Down,"  by  Justin  Ne 
The  song  doesn't  have  any  lyrics  abo 


"Searching  the  metadata  alone  is  like 
trying  to  follow  the  plotline  of  a  novel 

by  reading  the  library  card  " 


networking  sites  such  as  Flickr  can  edit 
each  other's  metadata  tags. 

But  searching  solely  by  metadata 
misses  a  lot  of  what  happens  in  a  videoclip 
or  photo.  If  someone  doesn't  type  in  a  rich 
description,  the  clip  or  photo  may  never 
turn  up.  "Searching  the  metadata  alone  is 
like  trying  to  follow  the  plotline  of  a  novel 
by  reading  the  library  card,"  says  Suranga 
Chandratillake,  the  founder  and  chief 
technology  officer  of  video  searcher 


French  soccer  star  Zinedine  Zidane,  b 
"Zidane  head  butt"  appears  in  a  descriptk 
of  the  video,  along  with  other  crafty  he 
button  words  like  "Ronaldinho  Ronaldo"  ai 
"soccer."  Similarly,  a  2.5-minute  YouTube  cl 
of  Sean  Young  and  his  friend  Peter  Domen 
doing  in-line  skating  stunts  is  listed  on  tl 
first  page  of  YouTube  search  results  for  "se 
because  the  clip  is  labeled  "sex"  Whoev 
posted  this  is  either  confused  or  has  masten 
the  loopholes  of  metadata  search. 


But  What's  So  Wrong  With  Metadata? 


The  hunt  for  the  right  videoclip  on  the  Web  today  is  almost  entirely  dependent  on  metadata,  the  tags  and  descriptions  that 
identify  the  who,  what  and  where.  Many  video  site  operators  believe  that  metadata  is  the  best  tool  for  searching  and  may  be 
all  we  need.  But  some  new  firms,  like  Blinkx,  are  creating  different  ways  to  search  inside  video  files  hoping  for  better  results. 
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Now  Playing:  Highlights:  Australian  Open  women's  final 
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SPEECH  RECOGNITION — FOX  NEWS 
How'd  Katie  do?  A  search  on  Blinkx  for 
"CBS  doubles  ratings"  turned  up  a  clip  of 
Fox  News'  analysis  of  the  anchor's  debut. 
These  words  were  not  in  the  metadata 
description  of  the  clip,  but  BSinkx's  engine 
found  them  using  speech  recognition  to 
transcribe  the  Fox  show  itself. 


SPEECH  RECOGNITION— BBC  NEWS 
A  Blinkx  search  for  "mauresmo  winning 
slam"  found  this  footage  of  France's 
Amelie  Mauresmo  winning  the  2006 
Australian  Open.  Mauresmo's  name  was 
in  the  metadata,  but  the  other  words 
were  heard  in  the  play-by-play.  Blinkx 
turned  up  highlights  of  the  match. 


CONTEXTUAL  SEARCH-EVTV1.COM 
A  search  for  "stupid  pet  tricks" 
unearthed  this  clip  of  Maggie  the  Count- 
ing Dog.  The  search  terms  were  not  in 
the  metadata,  and  just  the  word  "trick" 
came  up  once  during  the  segment.  Blinkx 
figured  out  its  relevance  by  associating 
words  like  dog,  pooch  and  unbelievable. 
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HP  engineers  work  hard  to  make 
our  industry-leading  workstations  perform  noiselessly. 
The  HP  xv/8400  Workstation  with  Intel  '  Dual-Core  Xeon' 
Processor  comes  in  a  whisper-quiet  chassis  to  give  you 
precision— and  peace. 

To  get  quiet;vcall  1-800t799-MYHP.  Find  a, reseller 
at  hp  com/go/reseller  or  visit  hpxom/go/xw8400. 
Starling  at $2, 299.   .  ; 
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Technology  

Video  search  is  also  less  than  ideal 
because,  for  now,  much  of  the  best  stuff  is 
not  shared  online.  Blinkx  says  75%  of  its 
searchable  database  comes  from  Web  sites 
like  YouTube,  CNN  and  MTV  that  allow 
spiders  to  crawl  into  its  web.  The  other 
25%  is  through  partnerships  with  the  likes 
of  Fox  News  and  HBO,  which  keep  their 
video  files  off-limits  to  the  search  robots. 
Chandratillake  is  encouraged  by  recent 
announcements  from  the  big  networks 
that  they're  planning  to  put  more  of  their 
shows  online.  In  a  trial  in  May  ABC 
streamed  such  hits  as  Desperate  House- 
wives and  Lost. 

Many  in  the  search  business  think 
metadata  will  be  enough  to  satisfy  a  gen- 
eral search  audience,  but  a  handful  of 
players  are  moving  beyond  tags  to  analyze 
what's  inside  moving  and  still  images. 
Blinkx  is  developing  a  video  searcher  that 
uses  speech- recognition  software  that  "lis- 
tens" to  streaming  video.  It  also  captures 
spoken  English  phonemes,  the  building 
blocks  of  syllables  and  words,  and  guesses 
at  their  meaning  using  probability  analy- 
sis and  context  from  what  it  already 
knows  (like  details  in  metadata).  Its 
speech  analysis  is  60%  to  95%  accurate, 
depending  on  the  quality  of  the  audio 
source.  Blinkx  can  also  detect  significant 
scene  shifts  and  deliver  results  at  the  most 
relevant  point  in  a  video.  Blinkx  is  work- 
ing on  technology  that  "reads"  text  in  a 
video,  like  a  street  sign  or  a  name  on  a 
sports  jersey.  "Nobody  can  do  that  today," 
he  says. 

Blinkx  is  an  offshoot  of  U.K.  search- 
software  firm  Autonomy,  from  which  it 
licenses  its  "listening"  technology.  Auton- 
omy created  it  for  more  specific  purposes, 
like  battlefield  communications  for  the 
U.S.  military,  and  to  ensure  that  financial 
traders  aren't  trading  stock  that  a  bank 
controls.  Other  firms  that  traditionally 
sold  video  and  audio  analysis  technology 
to  corporate  and  government  buyers  are 
moving  into  consumer  search,  including 
BBN  Technologies  in  Cambridge,  Mass., 
ShadowTV  in  New  York  and  TVEyes  in 
Fairfield,  Conn. 

Blinkx,  backed  with  $12  million  in 
money  from  its  founders  and  angel  investors, 
has  licensed  its  software  to  Lycos  and 
Totalvid.com  and  plans  to  generate  ad  rev- 


enue from  sponsored  links  alongside  search 
results.  Chandratillake  says  he  is  not  look- 
ing to  be  subsumed  by  a  larger  player  like 
Google.  "I  hope  that  we  do  well  enough  to 
be  the  next  Google,"  he  says. 

Yahoo  and  AOL  feel  the  same  way  and 
are  adding  new  search  tricks.  For  now  they 
both  largely  rely  on  metadata  to  search 
their  content  and  that  of  media  partners 
(Yahoo  has  deals  with  MTV  and  VHl;  AOLs 
exclusives  include  old  episodes  of  Welcome 
Back,  Kotter,  donated  by  its  sibling  Warner 
Bros.).  Yahoo  mines  the  Web  for  files  with 
multimedia  formats  such  as  "avi,"  "quick- 
time"  or  "flash."  AOL,  which  acquired  two 
video-search  firms  in  the  last  two  years, 
looks  at  Web  front  pages  the  way  a  person 


"We'll  bring 
image  search  to 
the  world,"  says 
I  Riya  cof ounder  I 
I    Munjal  Shah.  I 

would,  spotting  square  displays,  changing 
images  and  specific  resolutions,  any  of 
which  indicate  a  videoclip  is  present.  "We 
find  video  no  one  else  can,"  claims  AOLs 
Tuttle. 

Sophisticated  photo  searching  may  be 
a  lot  closer  at  hand.  Munjal  Shah, 
cofounder  of  image  search  startup  Riya, 
offered  a  cool  demonstration  recently  at 
the  company's  office  in  San  Mateo,  Calif. 
Riya's  chief  technology  officer  clicked  on  a 
digital  photo  of  a  2-inch-heel  gold  sandal 
displayed  on  Amazon.com's  Web  site.  "The 
software  is  looking  at  the  edges  of  the  shoe 
for  clues,"  says  Shah. 

In  a  few  seconds  dozens  of  similar- 
looking  shoes — some  sandals,  others 
sling-backs— begin  popping  up  on 
screen.  No  text  for  "sandals"  or  "open- 
toed  shoes"  tipped  off  Riya's  software. 
Instead,  it  found  shoes  with  like  line, 
shape,  color  and  patterns.  A  click  on  the 
red  of  a  color  palette  replaces  the  gold 
shoes  with  reddish  ones. 

Riyas  technology  can  match  rugs,  apparel, 
handbags  and  watches.  A  similar  technology 


does  people-matching.  "Online  dating  might 
be  our  killer  opportunity,"  says  Shah,  grin- 
ning widely.  The  idea:  If  you  like  Brad  Pitt, 
take  a  look  at  these  seven  single  guys  on 
MySpace  who  look  like  him.  (A  site  called 
MyHeritage.com  does  celebrity  lookalike 
search,  too.)  "We'll  first  tackle  shopping  and 
people,  then  we'll  bring  image  search  to  the 
world,"  says  Shah. 

Shah  cofounded  Riya  in  August  2004 
with  two  fellow  Stanford  graduate  stu- 
dents. They've  raised  $19.5  million  in  ven- 
ture funding  from  Bay  Partners,  First 
Round  Capital,  Leapfrog  Ventures  and 
Blue  Run  Ventures.  To  index  a  billion 
images  in  the  next  12  months  Riya  will 
spend  "less  than  $10  million,"  one-eighth 
of  what  it  would  have  cost  in  2000.  "Power 
is  now  our  biggest  expense,  next  to  labor," 
says  Shah. 

For  now  Riya's  only  product  is  facial- 
recognition  software  for  personal  photo 
albums.  You  upload  your  photos  to  Riya 
and  tag  a  few  of  the  faces  that  appear  fre- 
quently to  "train"  the  software.  It  then 
automatically  finds  those  people  in  all  of 
your  photos  with  what  Shah  says  is  a  70% 
success  rate.  It  doesn't  do  well  when  the 
lighting  is  dim  or  a  face  is  at  an  angle.  Key 
data  points:  ratios  of  distances  between 
eyes,  nose  and  lips;  hair  color;  presence 
of  beards  and  glasses.  It  takes  roughly  20 
seconds  to  create  a  6,000-byte  descriptor 
of  a  photo.  An  image  comes  up  in  the 
search  results  if  its  descriptor  is  a  close 
match  of  the  descriptor  of  the  original. 
Riya  uses  the  same  technique  for  watches 
and  rugs. 

In  the  next  two  months  Riya  will 
launch  object  searches  in  five  categories 
(rugs,  shoes,  handbags,  jewelry  and 
apparel),  using  images  from  online  retail- 
ers. Riya  will  get  a  cut  of  the  sale  when  it 
refers  buyers  to  sites. 

Google,  which  was  rumored  to  have 
recently  made  a  bid  for  Riya,  ended  up 
buying  a  face-recognition  outfit  called 
Neven  Vision  for  an  undisclosed  amount 
in  August.  Google  is  mum  on  its  plans 
to  enhance  its  image  search  but  will 
likely  start  by  upgrading  the  power  of  its 
photo  album  software,  Picasa.  Don't 
be  surprised  if  the  skills  migrate  to 
product-finding  or  some  other  commer- 
cial angle.  F 
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Driven  by  performance 


Digital  Tools  i  Stephen  Manes 


Star  Search 


■■  T  SOUNDS  LIKE  SOMETHING  OUT 

I  of  Star  Trek:  a  device  that  lets  you 

I  point  at  something,  press  a  button 

I  and  discover  exactly  what  you're 
H  looking  at.  Now  there  is  precisely 
such  a  thing — for  identifying  stars,  not 
to  mention  planets  and  other  heavenly 
denizens. 

Celestron's  $400  SkyScout  is  a 
handheld  brick  that  knows  more  than 
Captain  Kirk  about  what's  up  there. 
When  you  boot  it  up,  it  takes  a  moment 
to  latch  on  to  the  global  positioning 
system  satellites  to  learn  its  position 
and  the  time.  A  gravimeter  figures  out 
the  device's  tilt  angle,  and  a  digital  com- 
pass determines  its  orientation.  A  built- 
in  database  of  6,000  celestial  orbs  does 
the  rest. 

To  identify  a  star  or  planet,  you 
sight  the  heavenly  body  in  the  view- 
finder,  press  the  Target  button  and  wait 
for  eight  compass-point-style  arrows  to 

flash.  Then  you  turn  to  the  side-mounted  screen  (softly  backlit  in 
red  to  maintain  your  night  vision)  for  the  star's  common  name, 
constellation  and  more  obscure  information  down  to  Bayer  des- 
ignation, Smithsonian  Astronomical  Observatory  number  and 
distance  in  light-years  from  Earth. 

Looking  for  something  in  particular?  Press  Locate  and  scroll 
through  a  list  or  two  to  pick  an  item.  When  you  look  through  the 
finder,  an  arrow  lights  up  to  tell  you  which  way  to  turn.  When  you're 
getting  close,  the  arrow  starts  to  blink.  All  eight  blink  in  unison 
when  you're  lined  up  with  your  goal.  You  can  take  slightly  awk- 
ward "tours"  of  constellations  and  asterisms  (simpler  shapes 
like  the  Big  Dipper).  And  if  you  can't  figure  out  what  to  look 
for,  Tonight's  Highlights  offers  20  of  the  most  interesting  sights 


Seeing  stars: 
Push  a  button 
and  Celestron'i 
SkyScout  will 
tell  you  exactly 
what  you're  ML 
looking  at. 


in  the  current  sky,  though  the  night  I  tried  it,  it  oddly  omitted  Jupitei 
For  many  objects,  you  get  a  couple  of  paragraphs  of  often  fas 
cinating  text.  When  I  locked  on  Mizar  in  the  Big  Dipper  and  reac 
about  its  fainter  companion  star,  I  grabbed  my  binoculars.  Sun 
enough,  there  it  was.  A  built-in  field  guide  gives  you  a  glossary  o 
astronomical  terms,  plus  very  brief  biographies  of  grea 
astronomers  and  descriptions  of  things  SkyScout  can't  show  you 
man-made  objects,  comets,  asteroids  and  extrasolar  planets 

Plug  in  the  standard  earbuds  and  you  can  listen  to  audic 
descriptions  of  many  objects.  Unfortunately,  what  you  hear  u 
largely  what  you  can  read  plus  annoying  audio  noise.  And  editinj 
glitches  mar  the  content:  One  screen  refers  to  "biblial"  times 
another  misspells  the  surname  of  astronomer  Annie  Jump  Can 
non,  and  the  audio  for  the  star  Capella  reports  that  it's  really  fou 
stars  revolving  around  a  single  center  of  gravity,  though  the  tex 
mentions  only  two. 

A  nearby  power  line  or  a  big  metal 
lie  object  like  a  car  can  throw  the  unit' 
compass  off.  I  had  to  retreat  to  a  corne: 
of  my  rooftop  deck  to  avoid  the  effect 
of  a  big  metal  door  and  a  heavy  umbrell; 
stand.  Since  warnings  about  such  prob 
lems  appear  only  on  the  screen,  not  ii 
the  finder,  you  can  find  yourself  lookinj 
in  the  wrong  place  for  a  while. 

The  device's  SD  card  slot  wi 
accommodate  extra  content  that  thi 
company  plans  to  begin  releasing  nex 
year.  A  USB  port  lets  you  connect  th» 
„     device  to  a  PC  and  download  updatec 
'  software — the  demotion  of  Pluto  from 

the  planet  list,  perhaps? 

All  in  all,  it's  a  nice  package,  but  it" 
also  kind  of  expensive.  There's  no  mag 
nification — none — so  it's  basically  ai 
interactive  star  finder.  Whei 
used  in  conjunction  witl 
binoculars,  its  a  particular!; 
fine  one.  None  of  the  pape 
or  digital  star  maps  I've  seen 


is  as  easy  to  use  or  puts  as  much  educational  detail  at  your  finger 
tips  in  the  dark. 

Celestron  and  competitors  like  Meade  will  sell  you  similarly 
priced  telescopes  with  built-in  computer  systems  that  can  fine 
celestial  bodies  at  least  as  accurately  and  optics  that  give  you  a  lo 
better  view  of  them.  SkyScout  is  surprisingly  clever  and  wa; 
more  convenient,  but  for  the  long  run  a  decent  computerized 
telescope  may  be  a  better  way  to  boldly  go. 
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ging  the  face  of  tomorrow. 

 / 


The  seeds  of  a  new 
have  been  sown. 


imagination  at  work 


1  Mavericks 


I  O  DREW  ENDY,  ALL  THE 
I  great  breakthroughs  in 
biotechnology  of  the  past 
30  years  were  mere  tweaks. 
Wonders  such  as  mass- 
produced  insulin,  cancer- 
fighting  drugs,  pest-killing 
crops  and  glowing  fish — 
they're  simply  the  result  of 
moving  a  single  gene  from  one  organism  to 
another.  Endy  has  a  grand  ambition:  to  edit  liv- 
ing organisms.  Or  more  precisely,  to  rewrite 
DNA  one  unit  at  a  time,  using  this  genetic  data 
to  make  proteins-to-order,  which  in  turn  would 
define  entire  living  cells.  If  this  venture  or  any- 
thing like  it  succeeds  it  will  change  the  way 
mankind  interacts  with  the  living  world. 

The  36-year-old  professor  at  Massachusetts 
Institute  of  Technology  is  the  intellectual 
ringleader  of  a  cadre  of  "synthetic  biologists" 
who  are  building  useful  devices  out  of  genetic 
material,  much  as  bits  of  mortar  or  silicon  are 
used  to  erect  complex  objects.  "Biology  is 
incredibly  cool,  you've  got  programmable 
reproducing  machines.  To  program  these 
wonderful  living  objects  that  make  copies  of 
themselves,  this  is  pretty 
exciting,"  says  Endy. 

In  coming  years,  Endy 
says,  we'll  begin  to  see  the 
first  custom -crafted  bioma- 
chines:  cells  that  can  keep 
track  of  how  old  they  are  or 
bacteria  engineered  to  hunt 
down  and  kill  tumor  cells. 
These  "devices"  will  guard 
against  disease,  create  new 
fuels,  manufacture  chemicals 
and,  in  the  wrong  hands, 
produce  horrific  bioweapons. 
These  are  still  the  very  early 
days;  scientists  do  not  know 
how  to  build  such  devices 
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Antitumor  Army 

Christopher  Voigt  of  UCSF 
created  E.  coli  that  can  sense 
a  lack  of  oxygen,  a  telltale 
sign  of  cancer  tumors.  These 
designer  bugs  amass  near 
the  cancer  and,  someday, 
will  be  able  to  invade  and 
kill  tumors. 
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Petri  Pictures 

Jeffrey  Tabor  and 
colleagues  at  the 
University  of  Texas, 
Austin  and  UCSF 
created  living 
photographic  film: 
bacteria  that 
change  color  when 
exposed  to  light. 

Someday  similar  technology  might  produce  cells  that 
can  rearrange  themselves  in  response  to  light. 
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GE's  advanced  desalination  tech 
wherever  it's  needed  most, 
Already,  we're  reclaiming  over  1 


omotive  is  designed  to  be  more  fuel  efficient  and 
whetbeeds  stringent  EPA  emissions  standards,  making  the 
r  all.  This  is  the  "little"  engine  that  could.  And  will. 


is  already  built  a  device  from  biologi- 
J  parts:  a  bacterium  programmed  to 
ek  out  cancer  tumors.  His  researchers 
iit  two  BioBricks  sensors  in  E.  coli 
icteria.  One  senses  a  lack  of  oxygen  in 
ssue,  which  is  a  sign  of  a  tumor.  The 
ther  detects  the  presence  of  similarly 
*  ogrammed  bacteria.  If  enough  bacte- 
}a  are  present,  they  employ  another 
I  ne  to  invade  the  tumor  and,  poten- 
illy,  kill  it.  Voigt's  E.  coli  bacteria  are 


still  years  away  fromjecking  them  for  errors 
other  than  a  research  t  back  into  cells.  Even 
UC,  Berkeley  profe  experiments  or  make 
another  Codon  cofounfugs  poisonous, 
is  the  dream  team  of  senders  brought  with 
million  in  2004  from  tto  catch  errors  in  DNA 


Gates  Foundation  to 


ing  them  to  produce 


with  genes  from  plants  rigs  of  base  pairs.  This 
artemisinin,  a  malariai  enlisted  Craig  Muir, 
normally  derived  fromio  industrialized  gene- 
Other  geneticists,nium  Pharmaceuticals, 


Drew  Endy  in  his  office  at  MIT. 
His  mission:  to  make  biology 
as  easy  to  write  as  software. 

to  help  build  its  factory  in 
Cambridge.  Codon  intends 
to  use  all  this  high-speed 
capacity  to  go  after  a  future 
market  in  complicated 
biotech  devices  that  use 
three  or  more  BioBricks. 

One  roadblock  to  synth- 
bio's  future  is  the  messed-up 
patent  environment  in 
biotech,  where  every  tiny 
protein  pathway  and  gene 
sequence  has  an  owner 
wanting  to  get  paid.  Both 
Endy  and  UC,  Berkeley's 
Keasling  say  that  unless  basic 
components  are  made  freely 
available  it  will  be  too  expen- 
sive to  make  anything  useful 
or  complex.  "We're  going  to 
succeed  or  fail  based  on  how 
we  organize  ourselves.  If 
somebody  comes  up  with  a 
better  system  in  Singapore 
or  India,  we  could  lose," 
says  Endy. 

The  bigger  fear  is  that 
synthetic  biology  could  be 
the  end  of  us  all.  Technology 
like  Codon's  could  be  set  up 
as  a  munitions  factory,  repli- 
cating viruses  such  as  the 
1918  influenza,  Ebola  or  smallpox. 
Codon  Chief  Danner  and  John  Mulli- 
gan, the  founder  of  Blue  Heron,  have 
started  an  industry  trade  organization 
that  will  prevent  misuse  by  flagging 
potentially  dangerous  gene  sequences 
and  doing  checks  on  researchers  who 
request  DNA  transcripts.  "I  don't  have  a 
perfect  answer,"  says  Endy.  "I  live  in  a 
society  where  I  depend  on  and  trust  the 
intentions  of  other  people."  F 
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TEP  INTO  THE  SHIPSHAPE 
spa  on  Royal  Caribbean's  Explorer  of  the 
Seas.  For  $179,  Juan — or  one  of  six 
onboard  masseuses — will  mix  up  and 
lather  your  body  with  freeze-dried  sea- 
weed, wrap  you  entirely  in  what  resem- 
bles an  oversize  piece  of  aluminum  foil 
and  knead  your  stressed-out  feet,  hands 
and  head.  An  hour  and  a  half  later  you 
emerge  from  the  compact  spa  cabin 
"detoxified,"  with  your  "lymphatic  system 
cleansed."  Open  from  8  a.m.  to  8  p.m.,  the 
spa  generates  a  healthy  revenue  stream 
for  the  ship,  right  up  there  with  the  casino 
and  the  boutique. 


Here's  the  Rub 


Spas  do  a  great  business  on  cruise  ships.  And  Steiner  Leisure  grabs  most  c 

By  Susan  Adams 


ShipShape  is  an  outlet  of  Steiner 
Leisure  Ltd.,  headquartered  in  the 
Bahamas  and  run  out  of  Coral  Gables,  Fla. 
In  its  primary  business  of  running  spas 
aboard  cruise  ships  Steiner  has  a  com- 
manding lead,  with  125  of  a  worldwide 
total  of  200.  While  the  spa  business 


onshore  seems  to  be  at  a  standstill,  Steiner  s 
top  and  bottom  lines  have  both  been  grow- 
ing at  19%  in  each  of  the  last  five  years; 
over  the  past  12  months  it  netted  $44  mil- 
lion on  revenue  of  $426  million.  That 
growth  got  a  big  assist  from  Chief  Execu- 
tive Leonard  Fluxman's  push  into  prod- 


ucts, training  and  resorts. 

Fluxman,  48,  joined  Steiner  i 
and  resolved  to  shift  the  compan 
sided  balance.  "I  looked  at  it  as 
legged  stool  with  one  leg  very  dee| 
ocean,"  recalls  Fluxman,  a  tanned 
South  African  who  first  came  ab< 
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chief  financial  officer  and  chief  operat- 
ing officer,  stepping  up  to  chief  execu- 
tive officer  six  years  ago.  "The  ultimate 
strategy  has  been  to  create  balance,"  he 
says,  sounding  for  a  moment  like  a 
nutritionist  at  a  spa  resort.  The  cruise 
business  accounts  for  67%  of  Steiner  s 
revenues,  down  from  95%  when  Flux- 
man  joined  the  company. 

Reorganization  is  Fluxmans  thing. 
A  former  member  of  South  Africa's 
national  gymnastics  team,  he  studied 
finance  at  the  University  of  the  Witwa- 
tersrand  in  Johannesburg  before  moving 
to  the  U.S.  in  1986,  getting  his  CPA  and 
working  as  an  accountant  at  Laventhal  & 
Horwath  in  Miami.  In  1990  he  joined 
Steiner  competitor  Coiffeur  Transocean, 
where  he  cleaned  up  the  chaotic  books. 
The  company  had  offices  in  London  and 
Miami,  and  because  Fluxman  knew 
both  British  and  American  accounting 
rules,  he  was  able  to  square  the  books 
and  save  a  bundle  in  audit  fees.  He  also 
reshuffled  the  bonus  structure  for  ship- 
board staff,  setting  revenue  targets 
higher  before  doling  out  extra  pay. 

At  the  time  Steiner  was  run  by 
Clive  Warshaw,  husband  of  Michele 
Steiner  Warshaw,  granddaughter  of 
founder  Henry  Steiner,  who  opened  a 
London  beauty  shop  in  1901.  Henrys 
son  Herman  expanded,  turning  the 
company  into  the  largest  salon  chain  in 
the  U.K.  and  attracting  such  clients  as 


the  two  men  competed  for  contracts.  "We 
decided  it  was  better  to  get  together  than 
to  sacrifice  both  our  margins  to  the  cruise 
companies,"  recalls  Fluxman,  who  quickly 
set  about  preparing  it  to  go  public. 

Shortly  after  the  1996  offering 
Steiner  bought  two  profitable  (70%  gross 
margins)  British  skin  care  brands, 
Elemis  and  La  Therapie,  which  had  been 
supplying  Steiner  s  spas.  Today  massage 
therapists  plug  lotions,  shampoos  and 
oils  at  the  end  of  each  session.  Steiner 
also  sells  to  consumers  through  its  Web 
site,  timetospa.com,  and  at  Nordstrom. 

Steiner  had  long  run  a  small  academy 
in  London.  Fluxman  created  a  separate 
unit,  the  Steiner  Education  Group,  which 
opened  schools  in  Florida,  Maryland, 
Virginia  and  Utah.  Steiner  offers  a  four- 
month  skin  care  training  diploma  (tuition: 
$4,000)  and  a  four-year  B.S.  in  natural 
health  with  a  concentration  in  spa  man- 
agement ($40,000)  at  its  Florida  College  of 
Natural  Health  in  Pompano  Beach.  The 
schools  supply  15%  of  Steiner  s  therapists 
and  make  money;  Fluxman  won't  reveal 
how  much.  Federal  subsidies  are  part  of 
the  picture. 

All  hires  attend  a  four-to-six-week 
training  course  in  London  in  which  they 
learn  to  incorporate  Thai,  Indian,  Swedish 
and  other  massage  techniques,  and  they 
get  advice  on  how  to  survive  the  ship- 
board life.  It's  hard  work.  During  a  typi- 
cal contract,  a  massage  therapist  works 


which  can  total  upward  of  $5,000. 

Fluxman  is  cagey  about  cost  break- 
downs but  allows  that  Steiner  cedes  50% 
of  its  shipboard  revenue  to  the  host  cruise 
line,  which  shares  marketing  expenses 
and  absorbs  the  entire  cost  of  spa  con- 
struction, which  can  be  considerable.  In 
July  Steiner  launched  its  largest-ever 
oceangoing  operation,  the  25,000-square- 
foot  Asian -theme  Samsara  Spa,  with  a  fit- 
ness center,  on  the  Concordia,  run  by 
Costa  Cruises,  a  division  of  Carnival. 

What  about  competition?  In  the  late 
1990s  a  spa  outfit  in  Bah  called  Mandara 
Spa  was  giving  Fluxman  fits,  snatching 
away  Steiner  contracts  with  nine  Norwe- 
gian Cruise  Line  ships.  Steiner's  stock 
price  foundered  until  it  bought  out  Man- 
dara in  2001  for  $64  million.  Mandara 
came  with  45  resort  spas,  which  Fluxman 
has  since  expanded  to  57,  adding  to  resort 
spas  Steiner  operated  at  the  Atlantis  in  the 
Bahamas  and  the  Aladdin  in  Las  Vegas. 

A  couple  of  acquisitions  Fluxman 
wishes  he'd  never  made.  In  2001  he 
bought  two  day- spa  chains,  Greenhouse 
and  C.  Spas,  for  a  total  of  $29.5  million. 
He  soon  discovered  that,  unlike  ships  or 
resorts,  whose  captive  clientele  is  prepped 
for  pampering,  day  spas  must  claw  their 
way  into  consumers'  busy  lives  along  with 
every  other  leisure  and  beauty  retail  outfit 
at  the  mall.  A  year  later  Steiner  dumped 
the  businesses  and  took  a  $24  million  loss. 

There  is  still  room  for  growth  at  sea. 


Pampering  plus:  a  petal  bath  at  a  Mandara  spa;  the  reception 
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s  day  spa;  a  bathing  suite  for  couples;  a  massage  on  deck. 


Queen  Mary  and  her  granddaughter 
Queen  Elizabeth  II.  By  the  1960s  Steiner 
was  offering  facials  and  massage  and 
beginning  its  foray  onto  ships  including, 
appropriately,  Cunard's  Queen  Mary  and 
Queen  Elizabeth  II.  In  the  early  1990s 
Fluxman  grew  chummy  with  Warshaw,  as 


12-hour  days,  sleeping  in  a  shared,  win- 
dowless  broom  closet  of  a  cabin.  Most 
therapists  pocket  all  of  the  $35,000  they 
earn  for  eight  months'  work,  because  96% 
of  Steiner  staffers  are  non-American  and 
at  sea  are  not  subject  to  U.S.  taxes.  Their 
meals  are  free,  and  they  accept  gratuities, 


Cunard,  a  unit  of  Carnival,  passed  over 
Steiner  when  it  signed  a  deal  with  Canyon 
Ranch  to  run  the  spa  on  board  the  Queen 
Mary  2,  launched  in  2003.  "We  have  a 
great  relationship  with  Cunard,"  says  Flux- 
man, with  a  wry  smile.  He'd  like  to  make  it 
an  even  better  one.  F 
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Easing  the 

Corporate  Health  Care 

Cost  Burden 


Although  health  care  costs  keep  rising,  there'! 
finally  some  good  news  to  report  -  it  could  b< 
worse.  By  2015,  health  care  costs  will  eat  u| 
20%  of  the  Gross  Domestic  Product.  Even  now) 
the  United  States  spends  4.3  times  more  on  healtlt 
care  than  on  national  defense. 

Everyone  agrees  such  high  health  care  costs  anc 
expected  growth  rates  are  not  sustainable,  but  what'; 
being  done  to  get  things  under  control? 

Consumer-Driven  Health  Plans 

High-deductible  health  plans  that  include  a  consumer 
controlled  fund  or  account  now  cost  employers  on  averag» 
about  6%  less  than  other  types  of  plans,  according  to  : 
recent  study  by  TowersPerrin. 

Even  more  interesting  is  what  happened  when  th< 
companies  surveyed  by  TowersPerrin  combined  consumer 
driven  plans  with  other  efforts,  notably: 

•  Active  management  of  vendor  relationships 

•  More  effective  communication  about  health  care  costs 

•  Pushing  employees  to  take  responsibility  for  decisions  a 
the  point  of  care  and  giving  them  tools  to  make  bette 
health  care  decisions. 

The  companies  that  undertook  such  efforts  in  the  mos 
comprehensive  and  long-term  way  saw  the  smallest  increase 
in  health  care  costs  —  the  best  of  these  actually  reported  a  59* 
decline  in  the  health  care  costs  of  those  employees  opting  foi 
consumer-driven  plans.  There  are  numerous  tools  and  solution 
to  enable  the  consumer  and  many  different  programs  that  pu 
these  pieces  together  into  one  helpful  resource. 


Some  consumers  aren't  able  to 
read  basic  health  information.  This 
compromises  the  quality  of  healthcare 
and  adds  billions  to  America's  annual 
healthcare  costs. 

Blue  Cross  and  Blue  Shield  Companies 
launched  a  mentoring  program  that 
uses  health-related  children's  books 
to  raise  health  awareness. 

By  educating  tomorrow's  health 
consumers  today,  we  make  it 
easier  for  them  to  navigate 
the  increasing  complexity  of 
healthcare  and  play  a  more 
active  role  in  their  own  health 

Our  partners  at  Harvard  Medical 
School's  Department  of  Health  Care 
Policy  selected  this  program  as  an 
innovative  way  to  help  save  lives 
while  working  to  keep  quality 
healthcare  affordable. 

To  learn  more  about  this  and  other 
BlueWorks  programs,  go  to 
www.bcbs.com/blueworks 


BlueOross  MuoShiekl 
Association 
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Seven  key 

features  of  sustainable 
health  systems 

■  A  vision  and  strategy  to  balance  public 
versus  private  interests  in  building  an 
infrastructure  and  in  providing  basic 
health  benefits  within  the  context  of 
societal  priorities 

H  Better  use  of  technology  and  inter- 
operable electronic  networks  to 
accelerate  integration,  standardization 
and  transfer  of  administrative  and 
clinical  information 

■  Incentive  systems  to  ensure  and  man- 
age access  to  care  while  supporting 
accountability  and  responsibility  for 
health  care  decisions 

■  Defined  and  enforced  clinical  standards 
to  establish  mechanisms  for  accounta- 
bility and  enhanced  transparency, 
thereby  building  consumer  trust 

■  Resource  allocation  that  appropri- 
ately satisfies  competing  demands 
on  systems  to  control  costs  while 
providing  sufficient  access  to  care 
for  the  most  people 

■  Innovation,  technology  and  process 
changes  to  continuously  improve 
treatment,  efficiency  and  outcomes 

■  Flexible  care  settings  and  expanded 
clinical  roles  to  provide  avenues  for 
care  that  are  centered  on  the  needs  of 
the  patient 

Source:  HealthCasi  2020:  Creating  a  Sustainable  Future, 
PriceWaterhouseCoopers  Health  Research  Institute, 
2005,  www.healthcare.pwc.com 


Transparency  and  Accountability 

In  order  to  make  smarter  health  care  decisions, 
companies  and  individuals  need  information  about 
the  costs  associated  with  the  treatment  of  particular 
health  conditions  as  well  as  the  quality  of  care  provided.  The 
Blue  Cross  Blue   Shield  Association  has  created  Blue 
Distinction,  a  nationwide  program  that  includes  three  components 
that  will  create  an  unprecedented  level  of  health  care  transparency.  The  "^B 
first  component  is  the  Blue  Distinction  National  Transparency 
Demonstration  that  is  currently  being  undertaken  by  17  Blue  Companies. 
This  demonstration  aims  to  identify  and  test  the  most  effective  ways  to  hel 
consumers  learn  about  the  absolute  and  relative  costs  of  medical  services,  includir 
physician  and  hospital  services. 

The  next  component  includes  the  Blue  Distinction  Centers  that  identi 
providers  of  bariatric  surgery,  cardiac  care  and  transplant  services  nationwic 
that  meet  predetermined  standards.  These  centers  give  the  individual  the  pow< 
to  make  informed  decisions  about  health  services  based  on  clinical  data  fro: 
hospital  registries. 

Finally,  the  Blue  Distinction  Provider  Measurement  and  Improvement  Progra; 
uses  metrics  to  gauge  the  care  standards  applied  by  providers  in  treating  commc 
conditions  such  as  heart  attacks,  heart  failure  and  pneumonia. 


We 
want 
you  to 
know 


Aetna  Health  Connections5 


A  new  way  to 
bring  it  all  together 
for  better  health. 

Now  Aetna  introduces  a  new  approach 
to  medical  management  that  can  help 
people  achieve  their  optimal  health. 
Aetna  Health  Connections  integrates 
clinical  data  and  programs  across  Medical, 
Dental,  Pharmacy,  Behavioral  Health 
and  Disability  insurance  plans  to  provide 
a  picture  of  every  member's  overall  medical 
condition.  With  our  holistic  approach, 
doctors  and  nurse  case  managers  have 
the  data  they  need  to  help  patients 
achieve  better  outcomes,  and  make  earlier 
interventions  when  appropriate.  To  find 
out  more,  call  your  broker  or  consultant, 
Aetna  representative,  or  visit  aetna.com. 


We  want  you  to  know" 


KAetna* 


Health 

Dental 

Pharmacy 

Behavioral  Health 

Long  Term  Care 

Disability 

Life 


©2006  Aetna  Inc.  Plans  are  offered  by  Aetna  Life  Insurance  Company.  Health  insurance 
plans  contain  exclusions  and  limitations.  Policy  form  numbers  include  GR-29  and  GR-700-W. 
200630 


Slue  Health 

Intelligence":  Answering 
The  Need  for  Credible, 
Actionable  Data 

Blue  Cross  and  Blue  Shield  Plans  have 
created  a  unique  and  powerful  health 
care  database  called   Blue  Health 

SM 

Intelligence  (BHD  that  will  improve 
health  care  quality  through  opportuni- 
ties to  share  critical  health  information 
with  employers,  and  in  the  future,  with 
consumers  and  providers. 

BHI  will  strengthen  the  move  to  greater 
health  care  transparency  by  ultimately 
providing  unmatched  detail  about  health 
care  trends  and  best  practices. 

Evidence-Based  Health  Care 
Decision  Making 

The  secure,  HIPAA-compliant  database 
is  comprised  of  claims  information  (with 
no  personal  identifiers)  from  79  million 
lives  —  significantly  larger  than  existing 
health  care  databases.  Access  to  the 
aggregate  data  will  be  available  only  to 
the  20  Blue  Cross  and  Blue  Shield  Plans 
currently  participating  in  BHI. 

The  development  of  BHI  over  the 
last  several  years  responds  to  the 
demands  of  employers,  consumers  and 
providers  who  have  called  for  credible 
and  actionable  data  that  drives 
informed,  evidence-based  health  care 
decision  making. 

www.bcbs.com 


BlueCross  BlueShield 
Association 

An  Association  of  Independent 
Blue  Cross  and  Blue  Shield  Plans 


Integrated  Health  Records 

Traditionally,  a  person's  health  care  records  are 
dispersed,  inconsistent  and  often  incomplete,  which 
can  prevent  patients  from  getting  the  right  care  in  the 
most  cost-effective  way.  This  messy  recordkeeping  can  also 
increase  the  administrative  costs  associated  with  delivering 
and  paying  for  care. 

Aetna  has  taken  a  first  step  to  both  standardize  and  digitize  patient 
health  records  with  its  Integrated  Health  and  Disability  business  model 
which  seamlessly  integrates  members'  health,  disability,  behavioral  health  and 
pharmacy  data. 

The  benefits  include  improved  plan  performance,  employee  health  care  satij 
faction  and  smoother,  more  efficient  health  care  transaction  processing 


Emphasizing  Wellness  and  Prevention 

The  more  people  know  about  staying  healthy,  the  healthier  they  stay.  Th 
more  and  more  providers  of  health  care  insurance  are  emphasizing  wellne 
and  prevention. 

Aetna's  Web  site  includes  learning  resources  that  enable  consumers  to  look  i 
diseases  and  conditions,  tests,  procedures  and  treatments,  and  get  information  fro 
experts  at  Harvard  Medical  School,  Columbia  University  College  of  Deni 
Medicine  and  other  reliable  sources.  Aetna  also  offers  online  tools  that  help  m 
doctors  and  pharmacies,  make  health  benefit  choices,  and  select  life  and  long-ter 
care  insurance. 


■ 


Incentives  to  Ensure  Quality  and  Safety 

Health  care  becomes  less  cosdy  when  providers  adhere  to  accepted  standards  of  ca 
and  safety.  The  challenge  is  to  create  effective  incentives  for  providers  to  folic 
those  standards. 

Blue  Cross  Blue  Shield's  Blue  Works  initiative  encourages  its  companies  to  reali 
incentives  to  promote  quality  care.  Programs  range  from  fraud  and  abuse  awarenc 
training  to  collaboration  on  simplifying  office  administration. 


h 
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At  the  Heart  of  Consumer-Driven  Health  Care: 
Health  Savings  Accounts  (HSAs) 
HSAs  combine  a  tax-favored  savings  account  and  a 
qualifying  high-deductible  health  insurance  plan  to  encour- 
age people  to  take  control  of  their  health  care  decisions.  Since 
the  tax-free  funds  they  deposit  in  their  HSAs  —  up  to  $2,700  for 
singles  or  $5,450  for  families  —  remain  under  their  control,  consumers 
have  a  vested  interest  in  managing  their  decisions  more  closely. 
The  catch?  The  money  must  be  spent  on  qualified  medical  expenses,  from 
tor  appointments  and  prescription  drugs  to  other  costs  not  typically  covered 
lealth  insurance,  including: 

ental  treatment 

[ental  health  and 
nysical  therapy 

ternative  treatments 
g.,  acupuncture, 
itritional  consulting) 

ealth  care-related 
ansportation  and  lodging 

eventive  health  programs 

onprescription  medications 

png-term  care 
surance  premiums 


Ing  the  Health  Care 
>t  Burden 

ach  of  these  programs  is  a  start,  and  providers  of  health  care  and  health  care 
ranee  continue  to  find  more  ways  to  create  sustainable  health  systems.  The 
ire  information  that  consumers  and  corporations  get,  the  better  their  health- 
ted  decisions  will  be.  This  shared  responsibility  seems  to  be  increasing  the 
:iency  of  health  care  for  individuals,  companies  and  health  care  providers 
e,  leading  to  a  lessened  cost  burden  for  all.  ■ 


itten  by  aimpublications  LLC  (www.aimpublications.com) 
duced  by  Frank  Long 


Focus  on  Consumer- 
Directed  Health  Care 


Aetna  believes  in  the  power  of  the  con- 
sumer —  it  is  one  reason  we're  so 
focused  on  consumer-directed  health 
care.  As  the  first  national,  full-service 
health  insurer  to  introduce  a  consumer- 
directed  product  in  September  2001,  we 
continue  our  leadership  role  in  this  area. 

Making  it  easier  for  consumers  to  become 
more  engaged  in  their  own  care,  Aetna  has 
developed  a  suite  of  decision  support  tools 
for  members.  Located  within  Aetna 
Navigator™,  a  secure  self-service  Web  site, 
members  have  easy  online  access  to  per- 
sonal information  and  programs  that  can 
help  them  find  and  compare  doctors  and 
hospitals,  and  estimate  the  cost  of  care. 
Moreover,  we  will  strive  to  continuously 
enhance  our  members'  ability  to  access 
information  that  helps  them  make  well- 
informed  choices. 

With  the  right  tools  and  information, 
consumer-directed  health  plans  raise 
consumers'  awareness  of  health  care 
costs  and  provide  them  opportunities  for 
greater  control  over  health  care  spend- 
ing. More  engaged  consumers  can  lead 
to  reductions  in  total  health  care  spend- 
ing for  both  consumers  and  employers 
—  an  ideal  situation  for  everybody. 

www.aetna.com/index.htm 
We  want  you  to  know® 

TAetna 


Whafsl 
That  Smell? 

At  Westin,  it's  white  tea.  In  KB  Toys, 
strawberry  shortcake.  If  you  have  a 
brand,  it  better  have  a  scent. 

By  Suzanne  Hoppough 


MB^  AVID  VAN  EPPS  OPENS  HIS  ALUMINUM  BRIEFCASE  AND 
HT^Bft  gently  touches  several  of  the  72  slender  glass  vials  inside. 

Ml  "Here's  one  you'll  like,"  he  says,  twisting  the  top  off  one. 
He   .jiflfjP  He  dips  a  paper  strip  inside  and  waves  it  under  his  nose, 
IMMP^  inhaling  deeply.  The  sweet,  buttery  essence,  "sugar 
cookie,"  ren  i  inds  Van  Epps  of  his  grandmother's  kitchen.  It  also  makes 
him  think  oi  mo  ley:  Sugar  cookie,  one  of  1,480  fragrances  sold  by 
ScentAir  Techi-    >gies,  the  company  Van  Epps  heads,  is  puffed  into 
model  homes  in       planned  communities  in  the  U.S. 

Fra  grance  is  .  a  marketing  tool  these  days  as  a  logo  and 

a  jingle.  Sony  spritzi        ony  Style  stores  with  a  ScentAir-created 
vanilla-and-mandan         ia  to  put  gadget  gawkers  in  the  mood 
to  spend.  At  some  Doi       \  Hotels  guests  get  a  whiff  of  Scent- 


Air's  chocolate-chip-cookie  scent  before  a  front-desk  minder  hand 
them  a  real  cookie.  And  Procter  &  Gamble  has  experimented  wit 
ScentAir-created  fragrances  to  attract  shoppers  to  displays  i 
stores,  says  Van  Epps.  "What's  better  than  having  a  bran 
people  want  to  use  because  of  fragrance?"  says  he. 

Van  Epps,  whose  BMW  smells  of  lavender  and  ylang 
ylang,  hopes  to  bottle  that  attitude:  ScentAir  of  CharlotU 
N.C.  charges  as  much  as  $25,000  to  create  a  custom  blenc 
which  typically  includes  more  than  six  fragrances,  such  a 
lemongrass  and  citrus.  Monthly  refills  are  $100  per  devia 
Off-the-rack  scents,  including  honeysuckle,  co 
$100  a  month.  ScentAir  has  been  around  fo 
12  years,  but  sales  have  taken  off  as  more  mat 
keters  use  scents  to  distinguish  their  brands.  l[ 
year-to-date  revenue  is  $12  million,  quadrupl 
the  figure  for  the  same  period  in  2005,  say 
Van  Epps,  who  joined  the  privately  held  com 
pany  from  Muzak  in  2004. 
Once  a  scent  is  selected,  ScentAir  puts  th 
liquid  aroma  in  a  cartridge  that  fits  inside  its  Scent Wav 
emitting  device.  A  small  fan  inside  the  gadget,  which  is  the  siz 
of  a  shoe  box,  pushes  fragrance  into  the  air.  You  control  th 
emission  rate  with  a  dial. 

Some  companies  simply  want  to  make  shoppers  linger  in  th 
hope  they  will  spot  something  to  buy.  It  seems  to  have  worke* 
at  the  Hard  Rock  Hotel  in  Orlando,  where  waffle-cone  an 
sugar-cookie  concoctions  released  into  the  air  lured  visitor 
to  an  out-of-the-way  ice  cream  shop,  where  sales  jumpe< 
45%  in  the  first  six  months  after  a  ScentAir  device  wa 
installed.  Westin  Hotels  &  Resorts  tapped  ScentAir  for 
white  tea  fragrance  it  pumps  into  127  properties.  Th 
hotels  have  just  started  selling  white-tea-scented  item: 
including  $36  candles  and  a  $65  fragrance  diffuser.  Sui 
A.  Brush,  senior  vice  president  of  Westin,  is  hopin 
for  sales  of  $750,000  in  the  first  year. 

"Smell  has  a  greater  impact  on  purchasing  tha: 
everything  else  combined,"  says  Alan  Hirsch,  neuro 
logical  director  of  the  Smell  &  Taste  Treatment  £ 
Research  Foundation  in  Chicago.  "If  somethin 
smells  good,  the  product  is  perceived  as  good." 

Marketing  concept:  associate  a  scent  with 
brand.  Jimmy  Choo,  the  shoe  designer,  tappe< 
ScentAir  to  create  a  custom  fragrance  for  stores.  Th 
lemongrass  blend  includes  green  ivy  and  cardamorr 
LG  Electronics  recently  introduced  a  lavender 
scented  cell  phone  keypad.  Clear  Channel  Outdoo 
uses  400  billboards  that  emit  fragrances,  such  a 
cherry  for  a  shampoo  from  L'Oreal.  Now  all  we  need  i 


a  PC  that  can  pick  up  aromas  from  Web  sites. 

Please  turn  the  page  to  see 
our  special  IPO  gatefold  ► 
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Your  company's  IPO.  The  most  crucial  moment  in  its  history 
Who  else  would  you  trust  with  that? 
Global  Banking  |  Global  Capital  Markets  |  Global  Transaction  Services 

iupcib.com 

Citigroup  Global  Markets  Inc.  Member  SIPC  All  rights  resi 


citigroupj 


corporate  and 
investment  banking 
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s  trail  the  S&P  500  by  a  wide  margin. 


Technol 

You  may  miss  out  on  a  few  spectacu 
but  the  best  time  to  invest  in  techni 

By  Scott  DeCarlof  Matthew  Rand  an 

INITIAL  PUBLIC  OFFERINGS  HAVE  HELPED  FUEL  THE  STAG 
in  semiconductors,  computers,  networking,  wireless  c 
e-commerce,  biotechnology  and  many  other  technologies, 
new- issues  market  has  brought  enormous  rewards  to  entr 
tors  and  investment  bankers.  But  where  are  the  investors' 
Since  the  turn  of  the  century  Wall  Street  has  taken  427  technolo; 
lie  and  raised  $68  billion  in  new  capital.  (We  count  only  offerings  ai 
raised  at  least  $5  million.)  Since  it  is  difficult  for  the  individual  inves 
the  offering  price,  we  use  the  first-day  closing  price  as  our  starting  p< 
performance.  By  that  score  the  tech  stocks  show  an  average  loss  of ; 
to-S&P  500  performance  of  59  (where  a  score  of  100  means  tying  th 
Of  the  427  stocks,  339  (79%)  underperformed  the  S&P  500,  and  a 
now  worth  less  than  their  first-day  closing  price.  The  usual  pattern 
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ks  lead  managers),  with  $18  billion  in  technology  offerings 
had  the  best  performance. 
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Google  got 
Network  (Hotels.corl 


JHr  a  Rebound 


Google's  initial  offering  (via  Dutch  auction) 
rubbed  Wall  Street  the  wrong  way,  but  it 
has  been  a  good  deal  for  shareholders. 


The  Bigg 

es  not 

These  stocks  had  oft>rowth 
fiber-optic  equipmeibe  tne 
2000  IPO,  giving  it  tim£ 


jor  a  technology  company  to  stumble; 
it  is  hard  to  get  back  on  track. 

Council  of  Venezuela— made  up  75%  of  Cogent  s  SI  60  mil- 
lion in  sales.  The  company  recendy  reported  second- 
quarter  2006  revenue  of  $13.2  million,  half  the  amount 
anticipated  by  analysts  Brian  Ruttenbur  and  Andrew  Jones 
at  Morgan  Keegan.  But  both  analysts  feel  that  this  was  a  trough 
and  that  a  turnaround  is  at  hand.  Cogent,  in  partnership  with 
Siemens  AG,  is  being  considered  for  European  Union 
fingerprint  systems  contracts  that  it  expects  will  be  awarded 
later  this  year.  One  or  more  of  these  contracts  could  provide 
it  with  secure  revenue  streams  for  years  to  come. 

Atheros  Communications 

The  Wi-Fi-chip  maker  has  some  tough  competitors  in 
Broadcom,  Intel  and  Marvell.  But  Paul  Bard  of  Renaissance 
Capital  says  Atheros  has  top-quality  technology.  Shares  of 
Atheros  have  gyrated  this  year  and  now  sell  at  17  times 
hoped-for  2007  profits.  In  August  Atheros, 
which  earned  $17  million  on  $183  million 
in  2005  sales,  bought  a  Taiwanese  chip 
company,  which  could  provide  the  catalyst 
for  future  growth.  That  push  follows  the 
announcement  in  July  that  Atheros  was  get- 
ting further  into  the  Chinese  market  via 
UTStarcom,  which  will  sell  wireless  handsets  using  Atheros 
chips.  Analysts  expect  31%  earnings  growth  next  year, 
making  the  P/E  ratio  not  so  outlandish.  F 
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tfter  adjusting  for  splits  and  a  spinoff, 
shares  of  PalmOne  (now  Palm  Inc.)  are 
trading  98%  below  their  first-day  close. 
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STRATEGIES 


Picking  on  The 
Small  Fry 

Activist  investor  Larry  Goldstein  looks 
for  gems  hidden  in  small  companies.  Then 
things  can  get  ugly  By  Phyllis  Berman 


I  T'S  LIKE  A  SCENE  FROM  THE  MOVIE 
I  Other  People's  Money,  where  the 
1  swaggering  Wall  Street  buccaneer 
I  comes  to  pillage  the  little  town's 
1  staid,  beneficent  company.  But 
Lawrence  J.  Goldstein,  who  jokingly  likens 
himself  to  Danny  DeVitos  invading  finan- 
cier, thinks  the  good  folk  of  bucolic 


Goshen,  N.Y.  should  be  thankful  he's  try- 
ing to  shake  up  slumbering  Warwick  Val- 
ley Telephone. 

A  hard-driving  Drexel  Burnham  alum- 
nus who  now  heads  asset-management 
firm  Santa  Monica  Partners,  Goldstein,  70, 
specializes  in  very  small  public  companies 
holding  gemlike  assets  that  are  little  appre- 


ciated. In  Warwick's  case  the  gem  is  a  h 
profitable  7.5%  stake  in  an  entity  thai 
wireless  minutes  to  big  telecoms.  Th 
lular  unit,  Orange  County- Poughkq 
Limited  Partnership,  props  up  104-yea 
Warwick  (market  cap:  $107  million 
old-style  provider  of  landline  servic 
small  towns.  Warwick's  earnings  are  e 
and  without  the  cell  partnership  wou 
in  negative  territory. 

For  the  past  three  years  Goldstei] 
pushed  Warwick  to  spin  off  the  landline 
forcing  it  to  make  do  on  its  own,  ai 
redirect  the  cash  coming  from  the  ce| 
venture  into  the  pockets  of  Warwick  si 
holders.  (Verizon  Wireless,  which 
85%  of  Orange  County- Poughkeepsie 
taking  sides  in  the  dispute.)  He  had 
to  court  to  have  two  of  his  candidat 
Warwick's  board  placed  on  the  ballo 

Goldstein  and  his  right-hand 
Josh  M.  Eudowe,  estimate  their 
would  bring  a  $2-a-share  annual  pi 


Goldstein  (right)  and  partner  Josh  Eudowe  look  for  underperformers 
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FREE 

HIGH-SPEED  INTERNET 

& 

FREE 

LONG  DISTANCE 


WHAT'S  YOUR  REQUEST?™  Do  you  want  to  chat  up  old  friends  and  current 
business  associates  every  day?  Or  do  you  want  to  leisurely  surf  the  web  looking  for  the  next 
big  thing  all  night?  We'd  like  to  hear  about  it.  Join  Wyndham's  free  ByRequest  program  and 
enjoy  extras  like  free  long  distance  and  Internet  when  you're  traveling  on  business.  Call  us  or 
your  travel  planner  for  details.     1.800.WYNDHAM  www.wyndham.com 


Wyndham  Canoa  Ranch  Resort 
Wyndham  Phoenix 
Wyndham  Anaheim  Park 
Wyndham  Commerce 

Los  Angeles,  CA 


Wyndham  Palm  Springs 
Wyndham  Garden  Hotel  -  Pleasanton 
Wyndham  San  Diego  at  Emerald  Plaza 
Wyndham  San  Jose 
Wyndham  Orange  County 


WYNDHAM 
HOTELS  AND 
RESORTS 


Tidham  ByRequest'  benefits  are  available  at  participating  Wyndham  Hotels  and  Resorts  and  are  subject  to  certain  restrictions.  For  a  complete  list  of  terms  and  conditions,  visit  wyndham.com. 


FEEL  SPORT 


It's  warfare.  It's  testosterone.  And  from  a  properly  configured  and  installed 
system,  it  reveals  the  fear  in  the  quarterback's  eyes  as  he  prepares  for 
another  helping  of  turf.  That  the  idea? 

Start  with  a  Magnolia"  store.  With  friendly  pros.  And  demo  rooms  that 
mimic  real  rooms.  And  pretty  soon  your  ideal  system  begins  to  appear. 
Find  a  store  at  magnoliaht.com. 


MAGNOLIA 


THE  NEW 

LUNCH  HOUR 


rought  to  you  by 
aiser  Permanente 


These  days,  the  3-martini  lunch  has  evolved  into  30  minutes  of  focused  breathing.  With 
Kaiser  Permanente's  full-  product  selection — including  PPO  and  POS  plans  with  a  huge  network  of 
doctors  to  choose  from  that  can  also  include  our  own  physicians — you  can  help  keep  your  workforce 
healthy.  We  also  offer  Medicare  and  HMO  deductible  plans  at  various  prices,  as  well  as  HRAs  and 
HSAs  to  help  you  control  health  care  dollars.  And  your  employees  will  be  inspired  to  take  on  healthy 
new  habits  with  the  help  of  our  online  and  offline  tools  and  preventive  services  to  keep  them  at 
their  most  productive.  We're  a  single-carrier  solution  that  gives  "power  lunch"  a  fresh,  new  meaning. 

POS  and  PPO  benefits  are  underwritten  by  Kaiser  Permanente  Insurance  Company,  a  subsidiary  of  Kaiser  Foundation  Health  Plan. 


Employers.kp.o 


PERMANENTE, 


I* 

!  t 
.« 

.  » 
1 
f 
I 
1 

1 

t 

1 
1 
t 

1  , 

IS 


1  1 


...... 


Wouldn't  it  be  nice  to  hear  more  talk  about  12-mile  runs — less  about  12-hour  workdays?  With 
Kaiser  Permanente's  full  product  selection — including  PPO  and  POS  plans  with  a' huge  network  of  doctors 
to  choose  from  that  can  also  include  our  own  physicians — you  cannelp  keep  your  workforce  healthyand' 
inspired.  For  lower  premiums,  wealsoofferMedicareandHMOdeductible  plans,  HRAsandHSAsata  variety 
of  prices.  Plus,  help  employees  get  into  healthy  new  habits  with  online  and  offline  tools  and  preventive 
services  to  keep  them  at  their  most  productive.  We're  a  single-carrier  solution  that's  turning  work  into  play. 


POS  and  PPO  benefits  are  underwritten  by  Kaiser  Permanente  Insurance  Company;  a  subsidiary  of  Kaiser  Foundation  Health  Plan. 


KAISER  PERMANENTE®  thrive 


On  all  flights  to  Tokyo  originating  in  its  mainland  U.S.  gateway  citie 


ANA  offers  its  celebrated  New  Style,  CLUB  ANA  Business  Class  Service  on  all  flights  to 
Tokyo  from  New  York,  Washington,  D.C.,  San  Francisco  and  Los  Angeles.  Indulge  yourself 
with  our  chefs'  gourmet  creations.  Or  get  a  good  night's  sleep  on  the  generously  wide 
fully  reclinable  seat.  Our  world-renowned  hospitality  will  raise  your  standards  for  air  travel. 
This  ultimate  experience  can  be  yours  from  Chicago  starting  October  29,  2006. 
Aircraft  and  services  subject  to  change  without  notice. 


Non-stop  to  Tokyo  from  New  York,  Washington,  D.C.,  San  Francisco,  Los  Angeles  and  Honolulu.  |  WWW.FLY-ANA.COM  |  I  -800-2-FLY-AN 
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A  STAR  ALLIANCE  MEMBER  v. 


Let  the 
Rewards 


f  SOUTHWEST  AIRLINES  ]       CHASE  Q 

 RAPID  REWARDS  ' 


dtrip  Awards  faster 
uthwest  Airlines 
ards  Visa®  card 


Get  Up  To 

9  Credits! 

That's  more  than 
halfway  to  a  Free 
roundtrip  Award! 

after  your  first  purchase  and 
balance  transfers  made  within 
90  days  of  account  opening1 


Earn 

Unlimited  Rapid 
Rewards  Credits! 


Low  Annual  Fee 
Applies 


ays 

21  or 
est.com/visa 


•"vJar a? 


Offer  code:  COO 
or  for  business  card  mention  code:  Til 


1  Get  four  Rapid  Rewards  credits  after  your  first  purchase 
and  up  to  five  more  credits  with  balance  transfers  made 
within  the  first  90  days  the  card  is  open.  You  will  earn 
1  Reward  Dollar  for  every  $1  you  transfer  (up  to  a  maximum 
of  $6,000  or  5  credits).  Balance  transfers  are  subject  to  a 
fee  of  up  to  $75.  Please  allow  6-8  weeks  for  bonus  credits 
to  post  to  your  Rapid  Rewards  account. 

2  In  certain  circumstances,  you  may  receive  a  Classic  card 
with  a  credit  line  up  to  $5,000  instead  of  a  Signature 
card.  The  Classic  card  benefits  and  rewards  are  different 
from  the  Signature  card  benefits  and  rewards.  Classic 
card  benefits  include:  one  Reward  Dollar  for  every  $1  you 
spend  on  all  purchases  (up  to  58,000  Reward  Dollars  per 
year),  Travel  Accident  Insurance,  and  Free  Additional 
Cards.  The  Classic  card  has  an  annual  fee  of  $39  per  year. 

'Award  travel  is  subject  to  the  U.S.  government-imposed 
September  11th  Security  Fee  of  up  to  $10  per  roundtrip. 


We're  trying  to  remove  all  the  obstacles  to  offering  health  coverage. 
And  we're  starting  with  the  mountain  of  paperwork. 


If  you're  running  a  small  business,  you  don't  have  time  to  waste  struggling  with  health  care  admin.  Which 
is  why  Blue  Cross'  BeneFits  portfolio  now  offers  simple  online  enrollment.  It  lets  you  apply  for  employee 
coverage  with  the  simple  click  of  a  mouse.  And  easier  registration  is  just  the  start.  You  can  also  go  online  to 
learn  about  products,  compare  choices,  get  real-time  quotes  and  make  your  first  payment.  You  can  even 
send  applications  direct  to  underwriting  without  having  to  print  them  out  and  send  them  in.  Not  only  are 
our  BeneFits  plans  more  manageable,  they  are  also  our  most  affordable,  making  them  the  perfect  choice  for 
any  small  business.  To  find  out  more  or  to  apply  now,  just  point  your  mouse  to  BeneFitsFromBlueCrossCa.com. 


Health  products  in  BeneFits  portfolio  offered  by  Blue  Crass  of  California  (BCC)  or  BC  Life  &  Health  Insurance  Company  (BCl&H),  Dental  BeneFits  plan,  Vision  and  Term  Life  products  offered  by  BCLSH.  BCC  and  BCLSH  are  independent 

licensees  of  the  Blue  Cross  Association  and  are  licensed  to  conduct  business  in  the  state  of  California.  ®  Registered  Marks  of  the  Blue  Cross  Association.  ©  2006  BCC. 


Unconventional  Is  The 
Best  Convention. 
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hall  ihe  battle.  The  other  half  is  knowing  it.  And 
that's  precisely  Bill  Grathwohl's  story.  By  choosing 
the  Tepper  School  of  Business,  Bill  found  himself 
at  ground  zero  of  mortgage  securities,  an  industry 
thai  was  taking  off  in  the  late  '80s.  He  immersed 
himself  in  innovative  coursework  that  was  based 
on  the  school's  own  groundbreaking  finance 
research.  And  from  his  unique  position  as  a 
student-on-the-inside,  this  Tepper  grad  turned 
I  Goldman  Sachs  exec  saw  his  future  unfold. 
A  career  that  began  in  mortgage  securities  and 
evolved  into  derivatives.  A  career  that  has  seen 
him  living  and  working  in  New  York,  Tokyo  and 
London.  All  from  being  at  the  right  place.  Tepper. 


Your  story  could  be  next: 

www.MBARealityCheck.com 


i 


ill  Grathwohl,  Tepper  MBA  '87 

ing  Director,  Goldman  Sachs,  London 


v 


Public  lands  make  up  over  one-third  of  this  great  country,  and  they 
belong  to  each  of  us.  From  sidewalks  outside  our  doors  to  beaches  to 
distant  mountain  streams,  we  share  it  all.  And  together,  we  can  protect 

it.  Whether  you'd  like  to  organize  a  cleanup,  be  a  campground  host,  "TAKE  PRIDE" 

or  do  something  else,  there's  a  way  you  can  help.  To  find  out  more  in^M  ERICA 

about  the  volunteer  opportunities  available,  visit  www.TakePride.gov.  It's  your  land,  lend  a  handl 


Medical  and  Dental  coverage  from  Blue  Crass  of  California  (BCC)  and/or  BC  Life  &  Health  Insurance  Company  (BCL&H).  Medical  coverage  outside  of  California  provided  by  BCL8H  under  a  group  policy  issued  in  California 
Life  insurance  from  BCL8H.  BCC  and  BCLSH  are  independent  licensees  nf  the  Blue  Cross  Association.  ®  Registered  Marks  of  the  Blue  Cross  Association.  ©  2(106  BCC 


PEOPLE     WHO     MAKE     GREAT     COMPANIES  WORK 


There  may  be  no  person  on  earth  who's  done  more  for  aviation  safety  than  Honeywell's  Don  Bateman.  As  Chief 
Engineer.  Flight  Safety  Technology,  for  Honeywell  Aerospace,  he  holds  more  than  120  worldwide  patents.  Don'  was  recently 
inducted  into  the  National  Inventors  Hall  of  Fame  for  his  innovative  work  over  a  50-year  career  on  technologies  that 
alert  pilots  to  impending  collisions  with  terrain  and  other  obstacles.  His  generations  of  Enhanced  Ground  Proximity 
Warning  Systems  (EGPWS)  have  reduced  terrain-related  aviation  incidences  to  virtually  zero— in  over  100  million  flights. 
"My  mission  is  saving  lives,"  Don  says.  "And  I'm  net  done  yet." 

Perkins  Coie:  Legal  Counsel  to  great  companies  like  Honeywell. 


Perkins 
Coie 


ANCHORAGE     •     BEIJING     •     BELLEVUE  • 
OLYMPIA      •       PHOENIX       •  PORTLAND 

Contact :  800  586.8441  Perkins  Coie  up  and  Affiliates 


BOISE     •     CHICAGO     •     DENVER     •     LOS  ANGELES     •     MENLO  PARK 
.       SAN    FRANCISCO       •       SEATTLE       •      WASHINGTON,  DC. 


f.perkinscoie.coir, 


Introducing  the  Malaysian  Airlines  Airpass: 
with  the  purchase  of  a  first  or  business  class  roundtrip  ticket  from 
Los  Angeles,  to  Kuala  Lumpur,  Malaysia,  you  can  experience  a 
further  three  Asian  cities  of  your  choice  within  21  days. 
A  truly  diverse  Asian  experience  and  in  comfort  too-  be  pampered  by 
our  world-class  in-flight  service  rated  by  Skytrax  5-Star  World  Airline  Ranking. 

Choose  from  the  following  cities: 
Brunei  Darussalam,  Rangoon,  Denpasar,  Medan,  Jakarta, 
Phnom  Penh,  Cebu,  Manila,  Singapore,  Bangkok,  Hong  Kong, 
Surabaya,  Kota  Kinabalu,  Kuching,  Langkawi,  Penang 

$5999  $ 

for  First  Class  for  Business  Class 

Call  Malaysia  Airlines  Premiere  Desk:  1-888-627-8477 


Going  beyond  expectations 


3.999 


*First  Class  travel  to  Kuala  Lumpur  must  originate  from  Los  Angeles  International  Airport.  Applicable  taxes,  fees  and  surcharges  apply.  **  Business  Class  travel  to  Kuala  Lumpur 
must  originate  from  Los  Angeles  International  Airport  Applicable  taxes,  fees  and  surcharges  apply.  Taxes,  fees  and  surcharges  (from  approx.  $209  to  $390)  will  be  added  according 
to  final  itinerary.  Tickets  must  be  purchased  by  December  31,  2006  for  travel  up  to  May  31,  2007.  Other  restrictions  apply.  ©2006  Malaysia  Airlines.  All  rights  reserved. 


LISA  B.  CROSBY,  DIRECTOR  OF  BENEFITS,  TRINET 
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USING  IS  BELIEVING. 


web-based  consumer  tools 


ever  and  wherever 


ces  to  over  a  thousand  technology,  financial  and  professional  services  companies.  TriNet 
id  plan  sponsor.  We  needed  a  carrier  that  would  bring  superior  customer  service  and  provide 

ir  highly  compensated,  web-sawy  customer  base. 

)r  selecting  Health  Net  is  their  Decision  Power5"  program.  It  fills  the  breach  when  real  life  hearth 
Power  24/7  "on  call"  response  system  answers  TriNet's  goal  of  providing  great  service  when- 
sed  it.  Their  web  tools  are  smart,  easy-to-use  and  relevant:  Evidence-based  medicine, 

ipendent,  objective  perspectives.  Bottom  line:  Decision  Power  helps  members  develop  informed 
licaf  team  about  their  specific  condition.  Healthcare  needs  this.  And  Health  Net  has  it." 

roker  today.  Or  call  Health  Net  at  1-800-447-8812,  option  1.  Or  visit 


www.healthnet.com 


Health  Net 

A  Better  Decision 


Health  Net*  of Califon  ia  Inc.,  is  a  subsidiary  of  Health  Net,  Inc.  Health  Net,  Inc.'sHMO,  POS.  EOA,  insured  PPO  and  government  contracts  subsidiaries  provide  health  benefits  to  11  million  members 
nationwide  through  dividual.  Medicare,  Medicaid  and  TRICARE  programs  Health  Net,  Inc.  has  $12  billion  in  annual  revenues.  ©2006  Health  Net  of  California,  Inc.  Health  Net*  is  a  registered! 

trademark  of  Health  Net,  Inc.  Health  Net's  Decision  Power  is  a  sen/ice  mark  of  Health  Net,  Inc.  All  rights  reserved. 


SEE  HOW  YOUR  CITY 

MEASURES  UR 


Monpyftinvesting  

to  Warwick  stockholders,  who  now  get 
80  cents  in  regular  yearly  dividends.  But 
many  of  these  shareholders  are  Goshen- 
area  people  who  have  had  Warwick  stock 
handed  down  through  their  families  for 
generations.  Goldstein's  idea  is  bad,  they 
say,  because  it  would  gut  Warwick  and 
throw  the  company's  1 30  employees  out 
on  the  street. 

"You're  dead  from  the  neck  up,"  the 
voluble  Goldstein,  whose  three  hedge 
funds  own  2.5%  of  the  company,  tells  the 
legion  of  opposing  Warwick  shareholders 
at  its  annual  meeting.  Warwick  has 
already  been  forced  to  reduce  its  staff  by 
20%  this  year,  he  notes,  hard  evidence  that 
its  vaunted  paternalism  is  hypocritical. 

A  Warwick  investor,  Edward  Klein, 

Small  Isn't  Beautiful 


mont,  N.Y.,  just  north  of  New  York  City, 
prefers  a  minimum  six-figure  investment, 
beyond  many  people's  reach.  The  outfit 
has  done  pretty  well.  Since  its  1982 
founding  Santa  Monica  Partners  (named 
after  the  suburban  street  he  lived  on  at 
the  time)  has  taken  positions  in  more 
than  a  thousand  companies.  It  claims  a 
yearly  16%  return  to  investors  over  the 
past  24  years.  The  return  is  after  paying  a 
stiff  3%  annual  management  fee  and  after 
Goldstein  has  pocketed  a  fifth  of  the  prof- 
its. The  firm  manages  $160  million,  up 
from  $18  million  when  FORBES  visited 
Goldstein  in  1987. 

Goldstein  pushes  management  to,  in 
finance-speak,  unlock  the  value  of  the 
assets.  That  doesn't  always  involve  a  fight. 


The  market  isn't  enamored  of  these  small-cap  stocks,  but  Goldstein  thinks  they  contain  assets  that 
aren't  fully  appreciated.  Sometimes  even  by  incumbent  management. 

COMPANY 

PRICE 

52-WEEK 
RECENT  HIGH 

P/E        CROWN  JEWEL 

BALCHEM 

$20.52  $24.30 

22        Drug  and  food  coatings 

BILOXI  MARSH  LANDS 

33.13  50.00 

8        Land  has  oil  and  gas 

FRMO 

3.70  8.00 

49       Investment  advice  to  funds 

HMG/COURTLAND  PROPERTIES 

9.90  12.40 

NM       Developable  Florida  land 

NORTH  PITTSBURGH  SYSTEMS 

24.46  28.35 

1 1        Cell  phone  operations 

WARWICK  VALLEY  TELEPHONE 

19.71  25.00 

25        Cell  phone  operations 

Prices  as  of  Sept.  5.  NM:  Not  meaningful.  Source:  Reuters  Fundamentals  via  FactSet  Research  Systems. 

leaps  to  his  feet  and  shouts:  "When  you're 
unhappy  with  a  business,  you  sell  out. 
And  that's  exactly  what  you  should  do,  Mr. 
Goldstein."  Klein's  outburst  draws  furious 
applause  from  other  stockholders.  They 
happily  vote  down  both  Goldstein's  plan 
and  his  board  candidates. 

Even  without  such  stiff  resistance  to 
change,  Goldstein  is  playing  a  high-risk 
game  by  investing  in  tiny  companies  with 
thin  market  floats,  some  trading  on  the 
Pink  Sheets.  This  means  gaping  bid-ask 
spreads  that  would  kill  in-and-out  traders. 
The  trick,  he  says,  is  to  find  the  gem-laden 
Warwicks  and  hang  on  to  them  in  hopes 
they  can  be  turned  around.  "We  will  never 
vote  with  our  feet,"  he  vows.  If  you  want  to 
follow  his  lead,  check  out  the  list  of  his 
holdings  (see  table,  above). 

Goldstein's  firm,  housed  in  Larch- 


He  is  very  happy  with  HMG/Courtland 
Properties,  which  owns  properties  on  an 
island  off  tony  Coconut  Grove,  Fla.:  a 
resort,  hotel,  spa  and  marina.  HMG,  a  cor- 
poration that  qualifies  as  a  real  estate 
investment  trust,  eschews  customarily 
high  REIT  dividends  in  favor  of  develop- 
ing new  properties  on  little-noticed 
vacant  land  it  has  bought.  HMG's  market 
price  is  $10  per  share;  Goldstein's  partner 
Eudowe  estimates  that  the  breakup  value 
is  at  least  $35. 

Another  promising  dwarf  involving 
no  drama:  Biloxi  Marsh  Lands,  owner  of 
90,000  swampy  acres  in  Louisiana,  which 
leases  out  land  to  oil  and  gas  drillers.  The 
company  saw  its  business  suffer  in  the 
aftermath  of  Hurricane  Katrina.  Yet  Gold- 
stein is  sure  that  everything  is  looking  up 
in  a  supposedly  calmer  hurricane  season 


this  year.  Besides,  Biloxi  has  lots  of  cash 
and  no  debt  on  the  balance  sheet. 

On  the  contested  investments,  such  as 
Warwick,  how  can  Goldstein  win  with  in- 
your-face  tactics  guaranteed  to  alienate 
other  shareholders  and  management?  "As 
long  as  I  have  shareholders  like  Klein,  and 
most  of  them  are,  I  have  nothing  to  fear 
from  Goldstein,"  says  Warwick's  chief 
executive,  Herbert  Gareiss  Jr. 

Goldstein's  strategy:  Sheer  persistence 
usually  works.  In  the  late  1980s  he 
mounted  proxy  fights  against  a  maker  of 
baby  items  (baby  bottles,  plastic  toys) 
called  the  First  Years.  Earnings  were 
declining  because  the  company  had  too 
few  products  and  too  big  a  payroll,  he 
contended.  The  Sidman  family,  with  52% 
of  the  stock,  easily  blocked 
his  plans. 

Still,  after  a  while  the 
family  had  to  concede  he 
was  right.  It  reduced 
salaries,  instituted  an 
incentive  compensation 
plan  and  increased  the 
product  roster.  Earnings 
picked  up,  and  the  com- 
pany was  acquired  two 
years  ago. 

Lately  he  is  brawling 
with  the  management  of 
another  small  telecom  that 
boasts  a  valuable  cellular 
arm,  North  Pittsburgh  Sys 
terns.  Goldstein,  along  with  celebrated 
ally  Bulldog  Investors  (which  led  the  sue 
cessful  court  challenge  to  federal  regula 
tion  of  hedge  funds),  is  pressing  the  com 
pany  to  put  itself  on  the  block.  While 
earnings  are  up  at  North  Pittsburgh, 
investment  income  from  wireless  opera 
tions  and  cash  provide  the  oomph.  Selling 
now  makes  sense,  because  traditional 
telecoms,  under  siege  from  wireless,  cable 
and- others,  won't  fetch  as  much  later, 
Goldstein  reasons. 

One  of  Goldstein's  investments  is  a 
little  closer  to  home:  FRMO,  a  consultant 
to  hedge  funds  like  Kinetics  Advisors, 
which  manages  $2  billion.  "The  stock  is 
now  selling  at  $3.75  a  share,  but  some 
day  I'll  bet  it  is  worth  triple  digits  per 
share,"  says  Goldstein,  ever  alert  for 
small  things  that  can  grow. 
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CYBERINVESTORS 

MyStocks 

A  new  generation  of  investment  Web  sites  has  succeeded 
the  skanky  chat  rooms  of  the  1990s.  You  may  find  some 
good  ideas  there  By  Matthew  Schifrin  and  John  Dobosz 


A GOLDEN  GLOW  HITS  THE 
white  sand  beach  just  before 
sunset  on  a  May  evening.  In 
a  ballroom  inside  the  Lido 
Beach  Resort  in  Sarasota, 
Fla.,  180  investors  from  around  the  coun- 
try get  ready  to  spend  three  days  face-to- 
face  with  people  they  interact  with  all  year 
online.  Their  motto:  "Let's  have  some  fun 
and  make  some  money  together." 

This  is  the  fourth  annual  InvestFest,  an 
in-person  gathering  of  members  from 
online  investing  community  ValueFo- 
rum.com,  and  these  folks  are  hardly  the 
Beardstown  Ladies.  Passing  around  a 
crackling  wireless  microphone,  the  invest- 
ing aficionados  boast  of  success  in  energy 


and  precious  metals  and  count  their  divi- 
dends from  mortgage  real  estate  invest- 
ment trusts  and  Canadian  royalty  trusts. 
Eighteen  of  the  group  report  being  up  40% 
or  more  for  2006  s  first  four  months,  better 
than  the  Dow,  S&P  500  and  Nasdaq. 

Some  of  the  more  colorful  members  re- 
mind you  more  of  Jimmy  Buffett  than  War- 
ren Buffett.  "I've  got  tin  foil  inside  my  hat  so 
y'all  don't  read  my  mind,"  jokes  retired  Delta 
Air  Lines  pilot  and  Longboat  Key  resident 
Robert  Craft,  63,  a  ValueForum  member  for 
the  past  three  years.  Because  of  the  ideas  and 
research  he  gets  at  ValueForum,  the  sun- 
tanned Craft  says  he  made  up — and  then 
some — for  the  loss  of  his  pension,  resulting 
from  the  airline's  bankruptcy  filing.  Fellow  site 
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dweller  Larry  C.  Tassinari  talks  of  a  fortune 
he's  amassed  in  gold  and  coal. 

While  performance  boasts  have  to  be 
taken  with  a  grain  of  skepticism,  there's 
little  doubt  that  the  ValueForum  site  can 
be  a  valuable  tool  for  trading  investing 
information.  The  site  and  others  like  it 
(see  table,  p.  89)  are  electronic  versions  of 
investment  clubs,  where  members  swap 
tips  and  analysis. 

The  genesis  of  these  groups  is  a  little 
funky.  They  first  emerged  in  the  late  1990s 
as  chat  rooms  that  were  free-for-alls  for 
CNBC-addicted  day  traders  chasing  the 
latest  sizzling  tech  stock.  Also  prowling 
the  chat  rooms  then  were  disreputable 
promoters  out  to  pump  up  their  newest 
positions.  Today's  incarnations 
are  presumably  more  responsible 
because  the  Web  sites  vet  the 
members,  who  may  use  made-up 
screen  names  but  are  known  to 
site  managers.  The  sites  also  track 
what  the  investors  recommend 
with  an  eye  out  for  thwarting  an> 
skulduggery. 

ValueForum  is  the  brainchilc 
of  two  young  Long  Island  entrepre 
neurs,  Adam  Menzel  and  Ben 
jamin  Nobel.  In  1998  a  friend  o 
their  parents  asked  them  to  create 
a  Web  platform  to  help  him  fine 
and  communicate  with  other  in 
vestors  looking  to  profit  from  tb 
wave  of  mutually  owned  thrift 
converting  into  public  companies 
Eventually  Menzel  and  Nobe 
started  ValueForum.com  as 


The  Internet  investors  (clockwise 
from  top  left)'-  Marketocracy  Chid 
Ken  Kam;  ValueForum  founders 
Adam  Menzel  and  Benjamin  Nobel 
site  members  Bob  Craft,  Kai 
Petainen,  Larry  Tassinari. 


broader-based  alternative  for  individual 
investors  interested  in  value  and  yield- 
oriented  stocks.  "Collaboration  leads  to 
better  investing,"  says  Menzel,  27. 

On  the  Web  site,  which  charges  $220 
a  year,  investors  rate  one  another's  mes- 
sage board  posts  and  discuss  specific 
investment  topics.  They  also  post  their 
own  stock  analysis,  spreadsheets  and  port- 
folios. Members  can  poll  the  rest  of  the 
community  on  any  topic,  from  Intel's 
price  trend  to  Ben  S.  Bernanke's  latest  pro- 
nouncement. To  reduce  the  risk  of  touting 
by  pump-and-dumpers,  a  member  is  lim- 
ited to  one  user  name,  and  all  posts  are 
rated  by  the  community. 

Each  quarter  the  site  holds  a  stock 
picking  contest,  where  participants  post 
three  positions.  At  quarter's  end  the  best 
performer  gets  a  $250  gift  certificate  to 


mutual  fund,  which  bases  stock  selections 
on  the  best-performing  member  portfo- 
lios among  100,000  that  it  tracks.  The  site, 
run  by  money  manager  Ken  W.  Kam, 
invites  users  to  create  $1  million  virtual 
mutual  fund  portfolios  and  compete  to 
have  their  stock  picks  included  in  the  real- 
life  Marketocracy  Masters  100  Fund.  If 
you  are  among  the  leading  100  long-term 
performers  on  the  site,  you  will  get  paid 
quarterly,  based  on  the  $42  million  fund's 
management  fees.  That  works  out  to 
between  $300  and  $750  per  quarter. 

Since  its  November  2001  launch  the 
Marketocracy  Master's  100  Fund  has 
clocked  a  9.7%  annualized  return,  breez- 
ing past  the  S&P  500's  5.2%.  The  fund's 
returns  were  powered  by  the  likes  of  drug- 
maker  Elan  and  oil  refiner  Valero  Energy. 
All  those  new  ideas  spark  a  156% 


  & 

with  220  members.  Sponsored  by  a  New 
York  hedge  fund,  Gotham  Capital,  this 
free  site  requires  prospective  members  to 
apply  by  submitting  well -researched  ideas. 
Once  in,  you  must  contribute  no  less  than 
2  and  no  more  than  6  well-researched 
stock  ideas  per  year,  plus  you  must  rate  a 
minimum  of  20  ideas  from  other  mem- 
bers. Gotham  is  free  to  use  the  ideas  but 
pays  a  $5,000  weekly  prize  for  what  it 
judges  to  be  the  best  one.  If,  as  it  suspects, 
the  membership  roster  is  dominated  by 
investment  pros,  Gotham  is  buying  some 
brainpower  pretty  cheaply. 

Fortunately,  even  those  who  aren't  ex- 
perienced enough  to  submit  sophisticated 
value-stock  analysis  can  benefit  from  the  site. 
By  merely  registering  with  an  e-mail  address, 
you  can  read  45-day-old  content  for  free.  And 
the  hundreds  of  postings  aren't  always  stale. 


Peer-to-Peer  Stock  Picking 


This  quintet  of  investor  Web  sites  fosters  collaborative  stock  selection  and  analysis  for  amateurs.  Members  are  tracked  and  rated 
by  the  sites  and  sometimes  by  each  other.  That's  an  improvement  on  the  1990s  chat  rooms.  Here,  no  touters  need  apply. 


STOCK  PICKING  COMMUNITY 

URL 

FOCUS 

COST 

CLEARSTATION 

clearstation.com 

200,000 

Technical  analysis 

free 

I  MARKETOCRACY 

marketocracy.com 

64,000 

Best  performers  earn  asset  management  fees 

free  or  $1 80/yr1 

|  SOCIALPICKS 

socialpicks.com 

1,500 

Social  networking  for  stock  pickers 

free 

VALUEFORUM 

valueforum.com 

1,400 

Energy,  commodities,  Canadian  trusts,  REITs 

$220/yr 

1  VALUE  INVESTORS  CLUB 

valueinvestorsclub.com 

220 

Value  investing,  fundamental  analysis 

free2 

Paid  premium  membership  allows  access  to  leading  performer  picks.  Application  must  be  approved  to  join.  Source:  Companies. 


Amazon.com.  The  current  quarterly 
leader,  Jeremy  (Wheelie)  Guard  from 
West  Vancouver,  B.C.,  is  up  18%  since  July 
1  on  his  three  positions,  the  most  prof- 
itable of  which  is  a  short  of  mortgage 
banker  Accredited  Home  Lenders.  The 
site's  year-to-date  winner,  a  poster  named 
"Alanthill,"  is  ahead  78%,  thanks  mostly  to 
mining  stocks  HudBay  Minerals  and 
Yamana  Gold. 

Today  there  are  1,400  ValueForum 
members,  1,000  of  them  visiting  the  site 
on  a  typical  day,  making  ValueForum  one 
of  the  stickiest  communities  on  the  Web. 
By  their  own  accounts,  this  gang  is  rife 
with  genius.  Founder  Menzel  says  that  not 
quite  three-quarters  of  his  members  boast 
returns  in  excess  of  25%  for  2005. 

Another  thriving  stock  picking  com- 
munity is  Marketocracy.com,  which  has 
gone  as  far  as  to  create  a  real-life  no-load 


turnover,  which  drives  up  the  fund's  trans- 
action costs  (trading  commissions  plus 
bid-ask  spreads).  Overhead  and  manage- 
ment fees  are  a  bit  steep,  too:  Expenses 
run  to  1 .95%  of  assets  yearly. 

Marketocracy  members  can  join  the 
site  for  free,  although  they  can  pay  an 
extra  $180  per  year  to  receive  alerts  on 
what  the  top-ranked  members  are  picking 
and  a  monthly  newsletter  of  market 
commentary. 

One  of  its  best  stock  pickers  is  Kai 
Petainen,  31,  who  runs  the  computer  room 
at  the  University  of  Michigan's  business 
school.  Petainen's  main  portfolio  (he  runs 
several  on  the  site)  holds  50  stocks  and  has 
gained  36%  annually  since  its  2003  start. 
His  strategy  is  a  distillation  of  the  academic 
wisdom  he  hears  on  campus. 

The  most  exclusive  online  stock  pick- 
ing community  is  Value  Investors  Club, 


One  from  late  November  2005  provides  a 
bullish  analysis  of  mortgage  REIT  Sunset 
Financial  Resources.  The  report  says  the 
stock,  then  at  $7.63,  was  selling  below  the 
liquidation  value  of  $9.50  to  $10.  Today  Sun- 
set shares  are  at  $8.60. 

For  investors  looking  for  a  site  devoted 
to  technical  analysis,  E-Trade  runs 
ClearStation.com.  Replete  with  chartist 
argot  like  "resistance  levels"  and  "oscilla- 
tors," ClearStation  amalgamates  members' 
analyses  to  create  two  lists:  bullish  (exam- 
ples: EuroZinc  Mining  and  Zoltek)  and 
bearish  (Hansen  Natural  and  PharmaNet 
Development  Group). 

The  newest  entrant  in  the  field  is 
SocialPicks.com,  which  is  a  MySpace  for 
investors.  You  have  your  own  home  page 
and  can  post  pictures,  while  also  giving 
stock  picks.  It's  unclear  whether  the  ulti- 
mate payoff  will  be  social  or  financial.  F 
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Mr. 


Neal 
Wolkoff  is 
trying  to 
make  the 
American 

Stock 

TAG-IT  PACIFIC  IS  A  HOT  EXCliailCJO 

little  company  to  invest  in.  S3.I6  IOF 

Putaside  that  the  Woodland  inyeStOlTS 
Hills,  Calu.  distributor  or  a 
zippers  lost  $15.5  million  on  aCfUlIl- 
sales  of  $43.5  million  in  the 
12  months  ending  June  30. 
If  youd  bought  $10,000 
worth  of  its  shares  at  the 
beginning  of  the  year,  youd 
have  $26,000  in  your  pocket 
right  now.  You  could  have 
done  well  by  Glob  fx  Corp., 
too.  Shares  of  the  New  York 
City    Internet  services 

provider  have  quadrupled  since  Jan.  3 — after  losing  half 
their  value  in  late  2005.  Such  are  the  gut-clutching  swings 
of  shares  on  the  American  Stock  Exchange,  which,  year-to- 
date,  has  outperformed  Nasdaq  and  the  New  York  Stock 

Exchange. 


Elizabeth 
MacDonald 
and  Michael 
Maiello 


There  are  also  plenty  of  losers  on  the  Amex:  45%  of  its 
listed  companies  have  dropped  in  market  value  this  year. 
Outfits  like  GlobeTel  Communications  Corp.,  which 
recently  traded  at  59  cents  a  share  after  scratching  $3.96  last 
December.  The  Pembroke  Pines,  Fla.  company  purports  to 
have  a  state-of-the-art  voice  telecom  network.  But  its  com- 
munications "Stratellites"  turn  out  to  be  high -altitude,  solar- 
powered,  helium-filled  blimps.  The  Amex  recently  threat- 
ened to  delist  the  company  for  overhyping  press  releases, 
"filing  incomplete,  misleading  and/or  inaccurate"  financial 
statements  and  "providing  materially  false  and  misleading 
information"  to  the  exchanges  compliance  cops.  Yet  Globe- 
Tel,  which  has  broken  into  the  black  but  once  in  the  last 
decade,  still  trades  on  the  Amex. 

So  does  Imergent,  which  claims  to  help  small  businesses 
set  up  Web  sites.  This  Orem,  Utah  company  junk- mails  thou- 
sands of  free  invitations  to  all-day  seminars  at  hotels  across  the 
country,  promising  Internet  riches  in  the  course  of  peddling 
do-it-yourself  e-commerce  software  from  $2,500  to  $5,400.  Don- 
ald L.  Danks,  Imergents  chief,  insists  that  he's  not  targeting  lower- 
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income  customers,  though  40%  of  them  pay  on  the  installment  plan— 
5%  down  and  18%  annual  interest.  There  have  been  scores  of  client 
complaints  about  the  company  (visit  ripoffreport.com)  as  well  as  its 
sketchy  customer  support.  There  has  also  been  a  fistful  of  investi- 
gations by  Australia,  California,  Texas,  Indiana,  Washington  and  Utah 
into  whether  Imergent  engages  in  deceptive  or  problematic  business 
practices,  and  the  company  has  paid  out  millions  of  dollars  to  set- 
tle many  of  these  cases.  The  Securities  &  Exchange  Commission  is 
looking  into  Imergents  disclosures. 

Then  there's  Tri- Valley  Corp.  of  Bakersfield,  Calif.,  which  calls 
itself  an  oil  and  gas  exploration  and  production  company  but  has 


"We're  not  limited  by 
the  prejudice  JEBJSESSli 


not  drilled  a  producing  well  since  1997.  "We  think  from  all  our  sci- 
entific stuff  there's  50  million  barrels  recoverable"  in  one  of  its 
southern  California  fields,  says  F.  Lynn  Blystone,  chief  executive. 
Tri -Valley's  Web  site  touts  a  report  that  is  glowing  but  rather  dated 
(the  author  died  in  2004)  about  a  project  that,  by  the  company's 
admission,  has  produced  a  lot  of  dry  holes.  Tri-Valley  has  lost 
money  in  38  of  the  last  44  years.  American  Oil  &  Gas  of  Denver 
sounds  slightly  more  promising.  It  says  it  has  554,702  barrels  of 
proved  reserves,  which  prop  up  a  market  capitalization  of  $212 
million  and  accord  this  firm  a  trailing  P/E  of  64.  Like  a  lot  of  Amex 
stocks,  American  O&G  merged  into  a 
shell — in  this  case  with  a  Bangkok  com- 
pany known  as  Drgoodteeth.com. 

What  is  it  with  the  Amex?  For  a  164- 
year-old  institution  that  should  be  a 
mighty  oak  of  capitalism  it  has  an  unde- 
niably seedy  appearance.  Since  an 
options-trading  scandal  brought  investi- 
gations from  the  Justice  Department  and 
the  SEC,  the  Amex  has  shrunk  to  427 
domestic  companies,  9%  of  all  listed  U.S. 
stocks.  Its  $565  billion  in  total  market 
cap  disappears  in  the  shadows  of  the 
NYSE  ($22.6  trillion)  and  the  Nasdaq 
($3.8  trillion).  An  average  day's  worth  of 
trading  on  the  Amex— 90  million 
shares — can  be  handled  in  half  an  hour 
at  its  bigger  and  more  technically  savvy 
rivals.  It  costs  only  $2 1 1 ,000  to  buy  a  seat 
on  the  exchange,  a  65%  plunge  since 
2001  It  has  even  managed  to  lose  some 
innovative  business  it  spawned.  In  1993 


Yes,  There's  a  Pulse 

Market  caps  of  the  NYSE  and  Nasdaq  have 
soared  but  barely  budged  at  the  Amex. 


Market 
cap  (Sbil) 


Figures  include  common  stocks  with  readily 
available  prices  Source:  Wilshire  Analytics. 


it  opened  trading  in  exchange-traded  funds,  the  baskets  of  securi- 
ties that  trade  like  stocks.  Its  share  of  that  business,  98%  five  years 
ago,  is  now  down  to  65%.  Once  the  center  of  stock-options  trad- 
ing, the  exchange  now  ranks  fourth  in  volume.  More  business  will 
undoubtedly  be  sucked  away  by  the  $20  billion  merger  of  the  NYSE 
and  Euronext,  and  Nasdaq's  decision  to  open  an  options  exchange 
sometime  next  year. 

Still,  for  investors  who  think  that  newer  and  untested  busi- 
ness ventures  should  have  an  incubator  in  which  to  hatch,  or 
who  just  want  some  lively  action,  the  Amex  has  its  place  on 
Wall  Street.  By  providing  liquidity,  600  floor  traders  and  a  net- 
work of  broker-dealer  firms,  it  offers  life  support  to  many 
enterprises  that  don't  qualify  for  the  Big  Board  and  might  get 
overlooked  on  Nasdaq.  Yet,  of  the 
201  companies  that  left  the  exchange 
since  2004,  89  were  delisted.  Once 
comparatively  large  and  even  presti- 
gious, the  Amex,  says  Lynn  Turner, 
a  former  chief  accountant  for  the 
SEC,  has  become  the  new  "version  of 
the  Vancouver  Stock  Exchange," 
Canada's  now  defunct  magnet  for 
scandal  and  fraud. 

Neal  Wolkoff  takes  a  different  view. 
"We're  not  limited  by  the  prejudice  against  small  entrepreneurs  and 
capitalist  dreamers,"  he  retorts.  Then,  again,  he  has  to  say  such  things. 
Wolkoff,  51,  is  Amex's  chairman  and  chief  executive.  He  is  charged 
with  rescuing  it  from  scandal  and  financial  misery,  and  making  it  safe 
again  for  investors  so  that,  maybe,  he  can  take  it  public  next  year. 

It's  a  nearly  impossible  task.  Chase  away  the  companies  with 
flaky  balance  sheets  and  there  might  not  be  enough  left  to  sus- 
tain the  exchange.  Wolkoff,  who  has  been  on  the  job  18  months, 
aims  to  restore  some  of  the  Amex's  damaged  reputation  by 
improving  oversight  of  his  freewheeling  brokers  and  specialists 
and  buying  technology  to  make  trades 
more  efficient.  Yet  to  keep  the  exchange 
chugging  along,  he  needs  to  find  lots 
more  listings,  and  that  means  not  being 
too  picky  about  listing  qualifications. 
"We  can't  guarantee  the  honesty  of  a 
company  or  that  they  will  succeed,"  says 
Wolkoff.  "But  we  can  forcefully  moni- 
tor them." 

The  Amex  makes  most  of  its  mone> 
by  charging  fees  for  executing  trades  (ar 
average  30  cents  per  100  shares),  selling 
market  data  to  traders  and  listing  stocks, 
(initial  fees:  $40,000-$65,000).  "Listings  are 
the  lifeblood,"  Wolkoff  admits.  So,  ir 
order  to  pump  more  of  these  red  corpus 
cles  into  the  system,  he  is  planning  tc 
launch  a  new  exchange  later  this  year.  The 
American  Platform,  or  TAP,  is  going  to  b» 
a  kind  of  farm  system  for  microcau 
stocks.  At  some  point,  Wolkoff  thinks,  the} 
can  step  up  to  the  Amex,  where  listing  re 
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Inbox                   4  messages  (1  new) 
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Wherever  you  are, 

TELCEL  MOBILE  OFFICE 

Do  your  office  work  from  wherever  you  want. 

•  Internet  Access 

•  Send  and  Receive  E-Mails 

•  Create  and  Manage  your  presentations 

•  Watch  TV  contents 

•  Instant  communication  with  Telcel  Direct 

•  Keep  in  touch  with  over  1 80  countries 

Equipment  features  may  change!  Equipment  cost  may  vary  depending  on  subscriber  individual  plan. 
Applicabletosubscriberplans.Detaifsatwww.telcel.com 
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quirements  are  still  rather  lenient:  There  a  company  needs  no  an- 
nual pretax  income,  just  a  $50  million  market  cap  and  $4  million 
in  shareholders'  equity.  "I'm  not  holding  out  TAP  stocks  as  the  creme 
de  la  creme,  because  they're  not,"  says  Wolkoff.  "That  doesn't  mean 
people  should  not  be  allowed  to  buy  them." 

Haunting  TAP  is  a  similar  Amex  venture,  the  Emerging  Com- 
pany Marketplace,  shuttered 
in  1995  after  Congress  com- 
plained about  the  quality  of 
its  member  companies.  In 
one  case  the  SEC  temporarily 
suspended  trading  in  Digi- 
tran,  the  first  ECM  company 
to  graduate  to  the  Amex, 
because  of  an  investigation 
into  its  accounting;  the 
agency  later  found  that  the 
Logan,  Utah  maker  of  com- 
puter simulators  had  over- 
stated revenue  by  46%  in 
1992  and  93%  in  1993. 

Wolkoff,  who  has  a  law 
degree  from  Boston  Univer- 
sity, is  Wall  Street's  Mr.  Clean. 
As  a  market  cop  at  the  Com- 
modities Futures  Trading  Commission,  he  helped  police  telemar- 
keting frauds  and  worked  on  a  case  against  commodities  trader 
Nelson  Ghun  &  Associates,  accused  of  churning  customer 
accounts;  four  partners  went  to  jail.  He  spent  a  number  of  years  at 
the  New  York  Mercantile  Exchange,  eventually  heading  its  compli- 
ance division  and  becoming  chief  operating  officer.  He  cracked 


down  on  front-running  (using  one's  knowledge  to  trade  for  one's 
own  account,  ahead  of  a  client's)  and  marking  the  tape  (trading 
late  in  the  day  to  inflate  a  stock  price). 

Just  the  kind  of  fix-it  guy  the  Amex  needed.  In  2004  the 
exchange  was  still  reeling  from  an  antitrust  case  brought  by  the 
Justice  Department  four  years  earlier.  The  feds  had  charged  the 
Amex,  along  with  the  Philadelphia  Stock  Exchange,  the  Pacific 
Exchange  and  the  Chicago  Board  Options  Exchange,  with  collud- 
ing throughout  most  of  the 
1990s.  Their  offense:  agree- 
ing not  to  list  equity  options 
on  more  than  one  exchange. 
The  result  was  a  market  with 
monopolistically  wide  bid- 
ask  spreads.  The  feds  also 
accused  them  of  "threatening 
and  harassing  exchanges  and 
marketmakers  who  desired 
to  multilist  option  classes." 
All  four  exchanges  settled. 

It  didn't  end  there. 
Investors  sued  17  Amex 
options  specialists,  including 
Spear,  Leeds  &  Kellogg  (now 
part  of  Goldman  Sachs)  and 
Susquehanna  Investment 
Group,  alleging  they  con- 
spired to  fix  spreads,  costing  investors  $150  million  a  year.  That  suit 
is  ongoing.  And  in  2003  the  SEC  launched  an  investigation  into 
Amex,  focusing  on  possible  violations  of  the  2000  agreement.  A 
year  later  it  issued  Wells  notices  to  Amex  Chief  Salvatore  Soldano 
and  three  other  executives.  That  investigation  continues. 

Desperate  for  new  business,  the  Amex  had  lowered  its  listing 


That 
doesn't  mean 
people  should  not 
be  allowed 

to  buy  them." 


The  Best  and  the  Worst 

It's  easy  to  win  big — and  lose  big — on  the  Amex,  all  for  the  price  of  a  sale-bin  CD  or  the  change  under  your  couch  cushions. 


PRICE 

MARKET 

NET 

1-YEAR 

VALUE 

SALES 

INCOME 

COMPANY/BUSINESS 

RECENT 

CHANGE 

(SMIL) 

(SMIL) 

(SMIL) 

■  BEST  PERFORMERS  v 

INTEGRATED  BIOPHARMA/nutritional  supplements 

$7.95 

397% 

$102 

$52.1 

$-2.5 

CUMBERLAND  RESOURCES/mineral  exploration 

5.87 

313 

331 

1.6 

-11.0 

PROVENA  FOODS/food  processing 

2.80 

286 

10 

59.5 

-0.1 

|  SEABRIDGE  GOLD/mineral  exploration 

14.05 

270 

475 

0.0 

-0.9 

MIRAMAR  MINING/mineral  exploration 

4.43 

257 

842 

0.4 

-8.6 

E  WORST  PERFORMERS  1 

ELINEAR/iT  consulting 

0.05 

-94 

1 

30.4 

-6.9 

SLS  iNTERNATIONAL/loudspeakers 

0.21 

-90 

10 

6.0 

-13.6 

EAGLE  BROADBAND/telecom  equipment 

0.69 

-88 

:  7 

5.8 

^18.5 

SEMOTUS  SOLUTIONS/software 

0.05 

-83 

2 

2.4 

-1.5 

HYPERSPACE  COMMUNICATIONS/software 

1.30 

-82 

16 

253.9 

-23.3 

t;  of  Sept.  8.  Source:  Reuters  Fundamentals  via  FactSet  Research  Systems. 
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housands  of  narrow  streets  in  cities  and  villages  all  over 
lentral  America,  you'll  find  tiendas  ...  tiny  stores  selling  groceries 
nd  essentials.  Food  companies  face  a  unique  challenge  delivering 
jfrigerated  foods  to  these  out-of-the-way  places.  So  Cargill's  supply 
hain  specialists  fit  a  solution  to  the  need.  Sales  representatives 
avel  on  maneuverable  motorcycles  equipped  with  iceboxes  and 
andheld  computers ...  delivering  the  products  tiendas  need,  when 
iey  need  them.  Proving  that  a  delivery  system  doesn't  have  to  be 
ig  to  be  efficient.  This  is  how  Cargill  works  with  customers. 
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I  The  American  Stock  Exchange 

standards  to  admit  scads  of 
dubious  companies.  At  one 
point,  says  Claudia  Crowley, 
the  exchange's  current  chief 
regulatory  officer,  "25%  of  the 
stocks  listed  were  exceptions 
to  our  guidelines."  Despite 
threats  to  delist  marginal 
companies,  the  Amex  contin- 
ued to  let  them  trade  for  as 
long  as  two  years. 

In  late  2004  Wolkoff 
crawled  aboard  as  a  trouble- 
shooter,  lured  by  Amex  seat 
owners  who  had  seen  him  in 
action  at  the  Nymex.  He  came 
up  with  a  plan  to  lop  off  some 
heads — forcing  out  15  higher- 
level  executives — and  get  the 
SEC  off  everyone's  back.  He 
was  soon  summoned  to 
Washington.  "The  SEC  wasn't 
happy  with  the  fact  that  there  was  no  policing  whatsoever  at  the 
Amex  and  that  the  exchange  was  not  concerned  about  investor 
interests,"  Wolkoff  recalls.  "The  message  was,  clearly,  you  have 
both  a  short  leash  and  a  short  time  frame  to  show  us  that  you're  on 
a  path  to  improve  this  place."  He  still  talks  to  the  agency  almost 
daily.  "It's  like  a  prostate  exam,"  he  kids.  Wolkoff  took  over  as  chief 
executive  in  April  2005. 

There  is  certainly  more  oversight,  thanks  to  doubling  the 
annual  regulatory  budget  to  $36  million.  In  internal  newsletters, 
Wolkoff  exhorts  everyone  to  continue  working  as  if  the  "house  is 
on  fire."  No  more  casual  clothing,  either:  Cargo  pants  and  clip-on 
ties  not  "connected  to  both  sides  of  the  collar"  are  verboten. 
Wolkoff  has  also  spent  "millions  of  dollars"  to  push  the  Amex 
closer  to  the  technically  sophisticated  Nasdaq  and  Big  Board.  The 
prior  regime,  he  says,  had  "blown  tens  of  millions  on  a  Rube  Gold- 
berg patchwork  of  processors,  servers  and  applications"  that 
delayed  trade  executions. 

The  Amex  All-Stars 

Successful  companies  often  move  on  to  bigger  exchanges. 
Here  are  some  solid  companies  that  have  remained  loyal. 


COMPANY 

MARKET 
VALUE 
(SBIL) 

PIE 

%  BRITISH  AMERICAN  TOBACCO 

$58.3 

16 

IMPERIAL  OIL 

36.3 

13 

1  ULTRA  PETROLEUM 

8.1 

32 

U.S.  CELLULAR 

5.2 

39 

1  TELEPHONE  &  DATA  SYSTEMS 

4.9 

22 

Source:  Reuters  fundamentals  via  fat 

tSet  Research  Systems. 

Slowly,  things  seem  to  be  turning  upward.  Amex  officials  say 
the  exchange  posted  an  undisclosed  profit  in  the  first  half  of 
2006 — the  first  money  it  made  in  five  years. 
Revenue,  too,  is  rising:  $127  million  pulled 
in  through  June  30,  versus  $216  million  in 
all  of  last  year.  Wolkoff  works  1 1-hour  days 
and  has  traveled  55,000  miles  this  year  to 
drum  up  new  business.  He  frequently  hosts 
dinners  with  the  chief  executives  of  com- 
panies he  is  courting  and  regularly  attacks 
Sarbanes-Oxley  rules  in  newspaper  edito- 
rials and  testimony  before  Congress  and  the 
SEC.  A  new  full-time  staffer  tries  to  enlist 
traders  from  both  the  buy  and  sell  sides  to 
send  order  flow  to  the  Amex.  Last  year  95 
companies  signed  up,  compared  with  90  in 
2004.  But  the  Amex  is  fast  becoming  a  sec- 
ond home  for  pink-sheet  stocks.  "I  don't 
know  if  anyone  at  the  OTC  is  paying  any 
attention  that  we're  moving  to  take  away  its 
listings,"  Wolkoff  jokes. 

That  includes  "special  purpose  acquisition 
companies" — shells  with  no  operating  history 
and  no  revenue,  just  the  intent  to  buy  another 
enterprise.  While  SPACs 
have  been  shunned  by 
the  NYSE  and  Nasdac 
and  targeted  by  state 
regulators,  the  Amex  has 
welcomed  them,  listing 
13  so  far  this  year,  up 
from  6  in  2005.  "We  fee 
that  our  listing  standard 
right  now  don't  give  u 
the  authority  not  to  lis 
them,"  says  the  Amex 
Crowley.  The  exchang 
does,  at  least,  requfr 
SPACs  to  acquire  some 
thing  within  18  month 
and  to  have  a  majority  of  board  members  who  get  neither  contract 
nor  full-time  salaries  from  the  corporation. 

Akin  to  SPACs  are  small  enterprises  that  gained  public  lif 
through  a  reverse  merger.  Among  them  are  a  couple  of  Chines 
companies,  Bodisen  Biotech  of  Xi'an  and  Tiens  Biotech  Grou 
USA  of  Tianjin,  which  braved  Sarbanes-Oxley.  Both  soun 
impressively  high  tech.  In  fact,  Bodisen  makes  fertilizer  and  pef 
ticides  the  old-fashioned  way,  and  Tiens  sells  nutritional  supple 
ments.  Then  there's  China  Natural  Gas,  which  currently  trade 
on  the  OTC  Bulletin  Boards  and  aspires  to  an  Amex  listing.  Th 
is  no  Cnooc,  though.  China  Natural  Gas  runs  nine  filling  statior 
that  service  taxis  and  buses  in  Xi'an.  Over  the  last  52  weeks  i 
shares  have  bounced  around  from  $5.68  to  53  cents. 

The  Amex  is  still  very  much  a  casino.  "If  you  invest  i 
these  companies,"  Wolkoff  says,  "you're  taking  a  risk."  Fa 
warning. 


you're 
taking 
a  risk." 
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this  doctor  is  examimnc}  an  sorts. 

Vassar  Brothers  Medical  Center  didn't  want  anything  getting  in  the  way  of  stafi 
looking  after  patients  -  including  walls.  They  turned  to  IBM,  who  teamed  with 
a  Business  Partner  and  leveraged  its  own  systems,  services  and  software 
capabilities  to  develop  a  secure,  mobile  communications  infrastructure.  So 
now  doctors  and  nurses  can  exchange  critical  information,  track  supplies  and 
collaborate  from  anywhere.  Interested  in  innovation  for  efficiency?  Talk 'to  the 
innovators'  innovator.  Call  on  IBM.  To  learn  more,  visit  ibm.com/special 

what  makes  you  special? 


Pleasure  at  the  Pump  


Really,  Really 

Cheap 

Gasoline  for  $2?  Michael  Lynch 
says  those  good  old  days  are 
just  around  the  corner. 

By  Christopher  Helman 


DON'T  SELL  THAT  SUV  JUST 
yet.  Oil,  at  a  recent  $66.50  a 
barrel,  will  fall  to  $45  by 
mid-2007  and  could  dip 
briefly  into  the  20s  in  2008. 
Sometime  next  year  you  are  going  to  see 
a  $1.95  price  on  a  gas  pump. 

So  says  Michael  C.  Lynch,  51,  president 
of  Strategic  Energy  &  Economic  Research 
in  Amherst,  Mass.  He  swears  he  hasn't  been 
inhaling  fumes.  His  reasoning:  New  supply, 
coming  online  from  all  corners  of  the 
world,  is  more  than  ample  to  satisfy  growth 
in  demand  and  sufficient  even  to  withstand 
an  embargo  against  Iran,  which  produces 
3.75  million  barrels  of  oil  a  day.  Lynch 
argues  that  the  threat  of  disruptions — 
nuclear  brinkmanship,  war,  terrorism,  hur- 
ricanes, pipeline  corrosion — has  larded  oil 
prices  with  a  $20-a-barrel  risk  premium.  As 
these  perils  recede,  oil  prices  will  fall. 

A  refreshing  but  distinctly  minority 
view.  Over  the  last  two  years,  as  prices  have 
soared,  proponents  of  the  Peak  Oil  the- 
ory— which  argues  that  we  will  soon  pass 
the  point  of  being  able  to  replace  reserves 
as  fast  as  they  are  consumed — have  resur- 
faced in  force.  Of  course,  folks  have  been 
predicting  the  end  for  50  years.  In  fact, 
there's  still  plenty  of  fuel  to  be  sucked  out. 
Consider  that  over  the  past  100  years  the 
U.S.  has  drilled  3.5  million  wells  into  most 
of  its  oil  basins  yet  still  produces  5  million 
barrels  a  day.  In  the  Middle  East  only 


50,000  wells  have  been  drilled  into  far  more 
prolific  basins,  yielding  15  million  bpd. 
While  the  world  has  consumed  maybe  1 
trillion  barrels  of  oil  in  the  last  century, 
there  are  at  least  1  trillion  barrels  waiting  to 
be  exploited,  reports  the  U.S.  Geological 
Survey.  Add  to  that  an  estimated  1  trillion 
barrels  of  oil  sands  resources  and  another 
2.8  trillion  barrels  of  oil  shale,  and  we  can 
all  afford  to  put  down  our  "End  Is  Nigh" 
placards.  "The  oil  price  spike  was  caused  by 
geopolitical  issues  that  can  be  fixed  or  over- 
come," says  Lynch.  The  real  issue  is  geology. 
Recent  discoveries — and  the  prospect  of 
new  ones — sketch  a  bright  future. 

One  of  the  industry's  most  enduring 
optimists,  Lynch  spent  20  years  working  on 
energy  policy  at  the  Massachusetts  Institute 
of  Technology's  Center  for  International 
Studies,  his  alma  mater.  Four  years  ago  he 
opened  his  own  shop  to  advise  oil  compa- 
nies, governments  and  investment  banks. 
While  a  student  at  MIT  during  the  Cold  War, 
he  studied  national  defense.  He  became  frus- 
trated because  "no  matter  how  much  we 
knew  about  the  Soviets,  we  would  never  be 
able  to  fully  predict  whether  a  madman  might 
launch  a  nuclear  first  strike.  Psychology  is  not 
inherendy  knowable,"  he  says.  "Geology  is." 
His  abiding  faith  in  technology's  ability  to 
wring  oil  from  the  most  tucked-away  places 
have  put  him  on  the  outer  margins  of  con- 
ventional thinking.  He  says,  "I've  been  a  gad- 
fly since  I  started." 


A  gutsy  one,  too.  In  1981,  while  li 
in  Boston,  Lynch  got  into  a  3  a.m.  tangh 
with  two  burglars  in  his  apartment 
Stabbed  in  the  chest,  knocked  unconsciou 
with  a  bottle  of  triple  sec  from  his  liquo 
cabinet,  Lynch  woke  to  find  one  of  the  cul 
prits  still  on  the  scene.  So  he  grabbed 
sword  he  kept  behind  his  bedroom  doo 
and — still  wrapped  in  his  plaid  bathrobe- 
whacked  the  guy.  In  the  hospital,  he  identi 
fied  the  assailant  by  the  tattoos  on  his  arm: 
The  incident  triggered  a  mild  form  of  post 
traumatic  stress  that  he  keeps  in  check  witJ 
low  doses  of  antidepressants.  The  pills,  h 
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"Mow's  the  time  to  go  short 
on  oil":  Michael  C.  Lynch. 


Expensive— But  Not  Overly  So 


The  oil-price  spike  has  been  magnified  by  the  dollar's  decline  against  other 
currencies.  Expressed  in  grams  of  gold,  oil  costs  one-third  of  what  it  did  in  the  1970s. 

iioa 


Oil  price  in 

constant  2006  dollars 


 3D 

_2D 


Oil  price  in  grams  of  gold  per  barrel 
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ources:  World  Gold  Council,  American  Petroleum  Institute:  www.fintrend.com. 


insists,  do  not  affect  his  outlook  on  the 
long-term  health  of  the  world  oil  supply. 

The  recent  doubling  of  prices,  Lynch 
argues,  was  set  in  motion  four  years  ago; 
the  2002  strike  by  Venezuelan  oil  workers 
has  kept  1  million  or  so  barrels  per  day  off 
that  country's  output  of  3.25  million  bpd. 
The  subsequent  application  of  socialist 
economics  to  the  Venezuelan  fields  has 
done  little  to  bring  that  volume  back. 

The  trouble  in  Venezuela  was  followed 
by  the  U.S.  invasion  of  Iraq,  resulting  in 
another  1  million  bpd  reduction  to  an  aver- 
age 2  million.  In  2004  China  sent  out 
petroripples  by  pushing  up  its  consump- 
tion by  nearly  1  million  bpd  to  7.4  million. 
Add  in  the  unrest  in  Nigeria,  which 
knocked  another  500,000  bpd  off-line,  and 
the  world  suddenly  had  4%  less  oil  than  it 
expected.  By  mid-2005  every  producer 
except  Saudi  Arabia  was  pumping  flat  out. 
The  Saudis  had  1.5  million  bpd  of  spare 
production  capacity — oil  spigots  on 
standby — and  it  was  less  desirable  heavy 
crude.  The  spot  markets  reflected  the 
unease  as  traders  braced  for  the  next  disas- 
ter. They  got  it  in  hurricanes  Katrina  and 
Rita,  which  knocked  700,000  bpd  or  so  off- 
line. Still,  says  Lynch,  "These  were  all  one- 
time transient  events  that  can  be  fixed  or 
adjusted  to."  There's  reassuring  evidence  of 
adjustment  from  both  supply  and  demand. 

Consider  supply.  Since  2003,  industry 
spending  on  exploration  and  production 
has  exploded  from  $169  billion  to  $277  bil- 
lion last  year,  according  to  consultancy 
John  S.  Herold.  Rental  rates  for  some 
drilling  rigs  have  quadrupled  to  more  than 
$300,000  a  day.  New  oil  is  coming  from 
almost  everywhere,  a  mix  of  big  and  small, 
OPEC  and  non-OPEC.  In  the  U.K.s  North 
Sea  fields,  for  example,  Apache  Energy  is 
using  new  recovery  techniques  to  revive 
production  in  a  basin  thought  to  be  in  ter- 
minal decline.  Oil  from  a  1-million-bpd 
field  in  Azerbaijan  recently  hit  the  world 
markets,  flowing  through  the  new  $10  bil- 
lion Baku-to-Ceyhan  pipeline.  In  Angola 
offshore  fields  could  start  pumping 
500,000  bpd  next  year,  and  deepwater 
fields  off  Brazil  will  add  hundreds  of  thou- 
sands more,  as  will  onshore  fields  in  Alge- 
ria. On  the  horizon:  In  the  Gulf  of  Mexico, 
Chevron,  Devon  Energy  and  Statoil 
recently  discovered  fields  in  an  area 
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thought  to  hold  from  3  billion  to  15  billion 
barrels  (equivalent)  of  oil  and  gas  reserves. 
Lynch  calculates  that  global  production 
capacity  will  expand  by  a  net  2  million  bpd 
this  year  and  3  million  bpd  in  2007. 

On  the  demand  side,  growth  has  mod- 
erated worldwide.  Lynch  expects  growth 
to  increase  less  than  1  million  bpd  this  year 
and  1.4  million  bpd  in  2007.  What 
accounts  for  the  dip?  High  oil  prices  and  a 
slowdown  in  some  industrial- 
ized economies.  Both  Euro- 
pean and  U.S.  demand  will  be 
flat  this  year.  The  rate  of 
growth  will  slow  even  in 
China:  500,000  bpd  this  year, 
compared  with  900,000  bpd 
of  growth  in  2004. 

All  this  will  give  producers 
time  to  catch  up.  Lynch  points 
out  that  global  oil  production 
held  on  standby  has  climbed 
to  2.7  million  bpd  now.  The 
Saudis  account  for  2  million  of 
that;  Kuwait  and  Abu  Dhabi 
the  rest.  Lynch  sees  the  cush- 
ion climbing  to  4.5  million 
bpd  in  2007  as  the  Saudis 
bring  the  Khursaniya  field  into  service  but 
cut  back  elsewhere  to  make  a  place  in  the 
market  for  non-OPEC  growth.  If  elections 
in  Nigeria  next  April  ease  political  tensions 
between  groups  in  the  Niger  River  delta, 
500,000  bpd  more  could  hit  the  market 
almost  immediately.  To  make  room  on  the 
market  for  Nigeria's  high-quality  crude, 
other  OPEC  nations  would  likely  cut  back, 
pushing  the  cushion  up  to  5  million  bpd. 
That  capacity  should  cover  a  supply  disrup- 
tion from  virtually  anywhere  in  the  world, 
helping  to  push  down  the  price  of  oil, 
Lynch  believes,  to  $45  a  barrel  by  the 
second  quarter  of  2007. 

What  about  the  contango  effect  (when 
the  price  of  a  barrel  of  oil  for  delivery  in  six 
months  is  higher  than  an  identical  barrel 
bought  on  the  spot  market  today)?  Con- 
tango pricing  encourages  hoarding:  Why 
sell  your  barrel  of  oil  at  todays  spot  price  of 
$66.50  when  you  can  make  $2  more  by 
promising  to  deliver  it  in  six  months,  more 
than  enough  to  cover  the  cost  of  storing  it? 
The  result  is  that  oil  inventories  in  the 
developed  world— 2.7  billion  barrels— are 
now  at  their  highest  levels  since  1999, 


enough  to  offset  12  months  of,  say,  blocked 
Iranian  exports. 

But,  as  Lynch  points  out,  oil  futures 
don't  usually  trade  in  contango.  Producers 
need  to  reduce  their  financial  risks.  They 
do  so  by  being  sellers  in  the  futures  market, 
depressing  futures  prices.  Lynch  thinks 
that  it  won't  take  long  for  savvy  oil  traders 
to  notice  the  gradual  building  of  the  capac- 
ity cushion  and  to  decide  that  there  is  no 


Striking  it  big:  Recent  exploration  in 
the  Gulf  of  Mexico  suggests  a  hoard  of 
up  to  15  billion  barrels  of  oil  and  gas. 


real  threat  of  supply  disruption.  When 
speculators  start  unwinding  their  oil 
futures  positions,  the  rush  for  the  exits  will 
begin,  pushing  down  oil  prices. 

Even  Saudi  Arabia,  once  the  world's 
leading  producer,  may  not  be  able  to  halt 
the  price  slide.  The  kingdom  has  for  years 
taken  it  upon  itself  to  hold  most  of  the 
world's  spare  production  capacity.  In  April 
Saudi  Aramco  cut  its  output  by  350,000  bpd 
to  9.1  million  bpd  because  there  wasn't 
enough  demand  for  the  oil.  As  new  produc- 
tion comes  online  from  OPEC  and  non- 
OPEC  nations  alike,  the  Saudis  will  likely 
need  to  trim  back  again,  to  8.5  million. 

But  Lynch  sees  a  limit,  and  he  believes 
the  Saudis  could  push  for  a  quota  cut  of 
1  million  bpd  by  mid-2007,  bringing  official 
cartel  output  to  29  million  bpd.  Persuading 
all  OPEC  nations  to  go  along  would  establish 
a  floor  under  oil  prices.  But  cheating  has 
always  occurred  in  such  circumstances; 
with  lower  prices,  cash-strapped  nations 
like  Venezuela  might  even  refuse  to 
decrease  output  to  keep  revenues  steady 
and  social  entitlements  coming.  Already 
Libya  and  Algeria  are  overproducing  their 


current  quotas.  Russia,  the  world's  biggest 
producer  but  not  an  OPEC  member,  sets  its 
own  agenda.  When  Russia  resisted  the 
Saudis'  call  for  a  quota  cut  in  2001,  OPEC 
nations  kept  production  steady,  over 
supplying  the  market  and  sending  oi 
plunging  to  $2 1  a  barrel.  Lynch  imagines  a 
similar  scenario  by  the  end  of  next  year. 

Longer  term,  Lynch  says,  there  are 
even  better  prospects  for  cheap  oil.  Near-civil 
war  in  Iraq,  a  dangerous 
standoff  with  Iran,  Arab 
Israeli  tensions,  ethnic  and 
religious  strife  in  Nigeria 
anti-American  nationalism 
in  Venezuela:  Rarely  have 
so  many  volatile  events 
converged.  This,  too,  shall 
pass,  Lynch  believes.  "Ten 
years  ago  the  world  was  pretty 
much  at  peace,"  he  recalls 
"Right  now  it  seems  like 
there's  unrest  in  every  corner 
of  the  globe.  But  that  doesn't 
mean  it  will  continue  forever! 

A  return  of  2.5  million 
bpd  worth  of  production  in 
the  trouble  spots  would  sat- 
isfy six  years  of  growing  demand  from  both 
China  and  India.  Even  better,  India  shoulc 
be  able  to  supply  more  of  its  own  oil,  con- 
sidering the  estimated  3.5  billion  barrels  ol 
recent  discoveries  in  once  unexplored 
basins  in  Rajasthan. 

One  last  piece  of  hopeful  evidence 
Despite  his  rejection  of  psychology,  Lynch 
does  try  to  read  the  minds  of  large  oil  com- 
panies. Even  after  two  years  of  high  prices 
he  notes,  they  won't  invest  in  a  projeci 
unless  it  promises  solid  returns  at  less  thar 
$40  a  barrel.  That  tells  him  that  if  the  petro 
giants  thought  oil  prices  were  going  to  sta) 
high  they  would  hold  on  to  more  of  theii 
profits  to  invest  in  more  exploratior 
acreage  and  megaprojects.  But  they're  not 
This  year  ExxonMobil  and  BP  will  returr 
to  shareholders  more  than  $40  billion  ir 
dividends  and  stock  buybacks. 

In  Texas  these  days  you  still  set 
bumper  stickers  on  the  backs  of  old  pickuj 
trucks  that  read,  "Lord,  just  give  me  on< 
more  oil  boom  and  I  promise  not  to  piss  i 
away  this  time."  Lynch  says,  "Now's  thi 
time  to  go  long  on  bumper  stickers  an<i 
short  on  oil." 
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Remember  when  technology 

had  the  ability  to  amaze  you? 


Believe  again. 

Now  you  can  believe  in  a  new  kind  of  IT  management.  Unified  and  simplified  to  make  your 
business  more  productive,  nimble,  competitive  and  secure. 

We  all  know  that  companies  are  demanding  more  from  IT  —  expecting  IT  to  be  a  strategic 
and  competitive  advantage.  Yet  today's  complex  IT  environments  require  you  to  manage 
across  point  solutions,  siloed  organizations  and  redundant  technology. 

A  better  alternative?  Choose  an  integrated  approach  to  IT  management.  An  approach  in 
which  software  unifies  your  people,  processes  and  technology  to  increase  efficiency  and 
optimization.  Only  one  global  software  company  can  do  that.  CA,  formerly  known  as 
Computer  Associates,  has  focused  solely  on  IT  management  software  for  over  30  years. 

Our  technology  vision  that  makes  this  promise  real  is  called  Enterprise  IT  Management, 
or  EITM.  At  its  heart  is  the  CA  Integration  Platform  —  a  common  foundation  of  shared 
services  that  gives  you  real-time,  dynamic  control  and  flexibility.  Its  greatest  benefit? 
CA  software  solutions  come  to  you  already  integrated,  and  able  to  integrate  with  your 
existing  technology  to  optimize  your  entire  IT  environment. 

Ultimately,  a  well-managed  IT  environment  gives  you  the  visibility  and  control  you  need 
to  manage  risk,  manage  costs,  improve  service  and  align  IT  investments.  To  learn  more 
about  how  CA  and  our  wide  array  of  partners  can  help  you  unify  and  simplify  your  IT 
management,  visit  ca.com/unify. 
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THANK  YOU 
AMERICA 

Saddams  goal  was  to  bury  every  living  Kurd. 

He  failed. 


HE  PEOPLE  OF  1RAQHKURDISTAN 
WANT  TO  SAY  THANK  YOU  FOR 
HELPING  THEM  WIN  THEIR 
FREEDOM  AND  LAY  THE 
FOUNDATIONS  FOR  DEMOCRACY. 


'NOW;  IRAQI-'KURDISTAN 
IS  OPEN  TOR  BUSINESS 

Foreign  investors  enjoy  a  peaceful  environment,  benefit  from  political  guarantees  under  the  new  Federal 
Iraq  Constitution  plus  generous  fiscal  incentives  under  a  new  Foreign  Investment  Law  for  Iraqi-Kurdistan. 


KURDISTAN 

THE  OTHER  1RAQ_ 


www.TheOtherIraq.com 

Tel  US:  +1  916  233  4055 

Tel  UK:  +44  (0)20  7170  4300 

info@theotheriraq .  com 
P.O.  Box  1863,  Sacramento,  CA  95812 


K  D  C 


EVELOPMENT 
DRPORATION 


Distributed  by  Russo  Marsh  +  Rogers,  Inc.  on  behalf  of  the  Kurdistan  Regional  Government. 
For  more  information  on  foreign  registration  contact  the  U.S.  Department  of  Justice. 


 Gujarat  Go-Getter 

The  Multinational, 
Updated 

A  global  corporation  used  to  be  an  IBM  or 
GM  setting  up  plants  abroad.  Now  it's  as 
likely  to  mean  a  scrappy  little  Indian  company 
buying  Western  assets  on  the  cheap, 
a  company  like  GHCL 


I  F  YOU  DRIVE  ALMOST  ANYWHERE  IN 
I  Danville,  Va.  around  Christmastime, 
I  you  can  see  the  28-foot-high  metal 
I  bust  of  the  Virgin  Mary  and  the  baby 
I  Jesus  atop  the  sprawling  redbrick 
an  River  mill.  It  costs  $  1 0,000  just  to  mount 
I  e  1,200-pound  bust  each  year.  This  holi- 
jiy  season  it  will  grace  the  faded  city's  sky- 
lie  for  the  last  time.  The  mill,  which  made 
ixtiles  for  a  century,  has  closed,  and  the 
:  icks  will  come  down.  Madonna  and  child 


will  be  donated  to  a  charity. 

From  thousands  of  miles  away,  global- 
ization has  hammered  Dan  River  for  years. 
Now  it  has  moved  right  into  Danville  and 
taken  over.  In  January  GHCL  of  New  Delhi 
bought  the  company — founded  in  1882, 
when  the  South  was  stealing  textile  jobs 
away  from  New  England — for  $54  million. 
At  the  time  the  $250  million-a-year  com- 
pany had  three  plants  and  3,000  workers 
in  this  city  of 46,000  on  the  North  Carolina 
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For  DHL, 

the  power  of  IT 

delivers  over 

four  million 
promises  a  day. 


The  best  way  for  this  world 
leader  in  delivery  services  to 
move  more  packages  is  to  move 
more  information.  CA  software 
solutions  enabled  DHL  to  unify 
and  simplify  its  global  package 
tracking  system.  The  increased 
efficiency  gives  DHL  the  ability 
to  handle  more  packages  more 
accurately.  With  CA's  help,  DHL 
put  the  customer  service  back  in 
shipping  as  it  delivers  on  over 
one  billion  promises  each  year. 

Learn  how  CA  software  solutions 
enable  enterprises  like  DHL  to 
realize  the  full  power  of  IT  at 

ca.com/customers. 
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border.  Now  it  has  no  plants.  But  at  least 
it  will  live  on,  as  a  hollowed-out  virtual 
corporation. 

Globalization  is  a  two-way  street.  Not 
long  ago  few  countries  were  more  paranoid 
about  foreign  investment,  free  trade  and 
multinationals  than  India.  And  Indian  busi- 
nesses were  tied  down  by  so  many  rules  and 
so  much  red  tape  that  they  struggled  to  do 
business  at  home,  much  less  abroad.  But  the 
far-reaching  economic  reforms  of  the  past 
decade  have  changed  that.  Now  a  raft  of 
Indian  companies,  such  as  GHCL,  formerly 
Gujarat  Heavy  Chemicals  Ltd.,  are  suddenly 


India  goes  to  Virginia: 
Globalization  brings 
cash  flow  to  Oan  River. 


Mexico  and  elsewhere  supply  the  packaging. 
Then  the  towels,  sheets  and  the  rest  are 
shipped  to  Danville,  where  they're  sorted  and 
sent  to  stores.  "From  concept  to  consumer, 
it's  all  in  one  chain  now"  says  Dalmia. 

That  this  vertically  integrated  textile 
company  is  being  assembled  from  a  base  in 
commodity  chemicals  is  not  so  strange,  given 
its  country  of  origin.  It  is  not  uncommon  in 
the  insular  capitalism  of  India  to  see  one  con- 
glomerate with  an  empire  that  stretches  from 
tea  to  cars  to  consulting.  GHCL  started  out 
in  the  business  of  making  soda  ash  from  salt 
and  limestone.  Soda  ash  (a.ka.  sodium 
  carbonate)  is  an  in- 


free  to  seek  opportunities  overseas. 

Dan  River  went  bankrupt  in  2004,  its 
sheets  and  towels  unable  to  compete  with 
cheap  imports  from  China.  What  GHCL 
wanted  was  not  the  factories  but  the  brands, 
the  designers,  the  distribution  network — and 
the  customers.  Under  GHCL,  Dan  River  has 
won  back  customers,  such  as  retailers  Bed 
Bath  &  Beyond,  Linens  'n  Things  and 
Targetcom,  and  it  expects  a  positive  cash  flow 
by  die  end  of  the  year.  In  January  it  signed 
Disney  teenage  star  Hilary  Duff  to  put  her 
name  on  a  new  bedroom  collection. 

This  is  all  part  of  a  grand  multinational 
strategy  conceived  by  GHCL  Chairman  San- 
jay  Dalmia.  hi  July  he  paid  $50  million  for 
Rosebys,  a  U.K.  retailer  of  linens,  bedspreads 
and  other  home  textiles  that  tallied  $200  mil- 
lion in  sales  last  year.  He  says  he's  in  talks  with 
chains  in  Italy  and  France  and  is  on  the  watch 
for  U.S.  retailers  that  come  on  the  market. 

The  production  side  of  this  strategy  is  al- 
ready in  place.  Dan  River's  design  department 
in  New  York  conceives  a  product,  GHCL's  mill 
in  Gujarat  produces  and  weaves  the  yarn,  a 
plant  in  Pakistan  dyes  it,  factories  in  Pakistan, 


gredient  of  detergents, 
glass  and  myriad  in- 
dustrial chemicals. 
That  core  business  ac- 
counted for  most  of 
GHCL's  $161  million 
in  revenue  and 
$22  million  in  profit 
for  the  year  ended 
Mar.  31.  Dalmia  con- 
tinues to  expand  that 
operation  with  the 
partly  completed  pur- 
chase in  the  past  year 
of  two  Romanian  soda-ash  companies.  That 
still  leaves  GHCL  a  midsize  player  in  the  global 
soda-ash  business  led  by  Solvay  in  Belgium 
and  FMC  in  the  U.S.  No  matter.  A  smaller  op- 
erator can  make  money  in  soda  ash — or  steel 
or  glass — if  it  buys  assets  cheaply  enough. 

You  get  assets  on  the  cheap  by  buying 
moneylosers.  In  2003  Dalmia  started  exper- 
imenting with  his  new  license  to  go  global 
by  purchasing  a  small  moneylosing  call  cen- 
ter in  Albany,  N.Y.  called  Colwell  &  Salmon. 
He  installed  Sanjay  Purohit,  an  Indian  who 
was  working  in  the  U.S.,  as  the  chief  exec- 
utive. Last  year  it  contributed  $2  million  to 
GHCL's  pretax  profit  on  revenue  of  $24  mil- 
lion. Now  Dalmia  has  Purohit  running  Dan 
River.  Purohit,  41,  jets  between  Danville,  his 
family  in  Texas  and  business  meetings 
around  the  country,  all  the  while  keeping  two 
secretaries  working  separate  shifts,  one  in 
Danville  and  one  in  New  Delhi. 

GHCL  financed  its  recent  purchases 
with  $80  million  of  convertible  bonds  pay- 
ing 1%.  To  continue  the  textile  expansion, 
it  plans  to  spin  off  textiles  into  a  separate 
company  and  use  its  stock  in  acquisitions. 


For  that  matter,  the  parent's  stock  would  be 
a  pretty  good  currency  these  days,  having 
roared  ahead  on  the  Bombay  Stock  Ex- 
change from  80  cents  at  the  beginning  of  lasi 
year  to  $3.86  today.  At  that  price  the  share; 
are  going  for  26  times  expected  earnings. 

At  62  Dalmia  is  undertaking  something 
of  a  second  career.  He  started  the  family  com 
pany  in  1983.  For  years  growth  came  in  fit; 
and  starts.  Frustrated  by  the  vagaries  of  th< 
Indian  bureaucracy,  the  barriers  to  seizing 
opportunities  and  often  a  lack  of  funds,  hi 
was  resigned  to  running  a  provincial  outfi 
that  just  puttered  along.  Now  he  finds  him 
self  hurrying  to  make  up  for  lost  time  an< 
thinking  big  as  he  taps  investment  banking 
legal  and  accounting  expertise  worldwide 

Dalmia  certainly  doesn't  fit  the  profile  c 
an  international  corporate  chieftain.  For  on 
thing,  he  leans  toward  socialism.  In  1996  h 
served  a  one-year  term  in  the  upper  hous 
of  Parliament  as  a  member  of  a  socialist  part 
"I  wanted  to  see  if  I  could  do  any  good  [fc 
people]  if  I  was  in  the  government  but  rea 
ized  that  because  of  the  bureaucracy,  I  coul 
do  a  much  better  job  as  a  businessman."  He 
a  vegetarian,  an  ex-smoker  and  a  healt 
fanatic,  lecturing  anyone  he  meets  for  tran: 
gressions  as  slight  as  drinking  a  diet  soda. ' 
do  yoga  every  day,  and  that  has  given  me 
lot  of  inspiration  and  ideas,"  he  says. 

Married  with  no  children,  he  doe 
philanthropy  as  a  leisure  activity.  He  rur] 
outdoor  camps  for  asthmatics  and  a  rail 
water  conservation  project  in  the  state  < 
Rajasthan  along  the  western  border.  F 
also  operates  two  schools  for  mental 
retarded  children  from  poor  families. 

Globalism  is  not  a  popular  theme 
Danville.  Ubiquitous  sights  around  tow 
are  "Closed"  or  "For  Sale"  signs  on  build 
ings,  one  a  recreation  center  for  m 
employees.  The  Dan  View  Restaurant, 
popular  diner,  has  lost  5%  of  its  busine; 
and  the  customers  who  are  left  are  plen 
upset  about  what's  happened.  "Our  loc 
economy  was  centered  on  tobacco  an 
textiles,"  says  Mayor  Wayne  Willian 
"First  we  saw  the  tobacco  industry  eroc 
but  we  never  imagined  that  the  text- 
industry  would  die,  that  our  key  employ 
would  declare  bankruptcy."  Now  the  tov 
will  take  whatever  it  can  get.  With  t 
remaking  of  Dan  River  nearly  comple 
210  of  its  jobs  will  remain  in  Danville. 
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Beijing  to  Hong  Kong 
April  6  20,  2007 


Nagasaki,  japan 


Beijing  •  Shanghai  •  Nagasaki  •  Osaka  •  Hong  Kong 


Experience  the  Countless 
Sights  of  the  Exotic  and 
Enchanting  Far  East. 

Discover  the  Mysteries  of 
Asia  While  Combining  Luxury 
Cruising  and  Outstanding 
Financial  Insights  &  Advice 


Cabins  start  as  low  as  $10,690  per  couple! 
receive  a  full-color  conference  brochure  and  to 
reserve  your  cabin,  call  800/530-0770  or  visit 

www.lnvestmentCruise.com  006485 


Steve  Forbes 


Rich  Karlgaard 


John  Dessauer  Ken  Fisher 

and  many  more... 


Crystal  Symphony 


H  Maker 


s+Breakers 


FOR  MORE  FINANCIAL  STATS  GO  TO  WWW.FORBES.COM/MAKERS 

A  Taxing  Stock 


Despite  everything,  the  market  never  quite  loses  faith  in  tax  preparer 
H&R  BLOCK  (21,  HRB),  whose  stock  manages  to  claw  back  after  each 
new  bit  of  bad  news.  Wall  Street  seems  to  admire  the  firms  pluck. 
Trolling  for  new  clients  wherever  it  can  find  them,  Block  recently 
opened  1,000  new  retail  locations  in  the  U.S.  and  another  250  self- 
service  tax-prep  kiosks  in  places  like  Wal-Mart. 

The  idea  is  to  ward  off  rapidly  growing  competitors  Liberty  Tax 
Service  and  Jackson  Hewitt.  While  the  expansion  helped  increase  H&R  Blocks  rev- 
enue 10%  in  fiscal  2006,  ending  Apr.  30,  to  $4.9  billion,  earnings  declined  21%  to  $490 
million.  One  big  reason:  a  $49  million  charge  that  included  settling  lawsuits  over  the 
company's  controversial  "refund  anticipation  loans,"  where  it  charged  customers  hefty 
fees  and  interest  rates.  This  is  a  problem  that  won't  go  away.  In  February  California's 
attorney  general  filed  suit  against  Block,  saying  the  loans  targeted  poor  people.  Mean- 
while, the  tax-prep  business  continues  to  flag.  And  Block  became  a  comedians  target 
earlier  this  year  when  news  emerged  that  it  had  screwed  up  its  own  taxes. 

Block,  expanding  into  personal  finance,  just  got  the  okay  to  operate  a  bank,  and  it 
already  has  a  big  mortgage-issuing  business.  Too  bad  that  the  housing  boom  is  going 
away.  Its  mortgage  business  comprised  25%  of  its  company  revenues  last  year.  Zacks 
analyst  Sean  Smith  notes  that  makes  the  company  particularly  vulnerable  to  a  housing 
slump.  Sure  enough,  Block's  first  quarter  (ended  in  July)  featured  a  $131  million  loss. 
Chief  culprit:  rising  mortgage  defaults.  How  about  Block's  move  into  financial  advice? 
New  York  Attorney  General  Eliot  Spitzer  has  sued  it  for  pushing  individual  retirement 
accounts  whose  returns  were  depressed  by  setup  fees.  Block  may  easily  win  this  case, 
but  the  publicity  won't  help. 

At  18  times  trailing  earnings,  we  say  Block  makes  a  good  short-sale  candidate. 

— David  Armstrong 


Stock  price 
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Rise  of  the  Rental 

The  home-buying  craze  is  over,  so  now 
rental  apartments  are  back  in  vogue.  In  the 
largest  25  markets,  apartment  rents  are  up 
5%  from  last  year.  One  of 
the  biggest  players  (900 
properties  in  31  states)  is 
EQUITY  RESIDENTIAL  (50, 
EQR),  chaired  by  the  ever 
canny  Samuel  Zell. 

Louis  Taylor,  a 
Deutsche  Bank  analyst, 
takes  comfort  that  Equity  draws  the  vast 
bulk  of  its  income  from  such  "high-bar 
rier  markets"  as  New  York  City  and  Lo 
Angeles,  where  it's  tougher  to  build  sc 
competition  is  lessened.  Equity's  share 
are  up  25%  this  year,  yet  the  stock  price 
is  still  reasonable.  This  real  estate  invest 
ment  trust's  funds  from  operation 
(earnings  plus  depreciation  minus  main 
tenance)  dipped  1 1%  in  2006's  first  hal 
but  only  because  a  sale  of  a  large  asset  it 
early  2005  spiked  funds  from  operatioi 
(FFO)  then.  Equity's  trailing  price/FFC 
ratio  of  16.7  compares  with  the  18. 
average  for  apartment  REITs. 

— Dorothy  Pomerant 

Powerhouse 

Diversity  is  the  watchword  at  DOMINIOI 
RESOURCES  (78.  D),  which  has  power  plant 
(with  a  new  nuke  on  the  way),  ga 
pipelines,  an  LNG  terminal  and  Gulf  c 
Mexico  drilling  rigs.  Still, 
the  lingering  impact  of 
hurricanes  Rita  and  Kat- 
rina  have  crimped  Gulf 
operations  and  hence 
earnings.  Energy  pro- 
duction accounts  for 
40%  of  profits.  In  this  year's  first  half  m 
income  slid  9.5%  to  $695  million  on 
billion  in  revenue. 

All  temporary,  says  John  Malone 
portfolio  manager  at  M&R  Capital,  mal 
ing  the  28  P/E  reasonable.  He  thinks 
spinoff  or  sale  of  some  assets  woul 
unlock  a  lot  of  value  for  shareholder 
Meanwhile,  you  get  that  diversity.  If  c 
prices  tank,  you  still  have  a  steady  utilil 
Yield:  3.5%. 

— Christopher  Helmc 


Stock  price 
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ALLOCATION    OF  TIME 


It's  not  that  money  isn't  important.  Of  course  it  is.  Which  is  why  experts  should  help  you  manage  it.  And  the 
personal  attention  you'll  receive  at  Northern  Trust  makes  us  an  excellent  choice.  A  dedicated  team  of  specialists 
will  get  to  know  you,  and  your  goals.  All  of  our  resources-our  teams  of  advisors,  our  technology-are  focused 
on  protecting  and  growing  client  assets.  Because  it's  your  life,  and  your  money.  We  think  you  should  make 
the  most  of  both.  If  you'd  like  to  know  more,  call  William  Morrison  at  800-468-2352  or  visit  northerntrust.com. 


Northern  Trust 


Private  Banking  |  Asset  Management  |  Financial  Planning 
Trust  Services    |    Estate  Planning  Services    |    Business  Banking 


Yes,  But 


James  Grant 


BROKEN  CHINA 


OUT  OF  A  POPULATION  OF  1.3  BILLION,  THERE 
must  be  one  honest  Chinese  citizen.  It  defies  belief 
that  there  wouldn't  be.  Yet  this  singular  uncor- 
rupted  individual  is  making  himself  scarce.  Scandal 
chases  scandal  in  the  Peoples  Republic.  Misdeeds 
seem  especially  prevalent  in  the  bustling  city  of  Shanghai,  where 
a  dustup  surrounding  the  alleged  misappropriation  of  assets  from 
the  $1  billion  city  pension  fund  has  led  to  the  forced  resignation 
of  three  senior  executives  at  the  Shanghai  Electric  Group.  And 
the  Shanghai  branch  of  Huaxia  Bank  has  been  exposed  by  a 
government  audit  in  a  scheme  to  underreport  its  nonperforming 
loans,  according  to  Chinese  news  reports. 

But  the  Chinese  press,  though  sometimes  damning,  is  sweet- 
ness and  light  compared  with  Chinese  prospectuses.  Tales  of 
bribery  and  embezzlement  fill  the  "risk  factors"  section  of  the 
offering  documents  of  the  big  Chinese  banks.  Youd  swear  you 
were  reading  the  Shanghai  police  blotter.  Insofar  as  the  world 
depends  on  Chinas  growth,  the  state  of  the  Chinese  banking  sys- 
tem is  the  world's  problem. 

Late  in  the  1980s  an  American  junk-bond  borrower  could 
shout  its  incapacity  to  service  its  debts  from  the  rooftops.  But  in 
their  state  of  boom-induced  euphoria,  the  lenders  stopped  up 
their  ears.  So,  too,  in  postmillennial  China.  The  Bank  of  China, 
with  assets  of  $590  billion,  disclosed  (on  the  eve  of  its  springtime 
initial  public  offering)  an  impressive  litany  of  in-house  criminality, 
malfeasance  and  incompetence.  But  the  stock  was  bid  for  as  if  the 
disclosures  had  been  written  in  invisible  ink. 

"Mr.  Wang  Xuebing,  our  former  chairman  and  president  and 
the  former  general  manager  of  our  New  York  branch,  was  con- 
victed of  accepting  over  1  million  renminbi  [$126,000,  at  todays 
exchange  rate]  in  bribes  in  exchange  for  assisting  certain  compa- 
nies with  obtaining  loan  approvals,"  says  the  bank's  prospectus. 
"Mr.  Wang  was  sentenced  to  12  years  in  prison  by  the  Beijing 
Second  Intermediate  Court  and  the  Beijing  High  Court  in  2004." 
You  might  expect  that  such  a  salutary  example  would  lead  other 
sticky-fingered  employees  to  renounce  a  life  of  crime. 
Evidently  it  did  not.  The  prospectus  relates  that  the  number 
of  "criminal  offenses"  committed  within  the  bank  jumped 


from  32  in  2004  to  75  in  2005. 

Possibly  the  sensibilities  of  Chinese  investors  had  been  hardened 
by  revelations  contained  in  the  prospectus  of  an  earlier  Chinese 
initial  offering,  that  of  China  Construction  Bank  A  former  officer 
was  arrested  in  June  2005  on  a  charge  of  bribe-taking. 

In  any  case,  it  would  come  as  no  shock  to  a  man  or  woman  of 
the  world  to  discover  that  doubtful  loans  were  significantly 
higher  than  the  sums  officially  acknowledged.  Last  spring  a  study 
by  Ernst  &  Young  put  nonperforming  Chinese  bank  debt  as  high 
as  $911  billion,  far  greater  than  both  the  $164  billion  to  which 
the  Chinese  authorities  admit  and  the  $875  billion  said  to  be  in 
China's  national  foreign-exchange  war  chest.  The  E&Y 
front  office  quickly  disavowed  its  own  analysts'  findings— 
on  grounds  that  they  were  erroneous,  maintains  E&Y,  cer 
tainly  not  because  the  firm  also  incidentally  happens  to 
audit  the  accounts  of  the  Industrial  &  Commercial  Bank  of 
China.  But  others  have  arrived 
at  conclusions  not  radically 
different. 

The  art  of  lending,  a  little 
like  the  art  of  piano  playing,  is 
practiced  by  many  but  mastered 
by  few.  The  banking  business  is 
hard  enough  in  a  free  economy. 
In  China,  where  facts  and  evi 
dence  are  routinely  twisted  to 
suit  the  needs  of  the  Commu 
nist  Party,  the  lot  of  a  lender  is 
treacherous  indeed.  "Due  to 
limitations  in  the  availability  of 
information  and  the  developing 
infrastructure  of  [the  People's  Republic],"  said  the  Bank  of  China's 
prospectus,  "nationwide  credit  information  databases  are  gener 
ally  undeveloped.  In  addition,  financial  statement  disclosure  and 
audit  standards  for  corporate  borrowers  in  the  PRC  may  not  b 
comparable  to  those  in  more  developed  countries." 

The  Texas  savings  and  loan  debacle  of  the  late  1980s  and  th 
New  York  City  banking  crisis  of  the  early  1990s  each  occurred  ij 
a  market  economy  organized  under  the  rule  of  law.  How  mucr 
worse  would  things  have  been  in  a  one-party  state?  The  Bank  o 
China  is  listed  on  the  Hong  Kong  exchange,  where  it  trades  at  th« 
very  fancy  multiple  of  25  times  trailing  net  income.  But  this  isn 
to  say  there  is  no  way  to  invest  in  the  future  of  Chinese  banking 
Britain's  HSBC  Holdings  (91,  HBC),  the  long-established  globa 
bank  that  operates  in  76  countries  and  territories  and  does 
lucrative  business  in  Hong  Kong,  is  quoted  at  14  times  trailin 
12-month  net.  Shenzen's  China  Merchants  Bank  (1, 600036)- 
the  first  number  is  the  price,  $1,  the  second  the  ticker— soon  t 
list  in  Hong  Kong,  is  quoted  in  Shanghai  at  21.9  times  trailin 
earnings.  It's  the  bank  managing  General  Electrics  local  currenc 
balances  in  China;  not  a  bad  character  reference  at  that. 


Why  buy  a 
scandal-tainted 
bank  at  a  steep 
price  when 
you  can  get 
an  honest  one 
at  a  reasonable 
price? 


I  Forbes 


James  Grant  is  the  editor  of  Grant's  Interest  Rate  Observer. 
Visit  his  home  page  at  www.forbes.com/grant. 
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Financial  Strategy  A.  Gary  Shilling 


THE  CUPBOARD 
IS  BARE 


CONSUMERS  IN  THE  U.S.  HAVE  LED  THE  AMERICAN 
economy,  indeed  the  world  economy,  into  prosperity. 
Now  they  will  lead  it  into  recession.  The  simple  rea- 
son is  that  at  some  point  Americas  big  spenders  are 
going  to  run  out  of  spending  power. 
For  a  quarter-century  consumer  spending  has  grown  on 
average  a  half  percentage  point  per  year  faster  than  aftertax 
incomes.  Similarly,  borrowing  has  leaped.  This  has  powered 
the  U.S.  economy  and  the  many  foreign  economies  that  have 
no  buyers  for  their  excess  goods  and  services  except  American 
consumers. 

The  U.S.  savings  rate  decline  coincided  with  the  great  bull 
market  that  started  in  August  1982.  As  time  passed,  people  con- 
vinced themselves  that  they  didn't  need  to  save  any  current 
income  because  everlasting  stock  appreciation  would  substitute. 
When  stocks  tanked  in  2000-02,  housing  seamlessly  took  over 
this  role  as  savings  substitute.  And  housing  is  much  more  impor- 
tant to  most  Americans  than  the  stock  market  is.  Half  of  Ameri- 
cans own  stocks  or  mutual  funds;  69%  of  households  own  their 
own  abodes.  And  homeownership  is  much  more  evenly  spread. 
The  top  10%  of  the  income  pile  own  24  times  as  much  in  stocks 
as  the  bottom  20%  but  only  6.4  times  as  much  in  residence  value. 
So  the  average  Joe  is  better  off  now,  even  though  stocks  remain 
below  their  early  2000  peak. 

And  he'll  get  hurt  much  more  as  the  housing  bubble  deflates. 
Sales  of  new  homes  were  down  22%  in  July  versus  a  year  earlier; 
sales  of  existing  houses,  11%.  Inventories  are  surging.  Since,  for 
the  moment,  sellers  are  holding  out  rather  than  cutting  prices,  you 
don't  see  much  of  a  correction  in  prices — yet.  It  will  take  a  25% 
decline  in  the  nationwide  median  single-family  house  price  to 
reestablish  its  relationship  with  the  consumer  price  index, 
incomes  and  rents. 

Speculator  grief  will  get  the  media  attention, 
but  you  should  focus  on  the  majority  of  home- 
owners who  still  have  jobs  and  are  making 


mortgage  payments.  They've  used  house  appreciation  to  bridge 
the  gap  between  income  and  spending.  In  this  recovery's  18  quar- 
ters real  consumer  spending  has  risen  at  a  3.1%  annual  rate;  real 
incomes,  measured  by  the  Federal  Reserve's  Employment  Cost 
Index,  at  only  a  1%  rate.  To  fill  the  gap,  homeowners  have 
refinanced  and  taken  home  equity  loans. 

A  collapse  in  this  funding  does  not  need  a  collapse  in  house 
prices;  a  mere  plateauing  of  prices  will  suffice.  What's  left  to  pay 
the  bills?  Not  inheritances.  Parents  are  living  longer  and  incur- 
ring big  medical  costs.  In  2004  the  average  boomer  inheritance 
was  only  $49,000,  hardly  enough  to  finance  high  living  in  retire- 
ment. Also,  60%  of  all  inheritance  money  went  to  the  top 
40%,  who  already  had  considerable  assets. 

Other  big  funding  sources  are  lacking.  Individuals' 
$3.2  trillion  in  bonds  and  other  credit-market  instru- 
ments are  largely  in  cautious  hands.  The  $1.1  trillion  in 
life  insurance  reserves  pales  in  comparison  with  the  $1.8 
trillion  that  homeowners  extracted  from  their  real  estate  in 
the  2003-05  period.  The  $6.7  trillion  equity  in  noncorpo- 
rate business  is  mostly  needed 
to  keep  the  doors  open.  Pen- 
sion funds  hold  $11.1  trillion, 
but  only  $2.5  trillion  is  in 
401(k)s  that  individuals  can 
tap.  And  they'll  pay  ordinary 
income  taxes  on  withdrawals 
and  10%  penalties  if  they're 
under  age  5972. 

So  consumers  have  noi 
alternative  to  saving  more  of 
current  income  and  borrowing 
less.  This  will  reverse  trends 
that  have  been  so  chronic  that  most  don't  realize  they  exist.  Many 
investors  will  be  shocked  when  the  long-expanding  credit  card 
business  shrinks. 

Given  what  is  happening  to  house  prices,  it  is  extremely  likely 
that  consumer  retrenchment  will  precipitate  a  recession,  proba 
bly  around  year's  end.  The  recession  will  spread  globally  as  con 
sumer  demand  for  imports  wanes.  Corporate  profits  and  stock: 
will  disappoint.  The  index  of  home  builder  sentiment  leads  the 
S&P  500  by  12  months,  and  that  index  started  to  fall  a  year  ago. 

In  the  longer  run  a  consumer  saving  spree  will  pinch  dis 
cretionary  spending  in  areas  like  autos,  appliances,  cruise  lines 
hotels  and  other  recreation  and  travel.  On  the  plus  side,  declining 
inflation  and  interest  rates  will  benefit  many  utilities,  banks  anc 
others  that  pay  high  and  increasing  dividends.  Individuals'  new 
found  zeal  for  saving  will  aid  investment  advisers,  banks,  broker: 
and  others  who  help  people  invest.  Aging  postwar  babies,  o 
course,  will  consume  lots  of  health  care.  Still,  cost  pressures  wil 
favor  hardware  and  software  companies  that  improve  health  can 
efficiencies  over  those  that  extend  life  at  tremendous  costs. 


Hey,  big 
spenders: 
Neither  home 
equity  loans 
nor  inheritances 
nor  401  (k)s  will 
rescue  you. 


I  Forbes 


A.  Gary  Shilling  is  president  of  A.  Gary  Shilling  &  Co.,  economic  consultants 
and  investment  advisers.  Visit  his  home  page  at  www.forbes.com/shilling. 
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Stock  Trends  Laszlo  Birinyi  Jr. 


COMPARED 
TO  WHAT? 


A SMART  INVESTOR  MUST  LEARN  TO  BEWARE  OF 
bogus  comparisons.  And  a  lot  are  kicking  around, 
particularly  matchups  against  the  S&P  500,  the 
most  commonly  used  market  yardstick.  As  a 
benchmark  of  larger  companies  the  S&P  is  quite 
valid — FORBES  uses  it  routinely  in  evaluating  columnists  and 
mutual  funds — but  you  have  to  understand  its  limitations. 

Some  stock  picker  says  his  recommended  list  beat  the  market, 
as  defined  by  the  S&P  500.  One  question  to  ask:  Does  he  lean  to 
smaller  companies?  In  such  a  case  his  apparent  genius  may  reflect 
nothing  more  than  the  recent  strength  of  small-  and  midcap  stocks. 
Next:  How  does  the  average  of  his  lists  performance  overall  deal 
with  recommendations  spread  out  across  the  year?  In  a  bear  mar- 
ket a  raw  average  of  performances  is  going  to  look  good  (in  com- 
parison with  an  S&P  500  figure  going  back  12  months)  just  by  dint 
of  the  fact  that  some  of  the  recommended  stocks  had  only  a  few 
months  in  which  to  fall.  In  evaluating  its  own  columnists'  stock- 
picking  performance,  FORBES  deals  with  the  timing  element  by  com- 
paring each  stock  to  a  hypothetical  investment  in  the  S&P  500  made 
on  the  same  day.  Not  all  statisticians  are  so  scrupulous. 

Finally:  Does  the  average  give  equal  weight  to  small  and  large 
companies?  That's  okay  if  it's  understood  from  the  beginning  that 
the  customer  will  be  putting  identical  amounts  into  all  the  posi- 
tions, not  okay  if  the  person  doing  the  averaging  gets  to  decide  at 
year-end  whether  or  not  the  larger  companies  will  be  accorded 
more  weight. 

The  S&P  is  weighted  by  the  value  of  its  500  stocks.  General 
Electric  shares  are  worth  a  collective  $351  billion,  giving  them, 
at  3%,  the  second-largest  weight  in  the  index  (behind  only 
ExxonMobil).  One  of  the  smallest  companies  by  capitalization 
among  the  500  is  Dillard's,  the  department  store  chain.  Its 
shares  account  for  0.017%  of  the  S&P.  GE  is  177  times  as  impor- 
tant to  the  market  as  Dillard's.  And  that's  probably  right, 
given  that  GE  is  much  bigger,  employs  more  people  and 
makes  a  lot  more  in  profits  than  does  Dillard's. 


What  if  you  had  bought  100  shares  each  of  the  two  stocks 
last  Jan.  1,  General  Electric  at  $35.05  per  share  and  Dillard's 
(way  down  at  number  490)  for  $24.82?  Your  total  investment, 
not  counting  commissions,  would  be  $5,987.  Those  200  shares 
are  now  worth  $6,680.  You're  up  11.6%.  Had  you  bought  not 
100  shares  of  each  but  amounts  in  proportion  to  each 
company's  capitalization  ($5,648  and  $34),  you'd  have  a  return 
determined  almost  entirely  by  GE's  return.  Your  cap-weighted 
performance  would  be  only  0.13%.  And  if  you  were  bragging 
about  performance,  you  might  just  take  the  liberty  of  averaging 
the  two  percentage  returns,  0%  for  GE  and  26%  for  Dillard's,  and 
claiming  a  13%  gain. 

Whenever  you  see  that  this  or  that  list  has  strongly  outper- 
formed the  S&P  over  whatever  period,  it  is  usually  because  one 
or  two  $3  stocks  have  doubled.  The  small-cap  issues  have  been 
on  a  tear  for  the  past  few  years,  while  blue  chips  have  lagged. 
Will  this  always  be  true?  Of  course  not.  Big  and  medium-size 
companies  are  the  backbone  of  the  economy  and  should  get  a 
big  representation  in  your  portfolio. 

One  sector  probably  under- 
weighted  in  your  portfolio  is 
housing.  And  one  very  good 
stock  in  that  sector  is  New 
Century,  a  mortgage  real  estate 
investment  trust  that  I  recom- 
mended in  my  Apr.  24  column. 
It  has  tumbled  $10  since  then 
to  $38  per  share.  In  the  mean- 
time, however,  New  Century 
has  paid  out  $3.65  in  dividends. 
It  has  raised  its  dividend  eight 
straight  times  in  the  past  two 
years,  and  I  have  no  reason  to 
believe  that  it  cannot  still  pay  $1.85  a  quarter,  despite  the  slow- 
ing housing  market. 

In  2003  I  recommended  Vornado  Realty  Trust  (107,  VNO), 
and  I'm  still  bullish  on  the  stock — even  though  it  has  climbed  2.4 
times  since  then.  This  is  an  extraordinarily  well-run  REIT,  spe- 
cializing in  high -end  office  buildings.  A  recession  could  crimp  its 
rental  income,  but  the  long-term  outlook  for  its  dividend  ($3.20, 
or  3%)  is  for  growth. 

I  like  Mesabi  Trust  (20,  MSB),  which  gets  royalties  from  iron 
ore  and  yields  8.2%.  It  has  fallen  lately  over  concern  that  com- 
modity prices  may  fall  further.  I  am  not  worried  that  will  hap- 
pen, however. 

Two  more  high-yielders:  Centerplate  (15,  CVP),  a  provider  of 
concessions  and  catering  services,  is  a  combination  of  stock  and 
debt,  which  juices  the  payout.  It  yields  10.5%.  Telecom  outfit 
Windstream  (13,  WIN)  pays  a  projected  7.4%.  A  landline  operator 
concentrated  in  the  Southwest,  Windstream  was  spun  off  this 
past  summer  by  Alltel,  now  solely  a  cellular  provider.  F 


Small-cap 
companies 
have  been  on 
a  tear  lately. 
Don't  let  that 
dictate  how  you 
balance  your 
portfolio  now. 


Forbes 


Laszlo  Birinyi  Jr.  is  president  of  Birinyi  Associates,  a  Westport, 
Conn. -based  financial  consulting  firm.  Web  site:  wvvw.lbirinyi.com. 
Visit  his  home  page  at  www.forbes.com/birinyi. 
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oin  us  this  fall  as  we  bring  the  pages  of  Forbes  to  life. 
Connect  with  Forbes  editors  and  the  smartest  business, 
academic  and  political  leaders  in  an  environment  where 
real  issues  are  tackled,  ideas  are  challenged,  and  fresh 
perspectives  —  and  connections  —  are  built. 

OCTOBER  24-25 

MEET  2006  |  Beverly  Hills 

•  Media  —  Electronic  Entertainment  —  Technology 

•  Reaping  Riches  in  the  Media  and  Entertainment  Revolution 

OCTOBER  26 

Risk  Management  Forum  |  New  York 

•  Risky  Business 

•  Innovations  in  measuring,  managing,  and  creating  value 
from  risk 


NOVEMBER 


1  0 


CEO  Forum  |  New  York 

•  Open  Borders  —  Globalism  and  its  Critics 

•  Steve  Forbes  and  Lou  Dobbs  debate  on  free  trade 

•  John  Zogby  deconstructs  the  November  7  election 

NOVEMBER  13-14 

CIO  Forum  |  New  York 

•  Leading  through  Innovation 

•  Top  CIOs  share  the  good,  the  bad  and  the  ugly  on 
open  source,  BI,  outsourcing  and  more 

DECEMBER  4-5 

CIO  Forum  |  London 

•  How  to  be  a  Champion  of  Change 

•  Steve  Forbes  on  economics  and  innovation 
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Contact  Sherry  Phillips  at  +  1  610-520-1592  or  sphillips@forbes.com. 

Attendance  is  by  invitation  only.  For  detailed  agenda  and  speaker 
information,  or  to  aptly,  please  visit  forbesfallconferences.com  or 
e-mail  conferences@forbes.com. 
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Rich  with  tradition.  Free  from  pretension.  Strength  to  move 
forward,  always  looking  toward  the  sunrise.  The  American 
West  has  a  certain  feel  to  it.  And  now  it  has  a  flavor 

Five  Herds  bison  is  tender,  all  natural  -  and  full  of  the  hearty 
flavor  that  really  sums  up  what  the  West  is  all  about.  Our 

bison  are  range-raised  and  grass-fed,  so  our  steaks  are  pure, 

simple  and  good  for  you.  In  fact,  bison  has  less  fat 
and  less  cholesterol  than  beef,  salmon  and  skinless  poultry. 

From  gourmet  filets  to  savory  strip  steaks, 
it's  a  western  experience  waiting  to  be  enjoyed. 
Order  Five  Herds  bison  today. 

www.fiveherds.com/forbes     I  -888-543-737 1 

MAKE  THE  HOLIDAYS  MEMORABLE  - 

Send  your  friends  and  family  gifts  from  Five  Herds! 
Call  or  visit  our  website  for  more  information. 


FORBES  READERS: 
TRY  FIVE  HERDS  BISON  AT 
A  DISCOUNTED  PRICE 


Chef  Forrest  D.Waldo  II,  C.E.C. 

Five  Herds  Chef 

Five  Herds  Chef  Forrest. D.  Waldo" 
has  spent  20  years  honing  his 
gourmet  culinary  skills  in  some 
of  the  country's  top  restaurants. 
He  now  puts  his  talents  to  use  in 
an  effort  to  bring  the  flavor  and 
all-natural  quality  of  bison  into 
the  mainstream  diet.  Described 
'as  having  "the  most  refined  palate 
for  bison  in  North  America," 
Chef  Waldo  continues  to  perfect 
the  steaks  and  recipes  we  bring 
to  you. 


Mention  Forbes  and  receive  1 5%  off 
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Take  a  road  trip  through 
commodities  with  the  people  who 
grow  them  |  By  Emily  Lambert 


THE  SUN  WAS  HIGH  OVERHEAD  ON  A  WEDNESDAY  IN 
late  August.  Illinois  farmer  Robert  Provin  was  sit- 
ting on  the  bumper  of  his  car,  eyeing  a  wormy  ear  of 
corn.  "Nature  didn't  make  everything  beautiful,  like 
you  and  me,"  he  philosophized,  before  heading  on 
to  another  field,  one  of  a  dozen  hed  see  that  day. 
[I'm  going  to  tell  you  one  thing,"  he  added.  "All  you're  going  to  get 
lout  of  this  world  is  what  you  eat  and  enjoy." 

That's  the  Midwest  Crop  Tour  for  you:  clues  to  where  the  com- 
modity markets  are  headed,  mixed  with  homespun  observations. 

The  tour,  sponsored  by  Deere  &  Co.  and  the  Pro  Farmer 
newsletter,  is  an  annual  four-day,  seven-state  road  trip  through 
Ihe  U.S.  corn-and-soybean  belt.  It  attracts  farmers  and  their 
[groupies:  commodities  brokers,  agronomists,  grain  buyers,  ag 
reporters  and  representatives  from  the  likes  of  Cargill  and  Kraft 
roods,  all  looking  for  hints  as  to  the  size  of  the  impending  har- 
vest. This  year's  68  tour  participants — called  scouts — came  from 
across  the  U.S.,  Argentina,  Brazil,  Japan,  Canada  and  Mexico. 

An  eastern  contingent  starts  out  from  Columbus,  Ohio,  winds 
|ts  way  through  Indiana,  Illinois  and  Iowa,  and  arrives  in  Owa- 
|onna,  Minn.,  where  it's  met  by  a  western  contingent  that  started  in 
iouth  Dakota  and  came  by  way  of  Nebraska  and  Iowa. 

Scouts  each  pay  their  own  way:  $1,000  for  gas,  hotels  and 
bod.  They  get  a  brief  tutorial  and  a  handbook  before  being 


divided  up,  four  to  a  car.  At  7  a.m.  sharp  they  fan  out  to  sample 
fields.  Every  15  to  20  miles  they  stop  to  measure.  First  they  use 
30-foot  yellow  ropes  to  mark  off  two  30-foot  rows  of  corn.  Then 
they  count  the  number  of  ears.  They  measure  sample  ears,  noting 
any  evidence  of  corn  borer,  root  worm  or  hail  damage. 

They  meet  up  at  night,  usually  at  a  Holiday  Inn,  for  a  banquet 
dinner  hosted  by  Deere,  which  stuffs  the  scouts  and  100  of  Deere's 
best  local  customers  with  meat,  gravy  and  potatoes  (and  corn). 
Afterwards  the  day's  measurements  and  corresponding  estimates 
are  announced.  The  scouts'  methodology  isn't  the  same  as  the  U.S. 
Department  of  Agriculture's.  The  2,000  samples  it  gathered  on  this 
year's  tour  are  only  half  as  many  as  go  into  the  government's  esti- 
mates. Still,  farmers  tend  to  trust  other  farmers,  and  tour  forecasts 
stir  markets  at  the  Chicago  Board  of  Trade. 

As  it  rolls  along,  the  tour  takes  on  the  air  of  a  celebrity  cara- 
van, its  comings  and  goings  announced  by  dozens  of  radio  stations. 
In  the  final  stretch  toward  Owatonna  my  group  was  honked  at  and 
given  the  thumbs-up  from  a  passing  car  on  the  highway. 

When  you  spend  ten  hours  a  day  counting  grain,  excite- 
ment comes  in  surprising  places.  Nebraska  farmer  Johnny  Rein- 
ers  was  amazed  by  how  green  the  corn  was  at  one  field  in  Ohio. 
"You  could  smell  the  pollen!"  he  said,  wide-eyed.  "This  is  black 
sand,"  said  ten -year  tour  veteran  and  Illinois  farmer  Byron  Jones 
approvingly,  toeing  the  ground  of  an  Indiana  field.  Later,  on 
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HOTEL  NIKKO  SAN  FRANCISCO 

222  MASON  STREET,  SAN  FRANCISCO,  CA  94102 
AAA  FOUR  DIAMOND  AWARD  ■  HOTELNIKKOSF.COM 
FOR  RESERVATIONS  ONLY:  1  800.248.3308 


nikko  hotels 

international 


ASIA-PACIFIC  Bali    Beijing    Dolion   Guom    Hanoi    Hong  Kong   Jokarto   Kuala  Lumpur   Manila    New  Delhi    Palau    Qingdoo    Saipan    Taipei  Yangon 
THE  AMERICAS  Mexico  City   San  Froncuco    EUROPE  Dusieldorf    London    JAPAN:  Tokyo    Osoko    Chitose    Fukuoka    Hime|i    Hitachi  Kanazawa 
Kawoioki    Kochi    Kumamolo    Kutashiki    Kyoto    Naro    Nanta    Niigola    Niseko    Oito    Okinawa    Sappoio    Toyohaihi  Yokohoma 
WWWJAIHOTELS  COM    1  800  NIKKO.US 


We  all  want  the  same  thing. 

And  the  1.2  million  members  of  Rotary  around  the  world  are  making  it  happen. 
Rotary's  educational  programs  and  scholarships  are  dedicated  solely  to  promoting  peace. 
Together  we  can  create  a  more  peaceful  world. 


Rotary.  Humanity  in  motion. 

www.rotary.org 
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Luxury  Homes  Lender 


George  Hart 

AHM  Mortgage  -  Nationwide  Lender 

1-888-531-7888 

George.  Han@Americanhm.com 

Lending  to  $12,000,000 
Licensed  mongage  lender  in  all  50  states 


American  Home  Mortgage  Investment  Corp 
Georgia  Residential  Mortgagee  Licensee.  2100 
Riveredge  Pkwy  Atlanta  GA  30326  License 
#14650  Licensed  or  Authorized  Mortgage 
Lender  m  the  Fifty  States  and  trie  District  ol 
Columbia  AHM  LR  #060503331 
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Working  Capital 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax) 


Forbes} 


The  Forbes  Stock  Market  Course 


The  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a 
perfect  gift  forfamily  and  friends 
...for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Fortes  Magazine 
you  are  invited  to  take  advantage  of 
a  special  price  of  just  $99.95 
(save  $50  off  the  regular  S149.95  price.) 

Go  to  www.fcrbesinc.com/smc4  and  place  your 
order  now  ar  call  1-800-429-0106  and  give  the 
operator  a  special  savings  code  of  S30.05 


Forbes 


SLAM  DUNK  INVESTING  IN  OIL 


Curtis  Hesler,  Editor  of 
Professional  Timing  Service,  rec- 
ommended Enerplus  Resources 
(ERF)  at  $17,  It's  now  $43,  and 
still  pays  a  10%  dividend,  He 
believes  that  there  are  4  major 
opportunities-crude  oil,  gold, 
stocks  and  bonds-that  will  make 
and  break  millionaires.  Subscribe 
today  and  get  his  free  special 
report,  Oil:  Slam  Dunk  Investing 

for  Income  &  Capital  Gains. 
Call  toll  free  1-877-733-7876  or 
www.forbesnewsletters.com/pts 
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Timeshare 


TIMESHARES 


Ranch  Real  Estate 


have  up  to.. 
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.  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 
tXCHANlitS 

♦  FREE  CATALOG 


CALL  800-640-7639 

HOLIDAYGROUP.com/fm 


Watches 


NATIONAL  WATCH  &  DIAMOND 
•  BUY  •  SELL  •  TRADE 


OVER  300  PRE-OWNED 

KOI. EX  IN  STOCK 
also  Cartier,  Breitling  &  Tag 

Largest  Selection  oe 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nationolwotch.com 
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Southeastern  Oregon 
Historic  Cattle  &  Hunting  Ranch 


Art  Wholesale 


Gallart.com 

Buy/Sell  Fine  Art!  why  do  you  Need 

-  .  .  .  -I         to  Own  a 

305.932.61661     Private  Bank? 


30,749  deeded  acres.  40  miles  year  round  streams.  3  large  reservoirs. 
1,700  +  cow  capacity.     Elk,  Deer,  Antelope,  Upland  Birds,  Wildfowl, 
Bass  and  Trout.  Extensive  Mineral  &  Water  Rights.    S10. 35  million 
Wilburn  Ranch  Brokerage  541-421-5300 


Business  Opportunities 


20633  Biscayne  Blvd.  Aventura,  FL  33180 


Business  Services 


WE  TEST  SALES  PEOPLE 


Web  based  test  that 
quickly  identifies  the  winners. 
Accurate,  customized, 
automated,  economical. 


FREE  DEMO  call  416-691  -3661 
or  visit  www.salestestonline.com 


Luxury  Real  Estate 


COSTA  RICA 


Real  Estate 


LAKE  ARENAL 
2  Major  Lakeview  Lot  Projects 

All  approvals  &  infrastructure. 

Roads,  electrical,  water  & 
subdivision  will  be  included. 

Call  for  information: 

310-392-7215 

www.costaricalakeandbeach.com 


Private  Bank? 

Free  Report 

800-733-2191 
WBC 

est.  1991 


BUSINESSES  FOR  SALE 


International  Investment  Banking  Firm 
has  Middle  Market  Businesses  for  Sale 

GW  EQUITY 

Merger*  A  Acquisitions 
877-213-1792 


www.GWEQUITY.com 


EARN  12%  INTEREST 

Collateralized  by  Land. 
Perfect  for  IRA  Transfers 
Call  -  800-778-6070 

Go  To  http://www.roifinancial.cor 


Limited  Partners  Wanted 

A  few  limited  partnerships  left  for  204ac.  Workl 
Recreational  Ranch.  Wl,  80  shares  total  numb 
fully  secured  by  $4M  of  Real  Estate,  S12.5M 
investment  per  share.  Potential  return  S4K+  p 
year  on  investment.  Projected  cash  flow  1st  ye 
$1M 
1-877-521-2579 
auction@jvlnet.com  /  www.raymiller.ws 
www.mandmranchandoutfitters.com 
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Nanotechnology  is  changing  our  worid 
...  our  dothes,  the  military,  science, 
autos,  medial  technology ...  every- 
thing! Its  ttve  inveSment  oppcHtuntty 
of  a  lifetime  for  those  who  buy  tomor- 
row's superstars  today.  The  monthly 
Forbes/Wolfe  Nanotech  Report 
puts  you  on  the  nght  side  of  history, 
separates  the  true  leaders  from  the 
overhyped.  Subscribe  risk-free  at  just 
$195.  Save  67.5%  and  get  2  valuable 
Free  Reports.  Satisfaction  guaranteed 
by  Forbes  Call  800-523-7967  or  go 
to  wwvv.forbeswolfe.com/frb. 
Please  use  savings  code  JN5SAVE. 
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Get  Facts  NOW!  Dont  Lose  Your  Dreai 
Award  Winning  Giant  is  Creating  $$$$ 
Featured  on  CNN! 
Ride  the  Wave  to 
Financial  Freedom  With  Us! 

www.easy1mil.us 
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Premium  Ergonomic  Task  Seatir 

Special  $389°-£ 

Full  features,  mesh 
back,  cradle  lumbar  suppc 
Free  shipping  for  a 
limited  time. 
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lnsure.com 


Auto 


Life 


Health 


Home 


0  View  instant  quotes  —  over  200  companies! 

0  Buy  from  the  company  of  your  choice 

0  A  quick  and  easy  way  to  shop  for  insurance 

Life  insurance  rates  drop  to  all-time  lows 


Monthly  Rates  for  Females 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

35 

$21 

$44 

$84 

40 

$30 

$66 

$125 

45 

$47 

$110 

$214 

50 

$70 

$168 

$331 

55 

$107 

$260 

$514 

60 

$158 

$388 

$771 

65 

$257 

$637 

$1,269 

70 

$419 

$1,041 

$2,078 

Monthly  Rates  for  Males 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

35 

$21 

$44 

$84 

40 

$30 

$68 

$131 

45 

$47 

$110 

$214 

50 

$75 

$179 

$353 

55 

$124 

$301 

$597 

60 

$198 

$486 

$967 

65 

$414 

$1,027 

$2,050 

70 

$651 

$1,619 

$3,233 

Also  available:  15,  20,  25  and  30  year  level  plans 


'The  premier  Web  site  in  terms  of  details  and  ease  of  use, 
(best  of  all,  it's  free)"  —  Yahoo!  FISANCE 

"...we'd  recommend  you  do  your  insurance  shopping 
here..."  —Barron's 

"New  source  for  best  buys  in  insurance.  One  way  to  get 
to  know  the  market."  —  Kiplinger  v  Personal  Finance 

"...provides  rock-bottom  quotes  for  life  insurance... 
this  site  is  flush  with  useful  features."     Forbes  com 


"A  godsend  for  those  who  are  shopping  around  for  the 
best  deal  in  insurance."  —  Independent  Business 

"The  best  Web  site  I've  found..."  —  The  Dallas  Morning  News 

"...outstanding  -  as  good  as  a  Web  site  on  insurance  can 
possibly  be.  Hats  off  and  a  gold  star  to  the  top  insurance 
site  on  the  Web."      Insurance  fin  Dummies 

"This...  solution  has  value  for  those  who  prize 
immediacy  and  privacy."      US  Hews  <&  World  Report 


visit  lnsure.com 

S  Or  call  1-800-441-0072  for  FREE  quotes  and  advice 

Ad  Code:  FORBS  10/06 


NOTE  The  sample  10-year  term  life  Pennsylvania  rates  shown  above  are  not  specific  to  any  individual  person  or  insurer  Please  call  1-800-441-0072 
or  visit  www.insure.com  to  obtain  personal  quotes  specific  to  your  health  history  profile.  Copyright  ©  1984-2006  Quotesmith.com,  Inc.,  8205  South  Cass 
Avenue,  Suite  102.  Darien,  Illinois,  60561.  All  rights  reserved.  CA  agent  #0A13858,  LA  agent  #200696.  MA  agent  #333509159.  Quotesmith.com,  Inc. 
dba  Insure  com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA  under  agent  #205078  Quotesmith.com,  Inc.  dba  Insure  com  Insurance 
Services.  Inc.  in  UT  under  agent  #90093.  Quotesmith  com  dba  Insure  com  and  Life  Quotes,  Inc.  in  CO. 


THOUGHTS 


On  the  Business  of  Life 


iving  away  money  is  hardly  the  hardest  thing  in  the  world  to  do.  Giving  it  in  a  way  that 
multiplies  the  intended  good  is  a  whole  other  matter.  Under  the  leadership  of  its  discerning  chief, 
Don  Platten,  Chemical  Bank  this  year  introduced  a  most  consequential  innovation  to  its 
philanthropies.  Instead  of  deciding  during  each  year  what  to  give  multiple  Good  Causes,  those  responsible 
decided  to  make  commitments  of  specific  sums  for  each  of  the  next  three  years.  Fifty-one  colleges  and 
universities  will  be  able  to  bank  on  these  funds  to  make  future  plans  with  less  uncertainty.  Ifs  a  perceptive 
approach  that  one  hopes  will  be  taken  up  by  companies  large  and  small.        —MALCOLM  S.  FORBES  (1982) 


If  a  man  is  prodigal,  he  cannot  be  truly 
generous. 

—JAMES  BOSWELL 

People  who  think  they're  generous  to  a 
fault  usually  think  that's  their  only  fault. 

—SYDNEY  J.  HARRIS 


It  is  not  enough  to  do  good;  one  must  do  it 
in  the  right  way. 

—JOHN  MORLEY 

Charity  cannot  take  the  place  of  justice 
unfairly  withheld. 

—POPE  PIUS  XI 


All  that  I  abandon,  all  that  I  give,  I  enjoy 
in  a  higher  manner  through  the  fact  that  I 
give  it  away.  To  give  is  to  enjoy  possessively 
the  object  that  one  gives. 

—JEAN-PAUL  SARTRE 


There  is  sublime  thieving  in  all  giving. 
Someone  gives  us  all  he  has  and  we 
are  his. 

—ERIC  HOFFER 


Charity  has  in  it  sometimes,  perhaps  often, 
a  savor  of  superiority. 

— J.R.  LOWELL 

He  who  throws  even  a  splinter  to  cover  a 
widow's  house  will  be  protected  by  God. 

—RUSSIAN  PROVERB 


Wealth  without  virtue  is  no  harmless 
neighbor.  Blend  them  and  walk  the  peak 
of  happiness. 

—SAPPHO 


If  we  can't  turn  the  world  around  we  can 
at  least  bolster  the  victims. 

—LIZ  CARPENTER 


If  every  American  donated  five  hours 
a  week,  it  would  equal  the  labor  of 
20  million  full-time  volunteers. 

— WHOOPI  GOLDBERG 


Money  doesn't  give  you  any  license  to 
relax.  It  gives  an  opportunity  to  use  all 
your  advantages,  free  of  financial  worries, 
to  go  forward,  and  to  use  your  superior 
advantages  and  talents  to  help  others. 

—ROSE  FITZGERALD  KENNEDY 


When  faith  and  hope  fail,  as  they  do 
sometimes,  we  must  try  charity,  which  is 
love  in  action. 

—DINAH  MARIA  MULOCK 


Service  is  what  life  is  all  about. 

—MARIAN  WRIGHT  EDELMAN 

It  is  only  in  the  giving  of  oneself  to  others 
that  we  truly  live. 

—ETHEL  PERCY  ANDRUS 


Boredom  is  the  legitimate  kingdom  of  the 
philanthropic. 

—VIRGINIA  WOOLF 

Giving,  whether  it  be  of  time,  labor, 
affection,  advice,  gifts,  or  whatever, 
is  one  of  life's  greatest  pleasures. 

—REBECCA  RUSSELL 

Nobody  shoots  at  Santa  Claus. 

—ALFRED  E.  SMITH 


He  that  hath  pity  upon  the  poor 
lendeth  unto  the  Lord;  and  that 
which  he  hath  given  will  he  pay 
Mm  again. 

—PROVERBS  19:17 


MMSMMi 


Sent  in  by  Herb  Will,  Spokane,  Wash. 
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Whether  your  network  extends  across  the  country 


or  around  the  globe,  you  can  rely  on 


Verizon  Business  to  help  you  design  and  manage  it  more 


efficiently.  With  the  power  of  our  far-reaching 


global  IP  network,  our  experts  can  create  integrated 


network  solutions  and  help  you  manage  them. 


verizonbusiness.  com 


your 
network. 


managed, 
optimized. 


©2006  Verizon  All  Rights  Reserved. 
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©2006  Mercedes-Benz  USA,  LLC 


One  man.  One  engine.  One  ideal. 


MORE  POWERFUL.  MORE  ADVANCED.  THE  VEHICLES  OF  AMG  ARE,  SIMPLY,  MORE. 


A  technician  will  hone  his  craft  for  years 
before  even  being  considered  for  AMG.  Should 
he  pass  muster,  he'll  then  join  the  select 
group  of  master  technicians  who  build  every 
Mercedes-Benz  AMG  engine.  Each  engine 
assembled  by  hand,  in  Affalterbach,  Germany. 
Each  assembled  by  a  single  individual. 


Each  engine  is  personally 
signed  and  certified. 


It  is 

This  reverence  for  individual  craftsmanship,  the  intense 
highest  standards  and  advanced  technology  is  what      to  build 


lies  at  the  heart  of  AMG.  It  is  there  in 
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Rationalizing  Wealth  ! 

A  QUESTION  FOR  A  STATISTICIAN:  HOW  FREAKISH  ARE  THOSE 
outliers  on  the  rich  list,  the  fortunes  of  Gates,  Buffett  and  Adel- 
son?  A  question  for  a  moralist:  How  appalling? 

You  could  go  crazy  trying  to  graph  the  net  worth  of  Ameri- 
cans on  a  bell  curve.  Youd  run  out  of  paper.  On  a  standard  chart 
the  plot  point  for  Bill 


Where  the  Fortunes  Lie 


$1 


$5  $25 
Net  worth  ($  billion) 


Gates  looks  like  Pluto's 
orbit.  Or,  to  put  it  in  a 
statistician's  terms,  the 
billion-dollar  fortunes 
showcased  in  this  issue 
are  a  whole  lot  more  than 
six  sigmas  away  from  the 
average  household  net 
worth,  which  is  near 
$450,000. 

As  a  first  step  in  making  our  400  fortunes  less  absurd-look- 
ing, let's  resort  to  the  artifice  of  a  ratio  scale.  Here,  a  $5  billion 
sum  (Micky  Arison's)  lies  midway  between  $  1  billion  and  $25  bil- 
lion. Now  the  outliers  aren't  lying  so  far  out.  And — the  statisti- 
cians should  like  this — the  plot  points  of  the  ridiculously  rich 
take  on  a  more  normal  slant.  The  chart  resembles  what  you'd  get 
if  you  had  rich  people  in  a  coin-flipping  tournament  and  you 
showed  the  winners,  those  who  got  more  than  50%  heads.  Gates 
got  a  particularly  large  number  of  heads. 

Is  that  what  capitalism  is  all  about,  dumb  luck?  Gates  is 
smart,  of  course,  but  he  was  lucky,  too,  in  being  in  the  right 
industry  at  the  right  time  and  so  on.  Now,  in  this  experiment, 
winning  one  more  coin  toss  doesn't  add  a  fixed  amount,  like  $100 
million,  to  your  pile.  Instead,  it  doubles  your  net  worth.  This 
process  leaves  a  lucky  few  with  towering  piles  of  cash. 

Now  let's  try  to  rationalize  an  economic  system  that  gives  one 
family  100,000  times  as  much  loot  as  the  average  family.  Average 
citizens,  even  those  with  10  or  20  times  the  average,  tend  to 
spend  their  money.  Freakishly  rich  people  often  give  a  large  frac- 
tion of  it  away.  Okay,  some  of  them  compete  to  see  whose  yacht 
is  30  feet  longer.  But  once  you  have  $10  billion,  even  a  lavish 
lifestyle  doesn't  put  much  of  a  dent  in  your  net  worth. 

I  sense  that  rivalry  in  boat  size  is  giving  way  to  rivalry  in 
charitable  endeavors.  In  this  competition,  a  passive  bequest  to  a 
foundation  doesn't  count.  To  win,  you  have  to  get  involved.  Read 
David  Whelan's  story  (see  p.  64)  about  the  fanaticism  with  which 
Alfred  Mann  is  directing  his  fortune  to  medical  research. 

For  the  cause  of  medical  progress — or  art  patronage  or  uni- 
versity endowments — wealth  concentration  is  a  good  thing. 
Thorstein  Veblen's  theory  of  conspicuous  consumption  is  dated. 
We  need  a  new  theory  of  conspicuous  philanthropy. 

EDITOR 
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Navel  Gazing 


"Anti-ban  Billionaires"  (Sept.  4,  p.  124) 
seems  to  lament  the  fact  that  the  gov- 
ernment prevents  federal  funding  of 
embryonic  stem  cell  research  when  the 
potential  medical  benefits  of  such 
therapy  are  so  great.  But  your  article 
mostly  ignores  a  tremendously  promis- 
ing option  in  stem  cell  research  today: 
umbilical  cord  stem  cells.  The  evidence 
suggests  that  umbilical  cord  stem  cells 
may  be  even  better  than  embryonic 
stem  cells  when  it  comes  to  replacing 
damaged  tissue. 

Umbilical  cord  stem  cells  are  post- 
natally  harvested  directly  from  an 
umbilical  cord.  Therefore,  there  is  no  negative  impact  on  either  the  baby  or  the 
mother.  Such  cells  have  been  used  to  treat  strokes,  kidney  damage  and 
diabetes.  In  one  instance  a  doctor  successfully  cured  a  mouse  of  type  1 
diabetes  by  transplanting  umbilical  cord  stem  cells  into  the  animal's  pancreas. 

There  are  other  remarkable  feats  accomplished  by  these  lesser-known 
types  of  stem  cells.  Public  awareness  of  the  benefits  of  their  use  has  been  lost 
in  the  obsessive  debate  over  embryonic  stem  cells.  But  scientific  evidence  con- 
cerning umbilical  cord  stem  cells  is  gaining  steam. 

KENDYL  DOWNEY 
Woodbine,  Md. 


Molecular  Medici:  billionaire  stem 
cell  backer  Eli  Broad. 


Unshelling  the  Truth? 

In  "Back  to  School"  (Sept.  18,  p.  58)  you 
take  issue  with  the  estimated  number 
of  people  with  peanut  allergy  and  its 
associated  fatality  rates.  Scientific  stud- 
ies show  that  roughly  1.5  million 
Americans  have  peanut  allergy.  A  study 
of  Canadian  schoolchildren  docu- 
mented a  rate  of  slightly  over  one  in 
100.  Fatality  estimates  are  harder  to 
determine. 

Studies  show  that  allergy  fatalities 
can  easily  be  misdiagnosed  or  misclas- 
sified.  Some  organizations  therefore 
rely  on  extrapolation  from  dated  stud- 
ies that  may  overstate  or  underestimate 
death  rates.  However,  up  to  200  food- 
allergy  deaths  per  year  have  been 
estimated  from  peer-reviewed  studies. 
In  contrast  to  hard  data,  your  story 
offers  Web  site  hit  rates  and  Web-based 
comments  to  contradict  available 


science.  Over  11  million  Americans 
now  suffer  from  food  allergies,  which 
are  on  the  rise  and  potentially  fatal. 
They  involve  more  than  just  peanuts. 

ROBERT  M.  PACENZA 
Food  Allergy  Initiative 
New  York,  N.Y. 


Shrink  Rapt 


You  missed  the  most  important  question 
of  all  in  "Booby  Prize"  (Sept.  18,  p.  202). 
I'd  like  to  know  why  the  Managers  20 
fund,  which  has  lost  an  average  of  21.1% 
a  year  for  six  years,  has  any  remaining 
assets  at  all. 

JOHN  PILAFAS 
President,  Safali  Investments 
Villa  Park,  III. 


I  Forbes 
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Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 
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Dumb,  Destructive  Move 


AN  INVIDIOUS  EFFORT  IS  UNDER  WAY  TO  UNDERMINE  OR 
abolish  the  Electoral  College.  Common  Cause — a  liberal  Wash- 
ington pressure  group — among  others,  is  pushing  to  change  to 
direct  elections  of  our  presidents  from  the  system  we've  had  since 
the  Constitution  was  ratified.  Currently  (with  the  exception  of 
Maine  and  Nebraska),  the  presidential  candidate  who  receives 
the  most  popular  votes  in  a  state  wins  its  electoral  votes,  which 
are  equal  to  its  total  representation  in  Congress.  In  2004  John 
Kerry  carried  California,  thus  winning  its  55  electoral  votes. 

The  California  legislature  recently  passed  a  bill  that  would 
award  that  states  55  electoral  votes  to  the  candidate  who  wins  the 
popular  vote  nationwide.  The  Colorado  state  senate  passed  simi- 
lar legislation  a  few  months  ago.  The  California  bill  will  take 
effect  when  enough  other  states  to  provide  a  majority  of  electoral 
votes  do  the  same.  Most  people  react  positively  to  the  notion  of 
direct  elections  for  the  presidency,  since  that's  the  way  we  choose 
all  of  our  other  elected  leaders.  But 
such  a  system  nationwide  would  have 
destructive,  long-term  consequences. 

Uniting  the  Nation 

The  virtues  of  the  Electoral  College 
are  enormous.  Candidates  are  forced 
to  wage  national  campaigns.  They 
have  to  win  an  outright  majority  of 
electoral  votes  to  capture  the  White 
House.  Contenders  with  narrow  sec- 
tional, racial  or  ideological  appeal 
thus  have  no  chance  of  triumphing. 

Ours  is  an  extraordinarily  diverse 
nation.  While  most  of  us  share  basic  principles,  we  see  many  issues 
very  differently.  For  example,  the  Republican  Party  of  Iowa  is  keenly 
interested  in  social  issues  such  as  abortion,  marriage  and  embryonic 
stem  cell  research.  The  New  Hampshire  Republican  Party,  however, 
is  much  more  libertarian  and  as  such  is  more  focused  on  taxes  and 
beating  back  attempts  to  further  regulate  gun  control.  Abortion  is 
the  leading  issue  with  only  a  relative  handful  of  party  members. 

The  Electoral  College  thus  tamps  down  divisions  instead  of 
inflaming  them.  It  pushes  serious  candidates  to  bring  diverse 
groups  together.  Yet  while  encouraging  candidates  to  put 
together  national  efforts  in  order  to  win,  the  College  also  compels 
them  to  pay  attention  to  local  issues  they  might  otherwise  ignore. 
In  so-called  battleground  states  candidates  quickly  learn  what's 
on  the  minds  of  voters.  The  system,  in  short,  keeps  wannabe 
national  leaders  more  closely  attuned  to  grassroots  sentiments. 

Another  virtue:  While  America  has  had  numerous  third  parties, 
the  current  system  invariably  sees  one  of  the  major  parties  co-opting, 


The  Founding  Fathers  got  it  right.  The  unique  Electoral 
College  they  created  at  the  Constitutional  Convention  has 
served  our  diverse,  sprawling  country  extremely  well. 


in  one  way  or  another,  issues  that  third  parties  advocate.  This  is  not 
a  bad  institutional  bias  for  a  diverse,  sprawling  nation  such  as  ours. 

A  direct  popular  vote,  by  contrast,  would  inflame  rather  than 
ameliorate  divisions.  Candidacies  would  proliferate  for  the  gen- 
eral election.  An  individual  could  win  the  White  House  with  as 
little  as  20%  of  the  popular  vote.  This  new  system  would  work 
against  putting  together  broad-based  coalitions.  Runoffs?  They'd 
require  a  Constitutional  Amendment. 

With  a  direct  popular  vote,  Washington  would  have  to  set  reg- 
ulations for  our  elections. Voting  hours  vary  from  state  to  state:  New 
York,  for  instance,  keeps  its  polls  open  for  15  hours,  other  states  for 
only  1 1  or  12.  We'd  also  have  to  set  uniform  rules  for  absentee  bal- 
lots. And  all  this  would  require  another  Constitutional  Amendment. 

Our  175,000  election  districts  would  also  require  immense 
policing  to  ensure  legitimacy.  After  all,  in  several  recent  presiden- 
tial elections  the  change  in  a  few  votes  in  each  district  would  have 
swung  the  elections  the  other  way. 

Critics  complain  that  the  Electoral 
College  forces  candidates  to  focus  on 
a  dozen  or  so  battleground  states,  ig- 
noring the  rest  of  the  country.  But  a 
popular- vote-only  election  would  have 
candidates  bypassing  all  but  a  handful 
of  large  states.  Urban  areas  would  be  the 
focus  of  campaigners;  rural  and  smaller 
suburban  regions  would  be  ignored. 

The  2000  presidential  election  was 
the  first  since  1888  in  which  a  second- 
place  winner  of  the  popular  vote  won 
the  presidency.  The  difference  in  votes 
was  infinitesimal,  and  there  was  considerable  evidence  of  voter  fraud 
in  various  parts  of  the  country.  But  more  to  the  point,  both  Al  Gore 
and  George  Bush  would  have  waged  very  different  campaigns  had 
the  contest  been  determined  by  the  winner  of  the  most  votes  nation- 
wide. They  certainly  wouldn't  have  spent  as  much  time  in  midsize  or 
small  states,  such  as  Wisconsin  and  West  Virginia.  Which  leads  to 
another  important  point:  The  Electoral  College  usually  dampens  post- 
election conflicts  when  a  vote  is  close.  In  1960,  for  example,  the  pop- 
ular vote  was  a  virtual  tie,  but  the  Electoral  College  tally  was  decisive. 

Formally  abolishing  the  Electoral  College  would  involve  a 
Constitutional  Amendment,  which  would  require  the  approval  of 
three-fourths  of  the  states.  Most  small  and  a  goodly  number  of  mid- 
size states  wouldn't  want  to  see  their  relative  power  diluted,  so  such 
an  amendment  would  have  little  chance  of  ratification.  The  Califor- 
nia-Colorado method  is  a  way  to  get  around  this  formidable  barrier. 

Why  get  rid  of  a  system  that  helps  hold  the  country  together 
to  replace  it  with  one  that  would  balkanize  it? 
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Eadand  Comment 


Murdoch  Does  It — Again 


FOR  YEARS  A  FAVORITE  INVESTOR  GAME  HAS  BEEN  TO  FIGURE  OUT 
where  Warren  Buffett  is  investing  and  then  profitably  (one  hopes) 
invest  in  his  wake.  A  better  trendsetter,  though,  would  be  Rupert  Mur- 
doch. Time  and  again  he's  confounded  skeptics  by  mak- 
ing acquisitions  and  investments  that  at  the  time  look 
extravagant  and  overly  ambitious  but  go  on  to  yield 
very  impressive  gains.  But  even  the  most  aggressive 
and  successful  equity  or  hedge  fund  would  be  hard 
put  to  top  one  of  Murdochs  latest  coups:  MySpace.com. 

Murdochs  company,  News  Corp  (full  disclosure: 
the  Forbes  on  Fox  business  show  appears  on 
Murdochs  smashingly  successful  cable  network  every 
Saturday  morning),  ponied  up  a  seemingly  stagger- 
ing $649  million  last  year  to  buy  the  parent  company 
of  MySpace.  (News  Corp  has  also  been  buying  an  array 


Rupert  Murdoch 


of  other  Internet  companies.)  When  Murdoch  purchased  MySpace, 
numbers  crunchers  concluded  that  he  had  overpaid  and  regressed 
to  the  irrational  exuberance  of  the  1999-2000  high-tech  boom. 

Now  look.  Two  months  ago  Fox  Interactive  Media,  including 
MySpace,  inked  a  deal  with  Google  wherein  that  media  titan 


promised  to'pay  a  minimum  of  $900  million  between  next  year 
and  the  second  quarter  of  2010  to  provide  search  services  and  sell 
search-related  advertising  on  its  network  of  Web  properties. 

Murdochs  scoop-up  of  MySpace  last  year  couldn't 
have  been  better  timed.  The  social-networking 
site  is  surging  in  popularity,  with  more  than  100  mil- 
lion registered  users  and  close  to  a  jaw-dropping 
60  million  monthly  users.  Today  Murdoch  could 
easily  rake  in  a  minimum  of  $1.5  billion  for 
MySpace,  a  billion  dollars  or  so  over  his  purchase 
price.  Not  bad  for  a  years  work. 

It's  no  surprise  that  MySpace.com  is  not  sitting 
on  its  ever-greening  laurels.  Hot  on  the  heels  of 
the  Google  coup,  the  company  announced  it  was 
forming  a  partnership  with  a  company  that  pro- 
vides a  service  for  selling  music  downloads.  MySpace  aficionados 
are  major  music  fans  who  often  use  the  site  to  connect  with 
favorite  artists  and  groups.  While  Apple's  hugely  successful  iTunes 
Music  Store  has  several  competitors,  none  has  made  much  of  a 
dent.  MySpace  and  its  new  partner,  Snocap,  could  be  different. 


You  Are  There 


The  Foreign  Correspondent — by  Alan  Furst  (Random  House, 
$24.95).  History  buffs,  cloak-and-dagger  fans  and  those  who 
appreciate  fine  literature  will  find  the  novels  of  Alan  Furst  irre- 
sistible. No  one  else  so  granularly,  graphically  and  dramatically 
recreates  the  atmosphere  of  prewar  and  early  World  War  II 
Europe.  His  plots  are  gripping,  his  characters  all  too  multidimen- 
sionally  human.  Yet  his  protagonists,  when  faced 
with  the  evils  of  totalitarianism,  invariably  rise 
above  their  feet  of  clay  to  do  what  has  to  be  done. 

In  his  latest  masterpiece  Furst's  understated 
hero  is  Carlo  Weisz,  a  journalist  from  Trieste  who  is 
half- Slovenian,  half-Italian.  He  works  for  Reuters  in 
Paris  and  finds  time,  at  the  behest  of  British  intelli- 
gence, to  ghostwrite  an  autobiography  of  a  dashing 
Italian  who  courageously  fought  against  fascist- 
nationalist  forces  during  the  Spanish  Civil  War. 


Weisz  also  writes  for  an  antifascist  Italian  newspaper  that  is 
smuggled  into  Italy.  When  the  paper's  editor  is  murdered  by 
Mussolini's  secret  police,  our  hero  reluctantly  takes  up  the  edito- 
rial cudgel.  He  then  takes  on  additional  risks  as  he  tries  to 
arrange  the  rescue  of  a  German  woman — his  sometime  lover, 
currently  married  to  an  aristocrat — whose  life  is  in  danger 
because  of  her  anti-Nazi  activities. 

Furst  misses  nothing  in  recreating  the  atmos- 
phere of  those  dangerous,  desperate  years.  One 
example  is  in  the  surreal  environment  surrounding 
the  Berlin  signing  of  the  Pact  of  Steel  between  Italy 
and  Germany.  Another  is  at  a  conference  of  anti- 
fascist writers,  during  which  Weisz  notices  the 
glaring,  perverse  absence  of  Russian  writers — 
victims,  of  course,  of  Stalin's  serial  purges.  This  is 
history  excitingly  brought  to  life. 


RESTAURANTS:  GO,  i  ,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


©  Arabelle— Plaza  Athenee,  37  East  64th  St.  (Tel.:  212-606- 
4647).  This  small  room  pampers  and  coddles  its  guests  in  a 
way  that  is  all  too  rare  at  expensive  Manhattan  restaurants.  It 
also  offers  what  many  equally  expensive  places  do  not:  tran- 
quility, graciousness  and  the  ability  to  hear  your  companion 
when  you  are  holding  a  lengthy  conversation.  The  food  is  very 
good— perfect  ingredients,  beautiful  presentation. 
•  Del  Posto— 85  Tenth  Ave.,  between  15th  and  16th  streets 
(Tel.:  212-497-8090).  From  the  minute  you  enter,  you  are  made 


to  feel  welcome.  The  staff  is  charming,  and  the  sommelier  out- 
standing, offering  wonderful  and  appropriate  selections  at  rea- 
sonable prices.  The  fare  is  extraordinary:  From  the  exceptional 
selection  of  breads  to  the  voluptuous  desserts,  all  are  tops. 
Favorites:  porcini  risotto,  leg  of  lamb  and  panna  cotta. 
#  Hacienda  de  Argentina— 339  East  75th  St.  (Tel.:  212-472- 
5300).  This  warm  and  cozy  spot  is  worth  returning  to  again 
and  again.  The  beef,  chops  and  fish,  as  well  as  the  side  dishes 
and  desserts,  are  all  delicious.  F 
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www.iss.net 


With  network  security,  if  you're  not  ahead  of  the  threat... 

you  're  only  reacting  to  it. 


Let  Internet  Security  Systems  stop 
network  threats  before  they  impact  your  business. 

How  do  you  ensure  compliance  and  manage  costs  when  your  security  is  less  than  certain?  Even  "zero-day"  solutions  aren't  fast 
enough  to  protect  against  losses  once  an  Internet  attack  hits.  The  alternative  is  preemptive  security  from  Internet  Security  Systems. 
Because  our  enterprise  solutions  are  based  on  the  world's  most  advanced  vulnerability  research,  only  ISS  can  can  offer  preemptive 
security  and  stop  threats  More  they  impact  your  business.  So  why  rely  on  "reaction"  when  security  can  be  a  sure  thing? 

Need  proof?  Get  a  free  whitepaper,  Preemptive  Security:  Changing  the  Rules,  at  www.iss.net/proof  or  call  800-776-2362. 


Q  Internet  I  Security  I  Systems® 

Ahead  of  the  threat. 


NETWORK  &  HOST  INTRUSION  PREVENTION 


MANAGED  SECURITY  SERVICES 


VULNERABILITY  MANAGEMENT 


ilernet  Security  Systems  Incorporated.  All  ri 


Other  Comments 


Money  is  like  muck,  not  good  except  it  be  spread. 

—FRANCIS  BACON 


Failure  Not  an  Option  This  heinous  attack  upon 

America  was  an  attack  upon  us  all.  With  America,  Britain  stands 
in  the  front  line  against  Islamist  fanatics  who  hate  our  beliefs,  our 
liberties  and  our  citizens.  We  must  not  falter.  We  must  not  fail. . . . 
We  need  to  renew  our  resolve  that,  however  bitter  or  lengthy  the 
struggle,  this  evil  shall  not  prevail. 

—MARGARET  THATCHER, 
statement  on  the  fifth  anniversary  of  the  9/11  attacks 

Man  of  His  Word  We  are  truly  fortunate  to  have  a  leader 
of  resolve  at  a  time  of  war.  Through  all  the  challenges,  [President 
Bush]  remains  the  same  man  who  stood  atop  the  rubble  of  lower 
Manhattan,  with  a  bullhorn,  vowing  to  fight  back;  the  leader  who 
told  a  grieving  nation  that  we  will  never  forget  what  was  lost;  and 
the  determined  President  who  works  every  day  to  fulfill  his  vow 
to  bring  the  enemy  to  justice  or  to  bring  justice  to  the  enemy. 

—DONALD  RUMSFELD,  Secretary  of  Defense, 
remarks  before  the  American  Legion  National  Convention 

All  Systems  Go  The  [New  York  Times  has  opined]  that 
the  "Electoral  College  is  undemocratic,"  that  a  "Wyoming  voter 
has  about  four  times  as  much  impact  on  selecting  that  states  elec- 
tors as  a  California  voter  does  on  selecting  his  states,"  and  that  it 
"discourages  turnout"  in  states  considered  noncompetitive.  If  the 
Electoral  College  is  undemocratic,  then  so  is  the  U.S.  Senate. 
Both  were  designed  by  the  Founders  to  protect  the  interests  of 
the  small  states.  Is  legislation  passed  by  the  Senate  also  illegiti- 
mate because  it  was  passed  by  senators  representing  a  minority  of 
the  population?  Wyoming's  two  senators  can  cancel  out  Califor- 
nia's senators,  who  represent  69  times  more  people.  Is  that  "fair?" 
We  are  a  republic,  not  a  democracy,  and  it's  worth  noting  that  the 
Constitution  was  sent  to  the  states  for  ratification,  not  put  to  a 
popular  vote,  with  each  state,  large  and  small,  having  one  vote 


5l% 


"And  that's  my  tomb." 


regardless  of  population.  Was  that  fair  and  democratic? 

Just  because  states  are  not  competitive  doesn't  mean  their  votes 
don't  count.  It's  hard  to  blame  voter  disinterest  on  the  Electoral  Col- 
lege in  a  country  where  more  people  know  about  Bart  Simpson 
than  the  First  Amendment.  A  more  likely  cause  for  voter  apathy 
is  gerrymandered  districts  often  in  contorted  shapes  that  have  con- 
verted the  House  of  Representatives  into  a  House  of  Lords.  As  for 
disenfranchising  voters,  how  about  the  warning  issued  to  Congress 
by  Vernon  Jordan,  former  president  of  the  National  Urban  League: 
"Instead  of  being  crucial  to  victory  in  major  states,  blacks  would 
simply  become  10%  of  the  total  electorate."  The  Electoral  College 
is  part  of  a  system  that  has  produced  the  world's  oldest  and  most 
stable  democracy.  It  ain't  broke.  Don't  fix  it. 

—  Investor's  Business  Daily 

What's  Your  Pleasure?  The  pleasures  of  ignorance 

are  as  great,  in  their  way,  as  the  pleasures  of  knowledge. 

— ALDOUS  HUXLEY 

Economic  Elixir  I  think  privatization  is  at  its  most 
noble  and  perhaps  most  subversive  in  a  Third  World  damaged 
by  aid.  Good  intentions  in  Westminster  or  Washington  crumble 
to  dust  in  Africa.  Only  the  Swiss  banks  profit  from  the  millions  of 
aid  dollars  that  pass  fleetingly  though  corrupt  tyrannies.  I  despair 
sometimes  of  the  good-hearted  nature  of  so  many  on  the  Left  in 
politics.  They  undeniably  have  the  best  of  intentions  but  they 
condescend  upon  the  poorest.  "Make  Poverty  History"  is  a  splen- 
did line.  A  better  one  would  be  "Privatize  Poverty."  Then  it  will 
evaporate. 

Privatization  is  not  about  enriching  merchant  bankers 
(though  that  may  be  one  of  its  legitimate  side  effects).  Rather, 
privatization  at  its  best  is  the  closest  thing  economics  has  to 
magic.  It  is  an  elixir  that  converts  liabilities  into  assets. 

— IOHN  BLUNDELL,  Director  General, 
Institute  of  Economic  Affairs,  The  Business  (U.K.) 

Treasonous  Tax  The  death  tax  punishes  virtue  and 
rewards  vice.  It  very  powerfully  tells  older  Americans,  "You  can't 
take  it  with  you,  and  you  can't  leave  it  to  your  children,"  encour- 
aging lavish  overconsumption  and  discouraging  the  traditional 
American  virtues  of  thrift'and  intergenerational  savings.  It 
discourages  class  mobility  by  making  it  impossible  for  many 
Americans  to  leave  their  businesses  and  farms  to  children  and 
grandchildren,  building  wealth  across  generations. 

The  Founders  considered  seizing  estates  at  death  so  outra- 
geous that  they  included  a  clause  in  the  U.S.  Constitution  that 
forbids  it  as  a  punishment  for  treason;  it  is  time  to  stop  taxing 
estates  as  a  punishment  for  achieving  the  American  Dream. 

—PHILIP  G.  KERPEN,  Free  Enterprise  Fund, 
New  York  Sun  F 
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-tier  pays  tribute  to  the  round  watch  created  in 
>  middle  of  the  last  century  with  a  new  striking 
d  sporty  addition  to  the  Pasha  de  Cartier  collection: 
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Pioneering  business  leaders  are  driving  internal  change.  We're  helping  by 
working  alongside  jour  people  to  solve  problems  and  transfer  knowledge. We're  a 
new  kind  of professional  services  firm. We  help  you  execute  jour  business-critical 
initiatives  —  internally.  As  a  global  community  of  professionals  with  an  average 
of  18  years'  experience,  we've  discovered  the  best  way  to  help  your  company 
break  out  of  the  box  is from  inside  vour  business. 


BUSINESS.  FROM  THE  INSIDE  OUT. 


800-900-1131 
resourcesglobal.com 
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BY  IGNORING  INVESTMENT  TRENDS, 

WE  SEEM  TO  HAVE  STARTED 

ANOTHER 


For  the  second  year  in  a  row,  Edward  Jones  has  been  ranked  ''Highest  in  investor  Satisfaction  With  Full  Service  Brokerage 
Firms"  by  J.D.  Power  and  Associates.  But  we're  even  happier  that  our  long-term  investment  philosophy,  neighborhood 
offices  and  commitment  to  meeting  face-to-face  with  clients  have  helped  them  achieve  their  financial  goals 

To  experience  a  different  kind  of  customer  service,  visit  us  at 
www.edwardjones.com  or  call  1-800-ED-JONES. 


Member  SIPC 

Edward  Jones  received  the  highest  numerical  score  two  years  in  a  row  among  full  service  brokerage  firms  in  the  proprietary  J.D.  Power  and 
Associates  2005-2006  Full  Service  Investor  Satisfaction  Study*!  2006  study  based  on  5,064  total  responses  measuring  20  brokerage  firms 
and  measures  opinions  of  investors  who  used  full-service  investment  institutions.  Proprietary  study  results  are  based  on  experiences  and 
perceptions  of  consumers  surveyed  from  November  2005  to  January  2006.  Your  experiences  may  vary.  Visit  idpower.com. 

©2006  Edward  Jones. 
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MAKING  SENSE  OF  INVESTING 


iCurrent  Events 


By  Paul  Johnson 


Better  to  Borrow  or  Lend? 


CHARLES  LAMB  WROTE  A  FAMOUS  ESSAY,  "THE  TWO  RACES  OF 
Men."  In  it  he  refers  to  those  who  borrow  and  those  who  lend. 
Most  people  are  brought  up  to  believe  it  is  better  to  lend  than  bor- 
row. I  certainly  was.  My  father  said  to  me,  "Never  borrow  money. 
Never  have  an  overdraft.  Only  take  out  a  mortgage  on  your  first 
home,  and  pay  it  off  as  soon  as  you  can.  Always  pay  bills  by  return 
;post."  I  have  followed  this  advice  all  my  life.  But  is  it  good  advice? 

My  friend  Jimmy  Goldsmith  took  the  opposite  view.  He  and 
I  first  met  when  he  was  16  and  had  run  away  from  school  (Eton 
College).  Hed  won  an  accumulator  bet  at  the  horse  races  and 
i  thought  it  was  time  he  began  enjoying  life.  When  he  died,  Gold- 
j  smith  was  a  billionaire  (in  dollars).  I  once  asked  him,  "What  is 
:  the  key  to  your  financial  success?"  He  replied,  "Borrowing.  I  have 
1  become  rich  on  other  peoples  money." 

Opposite  Ends  of  the  Spectrum 

The  argument — lend  (save)  or  borrow? — applies  to  countries  as 
well  as  to  individuals.  The  Chinese,  for  instance,  have  tradition- 
ally been  savers.  It's  an  axiom  of  Chinese  culture  that  a  prudent 
man  saves  40%  of  his  net  income.  This  axiom  also  applies  nation- 
ally, in  that  Chinas  policy  has  traditionally  been  to  export  the 
maximum  and  import  the  minimum.  This  approach  led  to  trou- 
ble in  the  19th  century.  Western  countries,  led  by  Britain, 
imported  vast  quantities  of  Chinese  luxury  goods  but  found  it 
nearly  impossible  to  sell  anything  there  in  return.  Opium  was  the 
one  exception — and  the  Chinese  authorities  did  their  best  to  for- 
bid its  sale  to  their  citizens.  Ultimately,  Britain  fought  a  series  of 
wars,  which  became  known  as  the  Opium  Wars,  in  order  to  force 
China  to  allow  its  sale. 

Chinese  financial  culture  has  not  changed  all  that  much,  even 
though  the  country  is  now  becoming  a  major  manufacturing 
power.  China  runs  an  enormous  balance-of-payments  surplus  by 
pegging  its  currency  low,  so  that  its  exports  are  cheap  and  its 
imports  dear.  This  makes  the  Chinese  feel  good,  morally.  But,  as 
in  the  past,  there  is  a  price  to  pay.  Pegging  its  currency  below 
market  value  means  that  China  must  spend  more  than  $100  bil- 
lion of  foreign  currency  (chiefly  U.S.  dollars)  annually  in  buying 
securities  and  other  assets,  largely  in  the  U.S. 

This  brings  me  to  American  financial  culture — spending  and 
borrowing — which  is  just  the  opposite  of  Chinas.  This  culture  was 
evident  even  in  the  colonial  days  of  the  early  17th  century.  If  fig- 
ures were  realistically  presented,  I  think  theyd  show  that  America 
has  usually  run  a  current  accounts  deficit.  King  James  Is  ministers 


persuaded  him  not  to  ban  smoking  in  England  because  tobacco 
was  the  only  crop  earning  the  growing  American  colonies  enough 
profit  to  pay  for  their  imports  of  luxury  and  manufactured  goods 
from  England.  Americans  have  traditionally  spent  up  to  the  limit — 
and  beyond — of  their  credit,  believing  that  God,  or  the  world 
economy,  would  provide.  And  it  has.  Like  Jimmy  Goldsmith,  the 
U.S.  has  become  the  worlds  richest  nation  by  using  other  peoples 
money  to  finance  its  own  spectacular  and  continuing  growth. 

Wealth  Storage 

In  the  15  or  so  years  since  1990  the  U.S.  current  accounts  deficit 
has  gone  from  0%  to  7%  of  GDP.  America  is  able  to  do  this  by 
offering  the  rest  of  the  world  the  biggest  choice  of  wealth  storage 
options — bonds  and  other  assets — that  they  can  buy  with  their 
savings,  knowing  these  instruments  are  secure  and  will  give  a 
good  return  on  investment.  The  truth  is,  if  you  make  a  lot  of 
money  by  making  cheap  goods,  as  the  Chinese  do,  or  by  selling 
expensive  oil,  as  the  Arabs  do,  you  either  have  to  spend  your 
money,  riotously,  or  save  it.  And  if  you  choose  to  save,  you  have 
to  put  those  savings  somewhere  that  is  secure  and  rewarding. 

Thanks  to  its  political  and  social  stability  and  its  record  of  a 
continually  growing  economy,  the  U.S.  has  become — almost 
unconsciously  rather  than  through  set  policy— the  biggest  and 
most  successful  wealth -storage  economy  in  history.  It  exports 
wealth -storage  facilities  in  exchange  for  net  imports  of  goods.  A 
recent  calculation  by  the  American  Enterprise  Institute  shows 
that  foreign  storage  claims  of  U.S.  assets  are  $13.5  trillion,  or 
about  25%  of  U.S.  wealth  (about  10%  of  global  wealth). 

However,  as  with  Jimmy  Goldsmith,  this  borrowing  has 
enabled  the  U.S.  to  become  richer  and  richer.  The  U.S.  also 
invests  abroad  and  now  holds  about  $  1 1  trillion  in  foreign  assets. 
That  leaves  net  foreign  claims  on  U.S.  assets  of  about  $2.5  trillion. 
But  this  is  only  20%  of  one  year's  income  for  America's  enormous 
GDP.  Moreover,  while  wealth  stored  in  the  U.S.  is  mostly  in 
short-term  assets,  American  wealth  stored  abroad  is  chiefly  in 
long-term  assets,  and  those  will  grow  in  value — and  grow 
faster — than  wealth  stored  in  the  U.S. 

The  fact  is,  in  the  international  economy  there  is  no  such 
thing  as  absolute  borrowing  or  absolute  lending;  they  are  inter- 
twined. As  an  individual,  however,  I  prefer  to  stick  with  my 
father's  advice,  for  I  put  peace  of  mind  before  other  considera- 
tions. But  for  a  giant  nation  like  the  U.S.,  the  Goldsmith  approach 
may  make  more  sense.  F 
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Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  and  Ernesto  Zedillo,  director, 
Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico,  rotate  in  writing  this  column. 
To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Digital  Rules 

By  Rich  Karlgaard,  Publisher 


Who  Wants  to  Be  Public? 


I'M  typing  this  in  the  four  seasons  hotel  business  center 
in  Boston,  where  tonight  I'll  host  an  event  for  SAS  Institute 
(www.sas.com),  one  of  the  oddest  tech  companies  in  the  world. 

SAS  sells  data-mining  and  analytics  software.  These  enable 
companies  like  Harrahs  Entertainment  to  see  deeper  patterns  in 
their  businesses  that  might  not  be  readily  apparent:  the  most 
profitable  customers,  the  customers  who  are  about  to  leave  for  a 
competitor,  and  so  on. 

As  business  grows  faster-paced  and  more  complex,  data- 
mining  and  analytics  become  increasingly  valuable.  It's  a  growing 
field,  and  SAS  is  growing  with  it.  This  Cary,  N.C.  company  is 
now  a  $1.7  billion  enterprise,  more  or  less.  I  say  more  or  less, 
because  I  can  only  take  SAS'  word  for  it.  A  distinguishing  feature 
of  SAS  is  that  it's  a  private  company.  In  fact,  SAS  is  the  largest  pri- 
vate software  company  in  the  world. 

SAS,  which  turned  30  this  year,  has  never  been  a  public  com- 
pany. Unruffled  by  Wall  Street's  hot  breath,  SAS  appears  to  be  a 
placid  place  to  work  It  sports  the  nicest  corporate  campus  I've  ever 
seen,  with  an  Olympic-size  swimming  pool,  child-care  centers 
and  a  35-hour  workweek.  SAS  has  the  lowest  employee  turnover 
rate — 4%  to  5%  a  year — of  any  U.S.  tech  company.  In  hotbeds  like 
Silicon  Valley,  employee  turnover  averages  12%  to  20%  per  year. 

During  the  Nineties'  go-go  stock  market  a  privately  held  tech 
company  like  SAS  seemed  an  anachronism  and  downright  odd. 
For  a  few  weeks  in  1999  SAS'  cofounder  and  CEO,  Jim  Goodnight 
(who  ranks  52  on  The  Forbes  400  list),  toyed  with  the  idea  of  an 
IPO.  He  was  worried  about  losing  his  top  tech  people  to  other 
local  highfliers,  such  as  Red  Hat,  which  were  doling  out  stock 
options  like  candy.  I  remember  sitting  in  Goodnight's  office  in 
May  1999.  He  said,  "Morgan  Stanley  and  Goldman  Sachs  called 


me  up  [about  an  IPO].  I  asked,  'What's  your  fee?'  They  said  7%. 
I  said,  'Make  it  0.7%  and  we'll  do  a  deal.'"  Goodnight  snickered  at 
his  punch  line.  I  knew  then  that  SAS  would  never  go  public. 

Goodnight's  resistance  to  financial  fashion  now  looks  bril- 
liant. SAS  is  a  company  on  a  roll,  with  a  clarity  of  mission. 

Apple,  Dell  and  Hewlett-Packard  are  wonderful  companies,  too. 
They  are  much  bigger  and  better  known.  But  each  is  publicly  traded 
and,  alas,  distracted  as  a  result  of  being  public:  Apple  by  an  options- 
backdating  mess,  Dell  by  apparent  accounting  misstatements  and 
HP  by  recent  boardroom  machinations  worthy  of  Shakespeare. 

Yep,  it's  a  great  time  to  be  a  privately  held  company  But  what 
happens  if,  20  years  from  now,  all  the  great  companies  have  gone 
private?  Some  half-trillion  dollars  in  LBO  and  private  equity 
funds,  just  sitting  out  there,  suggests  this  could  happen. 

A  happy  turn  for  American  democracy  and  capitalism  over 
the  past  25  years  has  been  the  vast  growth  in  the  number  of 
shareholders.  During  the  late  1970s  only  12%  of  Americans 
owned  stocks.  Now  half  do.  Broad  ownership  of  stocks  and  land 
is  the  core  of  a  strong,  politically  and  civically  engaged  middle 
class.  But  the  current  movement  to  take  American  businesses 
private  threatens  to  reverse  this  mass-shareholder  trend.  If  large 
portions  of  the  middle  class  begin  to  feel  alienated  from  the  cap- 
italist class,  I  predict  bad  things  will  happen.  South  American- 
style  populism  could  take  root.  New  Huey  Longs  would  appear. 

Owners  of  a  company  should,  of  course,  have  the  right  to 
decide  if  their  outfit  will  be  publicly  held  or  privately  owned.  But 
these  days,  in  the  aftermath  of  Sarbanes-Oxley,  the  balance  is  out 
of  whack.  And  if  the  balance  stays  out  of  whack — if  every  com- 
pany wants  to  be  private  and  none  public — that  will  be  bad  for 
the  future  of  American  democratic  capitalism. 


The  Richest  NFL 


are  the  quarterbacks,  of  course,  starters  are  paid  an 
average  $8  million  per  year.  But  the  National  Football  League's  sec- 
ond-highest-paid-player position  may  surprise  you.  It's  not  wide 
receiver,  running  back,  strong  safety  or  middle  linebacker. 

It's  left  tackle.  Average  salary:  $6  million  per  year. 

In  his  fascinating  new  book,  The  Blind  Side:  Evolution  of  a 
Game,  Michael  Lewis  looks  at  the  evolution  of  NFL  salaries.  "In 
football,  as  in  life,  the  value  we  place  on  people  changes  with  the 
rules  of  the  games  they  play,"  Lewis  writes. 

Why  is  an  NFL  left  tackle  suddenly  so  valuable? 

The  left  tackle  protects  a  right-handed  quarterbacks  blind 
side  from  fearsome  pass  rushers.  One  of  the  fiercest  was  the  New 
York  Giants'  Lawrence  Taylor.  With  17.6  million  people  watching 
during  a  Monday  Night  Football  game  in  1985,  Taylor  blindsided 


Washington  Redskins  quarterback  Joe  Theismann.  Two  leg 
bones  were  broken,  one  of  them  piercing  the  flesh.  Taylor's  blind- 
side  hit,  perfectly  legal,  ended  Theismann's  career. 

Lewis  writes:  "The  price  of  protecting  quarterbacks  was 
driven  by  the  same  forces  that  drove  the  price  of  other  kinds  of 
insurance:  It  rose  with  the  value  of  the  asset  insured,  with  the  risk 

posed  to  that  asset  When  a  star  running  back  or  wide  receiver 

is  injured,  the  coaches  worry  about  their  game  plans.  When  a  star 
quarterback  gets  hurt,  the  coaches  worry  about  their  jobs." 

If  you  liked  Lewis'  bestseller,  Moneyball,  you'll  like  The 
Blind  Side.  F 
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Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  visit 
his  home  page  at  www.karlgaard.com. 
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1  Lightning  Bolt 

AFTER  THE  UNIVERSITY  THEN  EMPLOYING  HIM 
passed  on  his  idea,  professor  John  Sperling  took  the 
plunge.  In  1976,  at  the  age  of  55,  he  started  the  Uni- 
versity of  Phoenix,  catering  to  already  working 
grown-ups  aiming  to  finish  their  schooling,  add  a 
credential  or  start  a  second  career.  Unlike  most  institutions  of  higher 
education,  the  corporate  parent,  Apollo  Group,  would  be  flexible 
in  scheduling  classes,  and  it  would  make 
a  profit.  In  1983  his  son,  Peter,  joined  the 
Phoenix- headquartered  operation.  The 
two  of  them  were  positioned  perfectly  for 
the  explosive  growth  that  came  in  adult  and 
over-the-Internet  education.  The  Sperling 
family  business  became  the  country's 
largest  private  university.  Four  years  after 
Apollo  Group  went  public  in  1994,  Sper- 
ling pere  etfils  made  The  Forbes  400  list.  Except  for  a 
three-year  break  they  have  been  on  ever  since,  this  year 
at  $1.3  billion  each  (p.  232). 

Were  they  smart  or  lucky?  To  us  it  looks  like  a 
desire  to  show  the  former  over  the  latter  was  at  least 
partly  behind  their  decision  a  few  years  ago  to  reduce 
their  active  Apollo  Group  involvement  and  strike  out 
on  sharply  different  paths  to  make  a  splash  with  new 
ventures.  The  Sperlings  wouldn't  comment. 
Early  indication:  more  lucky  than  smart. 
An  important  outside  interest  of  John,  85,  has 
been  getting  creatures— perhaps  including  himself— 
to  live  longer.  (His  Ph.D.  from  University  of  Cam- 
bridge is  unrelated:  It's  in  economics.)  His  main  vehicle  seems 
to  be  Exeter  Life  Sciences  in  Phoenix,  where  he  lives.  For  a 
$2,500  fee  one  unit,  Kronos  Group,  offers  patients  a  battery  of 
75  tests  to  determine  how  fast  they're  aging.  Another  Sperling 
business,  ViaGen,  in  Austin,  Tex.,  clones  farm  animals.  A  third, 
in  Sausalito,  Calif,  and  (groaningly)  called  Genetics  Savings  & 
Clone,  stores  DNA  and  will  clone  a  customer's  cat.  The 
$32,000  price  tag  may  be  one  reason  the  last  entry  on  its 
Web  page  listing  "our  latest  clones"  is  dated 
December  2004.  (John  spent  a  reported  $2.3 
million  on  a  failed  effort  in  Texas  to  clone 
Missy,  his  beloved  pet  dog.) 

A  committed  liberal,  John 
also  published  a  call-to- 
action  book  during  the 
2004  election  sea- 
son entitled  The 
Great  Divide:  Retro 
vs.  Metro  America. 
He  and  four  coau- 
thors describe  how 


liberal  blue  states  suck  dry  conservative  red  states.  John  funded  a 
$2  million  a'd  campaign  for  the  book.  You  might  recall  the  elec- 
toral outcome  for  George  W.  Bush  and  his  fellow  conservatives. 

Business  associates  of  Peter,  46,  say  an  additional  reason  for 
his  other  interests  was  to  show  that  he  could  thrive  outside 
his  father's  considerable  persona.  (Peter  has  kept  his  board 
seat  and  senior  vice  president  title  at  Apollo  Group,  although 
the  corporate  Web  page  doesn't  list  him  among  its  executive 
officers.)  For  three  consecutive  years  he  bought  the  most 
expensive  house  in  San  Francisco,  including  $32  million  for  an 
unfinished  Pacific  Heights  palace  with  Gordon  Getty  and 
Larry  Ellison  as  neighbors.  After  spending  another  $18  mil- 
lion, Peter  just  put  the  22,000-square-foot  house  up  for  sale,  for 
an  optimistic  $65  million.  Bay  Area  agents  even  talk  about 

something  called  the  Sperling  Fac- 
tor: "Everyone  is  expecting  to  get 
more  for  their  homes  than  they 
are  worth."  Another  Peter  Sperling 
enterprise,  Daedalus  Real  Estate 
Advisors,  is  developing  resort 
property  in  Vail,  Colo. 

Peter  and  his  family  are  said  to 
spend  most  of  their  time  in  Santa 
Barbara,  where  he  once  attended 
the  University  of  California  (before 
earning  an  M.B.A.  from  the  Uni- 
versity of  Phoenix).  He  bought  a 
big  house  there  and  helped  fund  a 
school  and  a  park.  Also  in  Santa 
Barbara:  CallWave,  a  communica- 
tion services  company  of  which 
Peter  is  chairman  and  a  19%  owner. 
Since  the  end  of  2004  the  share 
price  has  dropped  80%  to  a  recent  $3.  He  is  also  chairman  of  and 
a  large  investor  in  Communication  Services,  a  Phoenix  firm  that 
sites  cell  phone  towers,  and  Ecliptic  Enterprises,  a  small 
Pasadena,  Calif,  outfit  that  provides  images  from  space  for  gov- 
ernment and  private  customers. 

Thus  distracted,  the  pedagogic  duo  witnessed  some  serious 
slippage  at  their  university  venture.  Growth  slowed  as  baby 
boomers  aged  past  their  likely  years  of  education.  Federal  reg- 
ulators are  now  probing  dubious  stock  option  grants  while  var- 
ious lawsuits  allege  violations  of  federal  student  loan  programs 
and  recruitment  abuses.  Apollo  Group  denies  wrongdoing.  But 
from  a  peak  of  $98  in  June  2004 — the  very  same  month  John 
stepped  down  as  chairman — shares  have  fallen  to  a  recent  $50, 
helping  to  turn  a  $3.9  billion  family  fortune  into  $2.6  billion.  The 
drop  appears  to  be  many  times  the  value  of  whatever  John  and 
Peter  have  created  elsewhere.  In  January  the  Apollo  Group  chief 
executive  was  let  go,  and  John  returned  as  "acting  executive 
chairman,"  a  post  he  retains. 

Right  now  the  Sperlings  could  use  a  dose  of  both  smarts  and 
luck,  if  only  to  disprove  that  old  saw  that  the  fastest  way  to  amass 
a  small  fortune  is  to  first  have  a  large  one.        — Phyllis  Berman 


Aftermath  of  academe: 
John  Sperling  and  son,  Peter  (inset) 
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WORDS  NOT  NORMALLY  ASSOCIATED  WITH  LIFE  INSURANCE. 


Leave  it  to  American  General  Life  to  put  a  global  spin  on  Indexed  Universal  Life  Insurance. 


AIG  Elite  Global5*1  is  the  first  indexed  universal  life  (IUL)  product  that  can 
provide  indexed  interest  based  upon  a  truly  global  perspective,  yet  still 
provides  traditional  life  protection  for  your  family  or  business: 

•  strong  death  protection 

•  competitive  values  and  charges 

•  annual  effective  minimum  guaranteed  interest  rate  of  2.5%2 

•  proven,  financial  strength  of  American  General  Life,  rated  AA+ Very  Strong 
(second  highest)  by  Standard  &  Poor's  and  A++  Superior  (highest)  by  A.M.  Best'' 

•  income-tax-free  death  benefit4 

 PLUS  

•  interest  based  in  part  on  the  perf  ormance  of  three  large-cap  indices:  S&P  500® 
Index,  Dow  Jones  EURO  STOXX  50  Index*  and  the  Hang  Seng  Index 

•  indexed  interest  calculated  using  75%  of  the  return  of  the  best-performing 
index  and  25%  of  the  second-best-performing  index 

•  indexed  interest  is  credited  based  on  a  five-year  term 

•  flexibility  in  allocation  of  each  premium  to  an  indexed-interest 
or  fixed-interest  account 

Visit  www.aigag.com/EliteGlobal  or  call  your  financial  services  professional  to  find 
out  more  about  the  world  of  possibilities  AIG  Elite  Global  IUL  Insurance  of  fers. 


Policies  issued  by: 

American  General  Life  Insurance  Company 

A  member  company  ot  American  International  Group,  Inc. 
2727-A  Allen  Parkway,  Houston.  Texas  77019 

Policy  Form  Number  06444 

The  underwriting  risks,  financial  obligations  and 
support  functions  associated  with  the  policies 
issued  by  American  General  Life  Insurance  Company 
(American  General  Life)  are  its  responsibility. 
American  General  Life  is  responsible  for  its  own 
financial  condition  and  contractual  obligations. 

American  General  Life  does  not  solicit  business  in  the 
state  of  New  York.  Policies  and  riders  not  available 
in  all  states. 

©  2006  American  International  Group,  Inc. 
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On  My  Mind 


By  Joe  Queenan 


Crimson  With  Rage 

Why  doesn't  Larry  Ellison  give  his  $115  million  to  a  place  that  needs  it, 

like  St.  Joseph's  University? 


WOULDN'T  IT  BE  NICE  TO  PICK  UP 
the  newspaper  and  find  that  it  wasn't 
filled  with  stories  about  Harvard? 
Everywhere  you  turn,  Harvard  is 
staring  you  in  the  face.  Maybe  Har- 
vard's president  is  getting  axed  by  the 
Jacobin  faculty  Maybe  a  sleazy  Har- 
vard undergrad  novelist  gets  caught 
ripping  off  other  writers.  Maybe 
someone  at  Harvard  is  recalculating 
the  size  of  the  universe  or  decreeing 
that  early  admission  is  unfair  to  in- 
nocent children  or  deploring  the  Laf- 
fer  Curve  or  lamenting  the  decline  of 
manliness.  Or,  if  you're  like  New  York 
Times  columnist  Joe  Nocera,  maybe 
you  honestly  believe  that  the  public 
is  just  salivating  at  the  prospect  of 
reading  yet  another  story  about  who's 
going  to  manage  Harvard's  money. 
Golly,  what's  wrong  with  a  story 
about  the  guy  who  manages  Texas 
A&M's  money? 

I  mention  this  because  of 
Oracle  Chief  Larry  Ellison's  deci- 
sion to  withdraw  his  $115  million 
donation  to  Harvard.  The  loot  was 
supposed  to  fund  the  Ellison  Insti- 
tute for  World  Health,  a  research 

center  that,  according  to  the  Times,  would  focus  on  "examining 
the  efficiency  of  global  health  projects."  But  after  Harvard  Presi- 
dent Larry  Summers,  described  by  an  Oracle  spokesman  as  the 
"brainchild"  behind  the  project,  got  the  boot  this  spring,  Ellison 
retaliated  by  pulling  the  plug. 

Well,  hold  the  Kleenex.  Harvard  is  the  kind  of  institution  that 
doesn't  even  wince  when  a  donor  nixes  a  $1 15  million  donation;  it's 
like  dolefully  breaking  the  news  to  Prince  Charles  that  petrol  prices 
have  jumped  a  shilling.  At  most  other  institutions,  say,  my  alma  mater, 
St.  Joseph's  University,  getting  jilted  to  the  tune  of  $1 15  million  would 
be  financially  ruinous.  But  people  like  Ellison  never  give  $115  mil- 
lion to  schools  that  could  really  use  the  cash;  the  money  always  goes 
to  Harvard,  Princeton  or  Yale,  schools  that  already  have  more  cash 
in  their  vaults  than  most  African  economies.  This  isn't  just  a  case  of 
the  rich  getting  richer.  It's  a  case  of  the  rich  being  so  rich  that  they 
don't  even  care  if  they're  getting  richer. 


MonGy  always  goes  to 
schools  that  already  have 
more  cash  in  their  vaults 

than  most  African 
 economies.  


My  initial  reaction  to  the  news 
about  Ellison's  welshing  on  the 
Harvard  deal  was:  Gosh,  I  wish  he'd 
screw  my  alma  mater!  How  many 
times  I  have  dreamed  of  opening  the 
paper  and  reading  headlines  like  "St. 
Joe's  Professor  Derides  Shiite  Initia- 
tive" or  "St.  Joe's  Physicist  Snares 
Nobel  Prize  for  Charting  Caterpillar 
Genome"  or  "Hawk  Hill  Luminary 
Tapped  to  Chair  Fed"  or  even  "Wall 
Street  Wonders:  Who  Will  Manage 
St.  Joe's  Money?"  How  many  times 
have  I  fantasized  about  motoring 
down  Santa  Monica  Boulevard  past 
the  streets  named  Yale,  Harvard, 
Stanford  and  Berkeley  and  finding 
that  a  spanking  new  one — St.  Joseph's 
Street — had  been  added  to  the  ros- 
ter? How  many  times  have  I  wished 
that  some  devious  money  manage- 
ment outfit  would  christen  itself  the 
Saint  Joseph  Fund  just  so  investors 
would  be  gulled  into  thinking  that 
the  firm  was  affiliated  with  the  finan- 
cial wizards  at  Hawk  Hill? 

It  is  too  much  to.  hope  that 
Larry  Ellison  or  Warren  Buffett  or 
Henry  Kravis  would  ever  donate 
$115  million  to  a  noble  but  tiny  institution  like  St.  Joseph's.  But 
just  for  once,  if  only  for  the  prestige  element,  couldn't  a  Larry 
Ellison  make  a  phony  announcement  about  donating  $115  mil- 
lion, followed  by  a  press  release  stating  that  the  $1 15  million  gift 
has  been  withdrawn? 

I  think  I  speak  for  most  St.  Joe's  alumni  when  I  say  that  I'd 
rather  have  Larry  Ellison  not  give  $115  million  to  my  alma  mater 
than  to  actually  fork  over  the  moolah.  We'd  all  love  to  experience 
that  one  shining  moment  of  glory  when  the  New  York  Times  ran 
the  headline  "Oracle  Chief  Withdraws  $115  Million  Donation  to 
St.  Joseph's  University;  Hawk  Hill  Reaction:  Ho-Hum." 

Alas,  that  dream  will  never  come  to  pass,  just  as  Harvard 
alumni,  like  my  daughter,  can  only  dream  of  having  a  basketball 
team  that  doesn't  suck.  St.  Joe's,  let  us  note  in  passing,  occupied 
the  No.  1  slot  in  the  NCAA  rankings  as  recently  as  two  seasons 
ago.  And  we  didn't  need  Larry  Ellison's  money  to  do  it.  F 
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ACTIVE  DEFENSE  SYSTEM 


1  VITA  LIFT  SPF15 

ANTMA/RiNKLE  &  FIRMING 

UVA/UVB  SUNSCREEN 


Profits  Up. 
Wrinkles  Down. 


NEW 

VITA  LIFT  SPF  15 

Anti-wrinkle  &  Firming 
Moisturizer  with 
uva/uvb  sunscreen 

Now  L'Oreal  invents  a  moisturizer  with 
sunscreen  that  reduces  the  signs  of  aging 


>  visibly  reduces  wrinkles  in  4  weeks 
>  firms  face  and  neck 
>  keeps  skin  hydrated  (but  not  greasy)  for  24  hours 
>  protects  skin  with  SPF  1 5  sunscreen 


- — ^-** 
LMBS 


w 

NT 


24H: 


:  BPFc 


ind  in  the  shaving  aisle  of  chain  drug,  food  and  mass  market  retailers, 
'isit  WWW.lorealmen.com  to  learn  more  about  your  skin. 
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BECAUSE  YOU'RE  WORTH  IT  TOO' 


Follow-Through 


FEBRUARY  28,  2005 

Getting  Rich  On 
The  Sidelines 

Since  our  cover  story  on  Mortimer 
Zuckerman's  real  estate  adventures,  the 
chief  of  Boston  Properties  hasn't  exactly 
been  a  busy  builder.  Despite  a  solid  bal- 
ance sheet  and  a  record  of  1 24  buildings 
across  the  nation,  Zuckerman's  real  estate 
investment  trust  has  passed  on  some 
coveted  development  opportunities. 


Rival  Forbes  400  members  Steven  Roth 
and  Stephen  Ross  gobbled  up  a  deal  to 
build  an  office  skyscraper  next  to  New 
York  City's  Madison  Square  Garden 
while  Zeckendorf  Development  and 
Goldman  Sachs  snapped  up  a  prime  plot 
at  15  Central  Park  West  that  they'll  con- 
vert to  $1  billion  in  residential  condos. 
Now,  according  to  a  recent  securities 
filing,  Boston  Properties  is  assembling 
a  development  plot  on  Manhattan's 
West  Side,  though  neither  Zucker- 
man  nor  his  partner  Edward  Linde 
will  elaborate.  Zuckerman's 
investors  don't  care  that  he's  mov- 
ing slowly  Rising  office  rents  in  Zuck- 
erman's key  markets — New  York,  Boston, 
and  Washington,  D.C. — have  driven 
shares  in  Boston  Properties  up  73%  since 
our  story,  hiking  Zuckerman's  net  worth 
from  $1.9  billion  to  $2.5  billion. 

— Stephane  Fitch 

OCTOBER  10,  200S 

What  Housing  Bust? 

When  we  last  visited  Daniel  Gilbert, 
founder  and  chairman  of  Quicken  Loans, 
the  end  of  the  housing  boom  was  nigh. 
Now  that  it's  arrived,  Gilbert,  44,  isn't  fret- 
ting. "We've  been  waiting  for  this  market 
for  years,"  he  boasts.  Unlike  online  rivals, 
Gilbert  has  registered  his  online  operation 
in  all  50  states,  many  of  which  have  differ- 


ent closing  customs,  appraisal  procedures 
and  incarnations  of  homeowner  insur- 
ance. That  should  allow  him  to  poach 
from  other  online  lenders  in  a  tough  envi- 
ronment, he  argues.  So  far,  it's  working. 
Last  year  ended  on  a  high  note,  with  rev- 
enues up  42%  to  $554  million.  Gilbert 
says  Quicken  Loans,  the  nation's  biggest 
Internet  lender,  will  process  $18  billion  in 
loans  this  year,  up  from  $16  billion  last 
year.  Gilbert  also  enjoyed  a  good  year  as  a 
sports  owner.  His  Cleveland  Cavaliers 
made  the  NBA  playoffs  for  the  first  time 
since  1997.  This  summer  he  bucked  the 
odds  by  keeping  megastar  LeBron  James 
in  a  small  market,  signing  him  to  a  four- 
year,  $60  million  contract  extension. 

— Monte  Burke 

NOVEMBER  1,  2004 

Fickle  Fashion  Fortune 

As  fashions  come  and  go,  so  do  apparel 
fortunes.  Urban  Outfitters  Chief  Execu- 
tive Richard  Hayne  was  worth  just  under 
$l  billion  in  2004,  based  on  his  then-30% 
stake  in  his  company.  He  was  selling 
youthful  fashion  while  keeping  costs  and 
growth  tightly  tailored.  This  year  his 
clothes  were  a  flop.  He  has  dropped  from 
our  list,  a  consequence  of  the  (split- 
adjusted)  17%  drop  his  company's  stock 
has  suffered  since  our  story  came  out. 

—Heidi  Brown 


FLASHBACKS 


85  YEARS  AGO  IN  FORBES  |  AUGUST  20,  1921 

Curse  of  the  Rich  The  absence  of  wealth  is  often  a  bless- 
ing rather  than  a  curse.  Did  not  W.K.  Vanderbilt  and  young 
John  D.  Rockefeller  not  long  ago  bewail  the  fact  that  they 
were  not  born  poor,  as  the  possession  of  enormous  wealth 
robbed  them  of  the  incentive,  common  to  most  men,  of  faring 
forth  into  the  world  to  make  money  and  make  headway? 


20  YEARS  AGO  IN  FORBES 


OCTOBER  27,  1986 

$179  Million  Doesn't  Cut  It 

With  $179  million,  one  would  think  most 
anything  was  affordable.  But  that  would 
be  a  million  bucks  shy  of  what  it  takes 
I  this  year  to  be  one  of  the  400  richest 
"  people  in  America.  Last  year,  with  a  mere 


$150  million,  you'd  have  been  on  the  list.  Fourteen  percent 
of  last  year's  400  bit  the  dust.  Seven,  literally.  Thanks  to  Richter- 
scale  stock  market  earthquakes,  and  the  continued  whammy 
on  oil,  a  number  fell  out  of  this  Forbes  number.  Busted 
marriages,  busted  trusts  and  going  bust  knocked  off  others. 

This  year  the  Forbes  400  cutoff  is  $1  billion  (worth  $600  million 
in  1986  dollars). 

15  YEARS  AGO  IN  FORBES  |  OCTOBER  21, 1991 

Stealing  Money  The  belief  that  all  wealth  comes  from 
stealing  may  be  popular  in  prisons  and  at  Harvard  and  in 
Georgetown's  bars.  Under  the  wealth-is-theft  thesis,  the  Gilded 
Era,  the  Roaring  Twenties  and  the  Roaring  Eighties  all  emerge 
as  mere  waves  of  crime  swelling  toward  an  inevitable  crash. 
The  trouble  with  the  thesis  is  that  these  eras  also  turn  out  to  be 
the  periods  of  greatest  U.S.  economic  growth  and  progress. 
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follow-Through 


Dropouts 


Tis'ch,  Preston  R. 

Loews 


Rich,  Robert  Sr. 

nondairy  creamer 


Death,  a  housing  slowdown,  stock  drops 
and  legal  problems  knocked  42  people  off 
last  years  Forbes  400  list.  Several  dropped 
off  because  of  acts  of  generosity,  including 
the  $1.3  billion  in  Golden  West  Financial 
stock  that  Herbert  and  Marion  Sandler 

DROPPED 

together  donated  to  undisclosed  charities 


Rockefeller,  Winthrop 

Standard  Oil 


DECEASED 


Arrillaga,  John 

real  estate 


Bass,  Perry 

oil,  investments 


Bowes,  William 

venture  capital 


Cargill,  James  R. 

inheritance 


Case,  Stephen 

AOL 


Cargill,  Margaret  Anne 

inheritance 


Chaplin,  Harvey  &  family 

wine  distribution 


Frank,  Sidney 

Grey  Goose 


Comer,  Gary 

Lands'  End 


Marshall,  E.  Pierce 

oil  services 


Connell,  Grover 

real  estate,  equipment  leasing 


Copley,  David 

newspapers 


Davis,  Barbara  &  family 

inheritance 

Ford,  William  Clay  Sr. 

Ford  Motor 

Forstmann,  Theodore 

leveraged  buyouts 

Gabelli,  Mario 

mutual  funds 

Glazer,  Guilford 

real  estate 

Hayne,  Richard 

Urban  Outfitters 

Horton,  Donald 

real  estate 


Hsieh,  Ming 

Cogent 


AmencanAirlines,  AA.com  and  We  Know  why  you  tly  are  marks  ot  American  Airlines,  Inc. 


Mandelbaum, 
David  &  family 

real  estate 

Manoogian,  Richard 

i  industrial  goods,  lumber 

Mays,  L.  Lowry 

Clear  Channel  Communications 

McCaw,  Bruce  R. 

communications,  telecom 

McCaw,  John  Elroy  Jr. 

communications,  telecom 

pates,  Marvin  L  "Buzz 

real  estate 

psher,  Bernard 

banking 

Pasculano,  Lynne 

i  inheritance 

Peery,  Richard 

real  estate 


Sidney  Frank  Stephen  Case 


Martha  Stewart 


Rizzuto,  Leandro  R 

Conair 

Robinson,  Jesse  Mack 

banking,  insurance 

Rock,  Arthur 

venture  capital 

Sandler,  Herbert 

finance,  banking 

Sandler,  Marion 

finance,  banking 


Shorenstein,  Walter 


real  estate 


Sillerman,  Robert  F.X. 

media,  entertainment 

Stewart,  Martha 

media,  entertainment 


iald 


Tyson  Foods 


Watkins,  Edward  G,  ill 

manufacturing,  security  systems 


Outfront 

WWW.FORBES.COM 


SHORTLY  AFTER  IGOR  M. 
Olenicoff  was  born  near 
Moscow  in  1942,  his 
Tsarist-connected  family 
fled  Communist  Russia 
for  Allied-occupied  Iran. 
There  he  attended  an  Eng- 
lish-language school  run 
by  missionaries.  When  he  was  15,  Olenicoff 
says,  his  parents,  his  brother  and  he  arrived 
in  New  York  with  $800  and  four  suitcases. 
They  were  robbed  and  headed  west.  At  the 
University  of  Southern  California,  Olenicoff 
earned  degrees  in  corporate  finance  and  math- 
ematics plus  an  M.B.A.  He  worked  as  a  con- 
sultant and  corporate  executive  before  launch- 
ing a  real  estate  development  business  in  1973. 
Today  his  Olen  Properties  Corp.,  in  Newport 
Beach,  Calif,  owns  1 1,000  residential  units  and 
6.25  million  square  feet  of  commercial  space 
in  California,  Nevada,  Florida  and  Chicago. 

We  reckon  all  this  gives  Olenicoff  a  net 
worth  of  $1.6  billion.  That  assumes  that  he  is 
the  sole  owner  of  Olen,  an  assumption  justi- 
fied by  what  he  originally  led  us  (and  has  led 
folks  in  the  real  estate  business)  to  believe.  Ah, 

MYSTERY  MAN 


but  Olenicoff  seems  to  tell  a  different  story  to 
the  Internal  Revenue  Service  and  people  who 
are  suing  him.  He's  told  them  that  he  doesn't 
own  Olen  Properties  at  all.  When  FORBES  con- 
fronted Olenicoff  about  the  contradiction,  he 
said  that  since  1980,  Olen  has  been  owned  by 
an  offshore  company — incorporated  in  the 
Cayman  Islands,  the  Bahamas  and  now 
Denmark — in  which  he  has  no  ownership. 

Okay,  if  Olenicoff  doesn't  own  this 
mysterious  migrating  corporate  parent,  is  the 
parent  perhaps  owned  by  an  offshore  trust 
benefiting  his  family?  A.N.  Pritzker  famously 
set  up  trusts  in  the  Bahamas  in  1963,  saving 
the  billionaire  clan  a  bundle  in  estate  taxes. 
"That's  a  good  question,"  Olenicoff  responds, 
lust  not  one  he  will  answer. 

The  IRS  isn't  so  reticent.  It  thinks  Oleni- 
coff owns  the  company,  and  if  it's  correct, 
Olenicoff  may  be  a  poster  boy  for  a  less  seemly 
version  of  the  American  dream,  the  one  in 
which  wealth  is  built  not  just  with  brains  and 
entrepreneurial  grit,  which  Olenicoff  has  in 
abundance,  but  also  with  offshore  tax  and 
creditor  dodges. 

In  U.S.  Tax  Court  filings  the  IRS  claims 


Olenicoff  is  the  "ultimate  owner"  not  just  of 
Olen  Properties  but  also  of  Sovereign  Bancorp 
Ltd.,  a  Bahamian  company  formed  in  1990. 
He  used  Sovereign,  the  IRS  asserts,  to  evade 
taxes  and  hide  assets  from  the  IRS  and  cred- 
itors. In  an  April  court  filing  the  government 
said  there's  an  ongoing  criminal  tax  investi- 
gation of  Olenicoff  involving  "substantially 
similar  issues."  The  IRS  has  sent  Olenicoff  a 
bill  for  $44  million  in  back  taxes  and  $33  mil- 
lion in  civil  fraud  penalties  based  on  Sover- 
eign's income  for  1996  and  1997.  That  may 
be,  if  the  IRS  is  behaving  the  way  it  usually  does, 
a  somewhat  inflated  calculation. 

Olenicoff  asserted  in  an  e-mail  to  FORBES 
that  his  tax  problems  are  about  to  be  settled 
on  favorable  terms,  now  that  "higher-up 
minds  in  the  tax  service"  have  finally  accepted 
his  version  of  the  facts.  "There  is  no  open  in- 
vestigation or  open  audit,"  he  wrote.  But  when 
asked  whether  that  deal  would  bring  an  end, 
without  charges,  to  the  criminal  investigation 
of  his  activities,  he  said  he  didn't  know.  The 
criminal  inquiry,  Olenicoff  noted,  covers  dif- 
ferent tax  years,  2002  and  2003.. 

Olenicoff  insists  in  court  filings  and  told 


The  Billionaire  With 
The  Empty  Pockets 

IGOR  OLENICOFF  fled  Communist  Russia  and  is  now  a  U.S.  real  estate 
developer  worth  $1.6  billion.  Or  a  lot  less,  depending  on  who's  listening. 

By  Janet  Novack  and  Tatiana  Serafin 
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FORBES  that  Sovereign  merely  lent  money  to 
Olen  and  was  unrelated  to  him  or  Olen. 
Sovereign  was  set  up,  he  says,  by  the  "Vozrozh- 
deniye  [Renaissance]  Fund,"  which  he  describes 
as  a  Russian  agency  "created  by  Boris  Yeltsin" 
to  make  offshore  investments.  As  of  1996  Sov- 
ereign held  $270  million  in  assets,  according 
to  an  accounting  the  IRS  says  Olenicoff  gave 
a  bank 

No  doubt,  though,  that  Olenicoff  is  run- 
ning Olen.  Explaining  why  Olen  sues  renters 
who  walk  out  on  their  leases,  he  says:  "If  the 
money  is  owed,  I'll  chase  them  until  they  drop, 
because  it  wasn't  easy  for  me  to  make  it." 

"For  me"?  Olenicoff  has  spent  decades  act- 
ing and  talking  as  if  he  does  own  Olen, 
although  he  insists  that  if  asked  directly,  he 
doesn't  claim  to  own  it.  "Everyone  in  Orange 
County  assumes,  obviously,  I'm  the  ultimate 
owner  because  it  seems  to  be  a  one-man  show;' 
he  says.  "All  of  our  employees  believe  that  I'm 
the  sole  owner;  you  ask  anybody  and  they'll 
say,  'Igor.'"  Before  the  death  of  his  son,  An- 
drei, at  32,  in  a  car  accident  last  year,  Oleni- 
coff talked  about  passing  down  the  business 
to  him.  Now  he's  grooming  his  daughter,  Na- 
talia, as  a  successor.  But  what  exactly  is  he  pass- 
ing down?  The  real  estate  he  admits  his  fam- 
ily owns — houses  and  an  apartment  building, 
none  of  it  held  in  his  individual  name — is 
worth  less  than  $50  million,  Olenicoff  figures. 

When  real  estate  values  were  booming 
in  the  1980s,  the  ownership  of  Olen  Proper- 
ties never  seemed  to  be  in  doubt.  In  1988 
FORBES  named  Olenicoff  a  near  miss  for  the 
400  list,  estimating  his  worth  at  $200  million. 

In  1990,  with  real  estate  values  in  decline, 
Olenicoff  started  moving  assets  around.  He 
split  Olen  Properties  into  three  new  compa- 
nies, each  holding  real  estate  securing  loans 
from  one  of  three  lenders:  Prudential  Insur- 
ance; Swiss  Bank;  and  National  Depository 
Corp.  Ltd.,  the  Bahamas  company  which, 
Olenicoff  has  said  in  Tax  Court  filings,  owned 
Olen  through  the  1990s  and  was  in  turn 
owned  by  an  Iranian  corporation.  In  1992 
Olenicoff  put  the  company  that  owed  Pruden- 
tial $143  million  into  Chapter  1 1  bankruptcy. 
Prudential  sued  Olenicoff  personally  for 
fraud,  claiming  that  when  it  originally  lent  Olen 
the  money,  he  had  represented  that  he— not 
some  offshore  entity — owned  Olen.  Olenicoff 
denied  wrongdoing,  and  the  suit  was  settled. 

Prudential  fought  to  block  the  reorgani- 


DOING  GOOD- 
IN  PRISON 

f.*f*rm**<^         Like  Igor  Oleni- 
coff,  Leandro  P. 
£  Rizzuto  had  his 

\    »/     tax  problems — 
^  §/      but  they  landed 

/jf       him  in  jail.  Riz- 
*pv^^k  zuto,  owner  of 
■      ,     IH*-*''    appliance  maker 
H;vj'  :;    Conair,  served  27 
[      .    B        months  in  fed- 
i  |£39£|    eral  prison  for 

diverting  income  into  secret  foreign 
bank  accounts.  But  Rizzuto,  68, 
seemed  to  make  the  most  of  his  con- 
finement. He  revamped  his  estate  plan 
to  give  90%  of  his  $990  million  for- 
tune to  charity.  He  conceived  a  track- 
ing system,  using  radio  frequency  ID 
tags,  to  verify  that  shipping  containers 
destined  for  the  U.S.  haven't  been 
tampered  with,  according  to  a  court 
filing  by  Rizzuto's  lawyers,  who  in  May 
successfully  petitioned  to  end  his 
supervised  probation  early.  (He  was 
released  from  prison  in  2005.)  Rizzuto 
dropped  off  the  400  list  this  year,  as 
the  cutoff  rose  to  $1  billion.  —J.N. 

zation  plan  as  well,  arguing  that  Olenicoff  had 
shown  "bad  faith"  by  divesting  valuable  as- 
sets— such  as  moving  a  portfolio  of  secured 
notes  to  Sovereign — and  failing  to  disclose  the 
true  identity  of  the  various  entities.  The  bank- 
ruptcy judge  sided  with  Olenicoff  while  not- 
ing there  were  some  suspicious  indicators. 

Other  questions  about  Olenicoff  s  asset 
shuffles  cropped  up.  After  a  former  business 
partner  wpn  a  $3.3  million  judgment  against 
Olenicoff,  he  moved  $60  million  in  corporate 
cash  offshore  to  parent  National  Depository 
and  disposed  of  U.S.  assets  in  his  own  name. 
In  a  1993  deposition  Olenicoff  said  he  didn't 
even  have  a  personal  U.S.  bank  account  and 
paid  bills  with  cash  drawn  from  a  Russian 
account.  "I  carry  around  a  stack  of  hundred- 
dollar  bills,  and  when  it  gets  low,  I  may  have 
to  go  to  Russia."  Olenicoff  later  settled  with 
the  partner  for  under  $1  million. 

The  IRS  began  auditing  the  Olen  corpo- 
rations in  1997.  In  2001  it  sent  back  tax  bills 
for  1993  through  1996.  Among  other  things, 
the  IRS  disallowed  what  it  said  were  sham 


transactions  between  the  Olen  companies, 
Sovereign  and  National  Depository.  Those  P 
cases  were  settled  in  2003. 

The  I RS  then  sent  Olenicoff  a  big  personal  f 
tax  bill  for  the  1 996  and  1 997  income  of  Sov-  I 
ereign.  Under  Bahamian  law,  the  ownership  [ 
of  Sovereign  is  confidential.  But  the  IRS  , 
points  to  several  indications  of  his  ownership : 
documents  he  signed  for  Sovereign  andBL 
accounts  he  opened  for  it;  representations  heH 
made  to  lenders;  and  payments  Sovereign  I 
made  allegedly  for  his  benefit,  including  hall  I 
a  million  dollars  in  1996  to  cover  yacht  costs.  H 

The  government  also  found  it  odd  that  I 
from  1992  to  1997  Olenicoff  reported  little  ■ 
income:  none  from  Sovereign  and  just  Is 
$  1 5,000  from  Olen.  Hardly  enough,  the  gov- 1 
ernment  says,  to  cover  his  lifestyle.  Olenicoff  ■ 
says  he  lived  simply  and  that  Sovereign  E 
owned  half  the  yacht  and  made  money  when  I J 
it  was  sold.  His  current  120- foot  motor  yacht  H 
is  owned  by  Olen  Properties,  which,  ofl 
course,  he  doesn't  own. 

In  1998  Olenicoff  started  taking  a  real 
salary,  now  in  the  seven  figures,  he  says.  "Olen 
is  doing  extremely  well.  We  netted  over  $50 
million  last  year.  We  paid  taxes,"  he  says. 

Olenicoff  says  the  matter  has  dragged  on 
so  long  because  of  the  difficulty  the  IRS  had 
verifying  the  Russian  connection.  As  he 
colorfully  relates  it,  Russian  tax  authorities  at 
first  told  the  IRS  to  go  "pound  sand."  Then  a 
Russian  bank  that  bankrolled  Sovereign  was 
shut  in  1999,  and  its  records  were  "loaded  up 
by  the  government  in  three  huge  semis,  which 
just  happened  to  go  off  the  bridge  in  the  mid- 
dle of  the  river."  Olenicoff  produced  for  IRS 
agents  a  self-described  Russian  general  to  at- 
test to  Sovereign's  formation  at  Yeltsin's  behest 
Olenicoff  recounts  in  an  e-mail  to  FORBES  how 
the  general,  ticked  off  at  the  IRS,  responded 
in  Russian:  "Just  several  years  ago  I  was  in 
charge  of  pushing  the  button  that  would  have 
wiped  your  agency  off  the  Washington  map!" 

In  court  filings  the  IRS  says  Olenicoff  was 
uncooperative  during  the  audit  and  tried  to 
keep  the  government  from  getting  records. 
Moreover,  it  complains,  mail  sent  to  the  per- 
sonal addresses  Olenicoff  provided  came 
back  marked  "refused"  or  "not  at  address."  In 
fact,  the  two  sides  don't  even  agree  where 
Olenicoff  lives.  The  IRS  says  he's  a  resident  of 
California.  He  says  he  lives  in  Florida.  Guess 
which  doesn't  have  a  state  income  tax.  F 
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HAVING    YOUR    CAKE    AND     EATING     IT  TOO 


having  a  good  life 


The  most  precious  asset  is  time.  And  every  day,  we  help  our  clients  make  the  most  of  it.  Because  we  take  the  time  to  get  to 
know  them,  and  their  needs.  And  then  we  continually  re-evaluate  those  needs  as  things  change.  Using  all  our  resources  to 
see  the  opportunities  that  may  lie  ahead,  as  well  as  the  risks.  So  they  can  make  the  most  of  their  investments,  and  their  time. 
If  you'd  like  to  know  more  about  how  we  can  help  you,  call  William  Morrison  at  1-800-468-2352  or  visit  northerntrust.com. 


Northern  Thist 


Private  Banking    |    Asset  Management    |    Financial  Planning    |    Trust  Services    |    Estate  Planning  Services    |    Business  Banking 


SOAP  OPERA 


The  Father,  the  Son  and  High  Society 

The  son  of  ailing  Brooke  Astor  is  sick  and  tired  of  New  York's  socialites — and  his 
son — ganging  up  on  him  over  his  mother's  treatment.  He  tells  his  side  for  the 

first  time  j  By  Neil  Weinberg 


WHEN  ANTHONY 
Marshall  landed  on 
Iwo  Jima  in  1945, 
half  his  platoon  was  mowed 
down,  others  were  maimed 
and  the  20-year-old  lieutenant 
was  wounded  in  the  foot.  It 
was  brutal,  Marshall  recalls, 
but  a  notch  below  what  he  says 
he's  suffered  the  past  few 
months  at  the  hands  of  New 
York  high  society  and  a  scan- 
dal-mongering  press.  "This  is 
worse  than  Iwo  Jima  because 
my  wounds  there  healed," 
laments  Marshall,  82,  in  a 
three-hour  interview  with 
FORBES,  his  first  with  the 
media  since  a  family  scandal 
chock-full  of  boldface  names 
erupted  in  July. 

Marshall  is  now  on  a 
counterattack  in  a  juicy  contre- 
temps that  serves  up  lessons 
for  families  grappling  with 


ft 

Worse  than  war: 
Anthony  Marshall 
(left),  and  with  his 
mother,  Brooke 
Astor,  at  a  wedding 
she  reportedly 
boycotted. 


wealth  transfer.  Marshall's  son, 
Philip,  has  accused  his  father  of 
leaving  the  ailing  104-year-old 
Brooke  Astor  wallowing  in  a 
squalid  Park  Avenue  apart- 
ment as  he  skimped  on  her 
care  and  stole  her  assets.  This 
is  the  grande  dame  of  New 
York  who  gave  $200  million  to 
charity.  Brooke  was  married  to 
Vincent  Astor  (died  1959),  an 
heir  to  the  Astor  fur  and  real 
estate  fortune.  Annette  de  la 
Renta  (Oscar's  wife)  pushed  to 
get  herself  appointed  as  Astor  s 
new  guardian,  a  bid  backed  by 
heavyweights  Henry  Kissinger 
and  David  Rockefeller. 

A  New  York  Supreme 
Court  temporarily  suspended 
Marshall's  decades-old  power 
of  attorney  over  his  mother, 
putting  her  care  in  the  hands  of 
De  la  Renta  and  her  finances  in 
those  of  IPMorgan  Chase. 


t 


As  the  legal  battle  flares,  a 
savvy  p.r.  campaign,  whose 
funding  remains  uncertain,  has 
orchestrated  a  media  blitz  por- 
traying Marshall  as  a  heartless 
cheapskate  and  his  wife,  Char- 
lene,  as  a  gold  digger.  Hate 
mail  abounds. 

It's  quite  a  come-down  for 
the  former  Marine,  who  also 
worked  as  a  CIA  agent,  U.S.  am- 
bassador, Tony-winning  pro- 
ducer and  money  manager, 
who  says  he  has  increased  his 
mothers  fortune  from  $19  mil- 
lion to  $82  million  since  1980. 
Charlene,  a  lay  minister,  has 
been  vilified  for  divorcing  a 
Maine  minister  to  marry  Tony 
in  1992. 

To  hear  the  Marshalls  spec- 
ulate, the  "opposition"  has  vari- 
ous motives:  Philip  Marshall, 
53,  a  professor  of  historic 
preservation  at  Roger  Williams 
University,  is  angry  at  getting 
short  shrift  in  his  grand- 
mother's will.  Annette  de  la 
Renta  is  seeking  to  cement  her 
status  as  New  York's  next 
grande  dame.  Astor  s  staff  is 
steamed  that  Marshall  fired  a 
buder.  "The  motivation  is 


stricdy  concern  with  the  well- 
being  of  Mrs.  Astor,"  counters 
the  petitioners'  spokesman. 

"What  I'd  really  like  to 
know  is  who  is  giving  orders.  It 
isn't  Henry  [Kissinger].  Is  it 
Annette  [de  la  Renta]?  Is  it 
David  [Rockefeller]?  It  certainly 
isn't  Philip.  It's  out  of  his  ball- 
park," says  Marshall,  who  criti- 
cizes others  with  reluctance. 

Some  of  the  kitchen-sink 
allegations  against  the  Mar- 
shalls are  clearly  overblown,  if 
not  wrong.  The  legal  petition 
by  Philip,  who  visited  his 
grandmother  once  or  twice  a 
year,  claims  his  father  cut  her 
medication  to  save  money. 
Tony,  who  visited  almost  daily, 
says  it  was  on  doctors  orders. 
The  press  has  reported  allega- 
tions of  bogus  signatures  on 
codicils  to  Astor's  will.  Her  son 
says  that  lawyers  and  witnesses 
were  in  the  room  when  she 
signed  each.  He  says  a  $3.4 
million  gift  from  his  mother, 
portrayed  as  sinister,  was  part 
of  a  gift  she  approved  in  writ- 
ing under  the  auspices  of  Sulli- 
van &  Cromwell. 

To  back  a  charge  of  bad 
blood  between  Tony's  mother 
and  his  wife,  writer  Dominick 
Dunne  claims  in  Vanity  Fair 
magazine  that  Astor  boycotted 
the  wedding  of  Charlene's 
daughter.  So  what's  Brooke 
doing  in  the  Marshalls'  photo 
of  the  event  (shown  above)7. 

"The  opposition's  prime  in- 
terest is  not  in  my  mother's 
care  but  her  estate  and  control 
over  her  life,"  Tony  says.  "This 
could  happen  to  anybody'  F 
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*M  i  c  KOREA 

Asian  Games  in  Incheon 


CMttl 
INCHEON  FREE  ECONOMIC  ZONE 

www.ifez.go.kr 


What  ? 


Northeast  Asia's 
New  Destination 
for 

Global  Business 


Designated  as  Korea's  first  Free  Economic  Zone  in  July  2003 
Comprised  of  three  specialized  areas  covering  51,739  acres  (209km') 
Transforming  Incheon  into  Asia's  leading  International  Business  Hub 


Why  ? 


Center  of  Asia  :  access  to  51  cities  each  with  population  of  over  1  million  within  3.5  hour  flight 

Investment  Incentives  :  tax  relief,  deregulation,  support  from  local  &  national  governments 

Sea  &  Air-Ports  :  world's  3rd  largest  cargo  airport  strategically  located  near  seaport  and  hinterlands 

Proximity  to  Seoul :  25  million  consumers  and  high-quality  human  resources 

Foreigner-Oriented  Environment :  world-class  amenities  in  an  eco-friendly.  technologically-advanced  setting 


How  ? 

■  Phased  Development  Plan:  to  be  completed  by  year  2020  at  a  cost  of  US  $200  billion 

■  Songdo  Area  (13,162  acres):  IT/BT  and  R&D  Complex,  international  business 

■  Yeongjong  Area  (34,183  acres):  air  &  sea  logistics,  marina  resort 

■  Cheongna  Area  (4,394  acres):  leisure  &  sports,  theme  parks,  stem-cell  research 


*               if*  ;s 

if  it 

ft 

no  nark.        Sonedo-Done.  Yeonsu-Gu.  Incheon.  South  Korea      TEL  +82.32.4c;3.7-«i  /  FAX  +82.^2.4c;^.7^oq     Email :  ifezfc  incheon. eo.kr 
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SPEED  WEALTH 


Another  Hour,  Another  Million 

When  the  money  started  coming  in  for  these  folks,  it  came  fast — real  fast. 

>{don  Adelson  net  worth:  $20.5  billion  Years  to  first  billion 

money  earned  per  day  in  first  two  years  of  being  a  rich  lister  with  a  public  company:  $23.6  mil  ^  ^ 


$13.4  mil  5 
$13.3  mil  5 
$12.8  mil  3 


Sergey  Brin  net  worth:  $14.1  billion 

Larry  Page  net  worth:  $14  billion 

Jeffrey  Bezos  net  worth:  $3.6  billion 

Bill  Gates  net  worth:  $53  billion 
$1.8  mil  1  2 

net  worth  at  time  of  death  in  1992:  $28  billion 
$360,000  1  9 

Larry  Ellison  net  worth:  $19.5  billion 
$310,000  1  5 


It  took  casino  mogul  Sheldon  Adelson  1 1  years 
(counting  from  when  he  moved  to  Las  Vegas 
and  started  taking  bets)  to  make  his  first  billion. 
But  it's  the  billions  he's  made  since  that  are  really 
impressive.  Just  two  years  ago,  according  to  our 
calculations,  he  was  worth  $3  billion.  Then  he 
took  his  Las  Vegas  Sands  public.  And  now  he's 
been  getting  rich  faster  than,  as  far  as  we  can 
tell,  anyone  in  history.  Over  the  past  two  years 
Adelson  has  made  $23.6  million  a  day — just 
under  $1  million  a  hour.  At  that  pace  he'll 
eclipse  Bill  Gates  as  the  richest  man  in  the  coun- 
try sometime  in  2012,  assuming  Gates'  fortune 
grows  at  $2.5  billion  a  year  (as  it  has  for  the  past 
four  years).  Here's  a  rough  look  at  the  money- 
making  performances  of  some  billionaires,  past 
and  present,  during  their  first  two  years  on  the 
rich  list  owning  a  public  company. 

— Emily  Douglas  and  Matthew  Miller 


A  (Bigger)  Check  Is  in  the 


Our  estimate  of  the  net  worth  of  California  real  estate  developer  Donald  Bren,  74, 
got  caught  up  in  a  nasty  child  support  fight  he's  engaged  in  with  his  jilted  ex-lover. 
Jennifer  McKay  Gold,  52,  the  mother  of  two  children  (now  teens)  born  out  of 
wedlock  with  Bren,  filed  suit  in  2003,  accusing  him  of  breaking  pillow- talk  promises 

of  more  money. 

Bren  had  agreed  in  documents  signed  by  Gold  to  pay  her  $18,000,  plus  an 
average  of  $10,000  for  add-ons  for  both  children,  per  month.  But  surely  Bren 
could  afford  more  than  that,  argued  her  Los  Angeles  lawyer,  Hillel  Chodos,  in 
court  papers.  He  pointed  out  that  FORBES  estimated  Bren's  worth  at  S4  billion 
in  2003  (we  now  have  him  at  S8.5  billion),  yet  that  wasn't  reflected  by  the  income 
Bren  admitted  to  the  court:  an  average  annual  $14.4  million  from  wages  and  divi- 
dends  between  1988  and  2002.  Assuming  a  6%  income  stream  on  FORBES'  net  worth  estimate,  Chodos  stated  Bren 
should  be  paying  $2.25  million  a  month.  (Bren's  spokesperson  says  net  worth  is  not  relevant  in  establishing  support, 
in  California.)  Gold  claimed  Bren  was  asking  for  receipts  for  purchases  as  low  as  $30. 

A  California  Family  Law  Court  ordered  him  in  March  to  up  his  payments  to  $24,000,  plus  an  extra  $10,000  monthly,  •« 
but  declined  to  require  him  to  publicly  disclose  his  assets.  Bren,  who  has  five  other  children,  has  met  court-ordered  obliga- 
tions and  calls  the  lawsuit  "unfortunate  and  unnecessaryr  Chodos  declines  to  talk  The  suit  continues.     — Tatiana  Serafin 
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T;S  NOT  EXPENSIVE  TO  LOOK  EXPENSIVE 
HP  COLOR  LASERJETS  STARTING  AT  $399 


t  makes  more  sense  than  ever  to  get  an  HP  Color  LaserJet  printer.  These 
letwork-ready  and  have  renowned  print  quality  when  you  use  HP  ColorSphere 
oner.  And  best  of  all,  they're  all  from  HP  PC  Magazine's  Readers'  Choice  for 
Service  and  Reliability  for  14  straight  years.  Brilliantly  Simpl 


i&AViM  lit 


r  reseller  or 

P  Estimated  U.S  retail 


To  learn  more  or  see  special  o 
Call  1-800-888-3119.  Visit  you 


FASTEST 

HP  Color  LaserJet  3800n. 
Up  to  22  pages  a  minute. 
There's  no  deadline  it  can't  meet. 

$999. 


HP  Color  LaserJet  3600a 
Up  to  17  pages  a  minute, 
A  great  fit  for  a  growing  business. 

$699. 


HP  Color  LaserJet  2600n. 
Up  to  8  pages  a  minute. 
More  affordable  than  ever. 


$399. 


A  year  ago  CARL  ICAHN  was  being  his  usual  self:  an  obsessed  "shareholder  activist" 
bullying  a  big  company — in  this  case,  Time  Warner — to  cut  costs,  change  manage- 
ment and  sell  off  assets  to  raise  share  prices.  Then  in  February  he  cut  a  deal  with 
Chief  Executive  Richard  Parsons  and  walked  away.  Time  Warner  shares  are  flat  since 
he  got  involved.  Had  the  man  who  made  billions  buying  and  rebuilding  U.S.  Steel  and 
Texaco — and  perhaps  inspiring  the  "Gordon  Gekko"  character  in  the  movie  Wall 
Street—  gotten  soft?  He  spoke  recently  to  FORRES  in  his  Manhattan  office. 

—Matthew  Miller 


You  recently  suggested  to  potential 
investors  that  you're  starting  a  new 
fund  to  invest  in  Time  Warner.  Again? 
Icahn:  You're  going  to  start  in  on  this  al- 
ready? (laughs)  Time  Warner  is  a  very  un- 
dervalued company.  I  certainly  still  believe 
they  should  break  it  up  into  four  parts. 

Did  you  give  up  the  fight  too  fast  in 

February? 

Icahn:  Basically  they  agreed  to  buy  back 
$20  billion  in  stock,  take  out  a  lot  of  costs 
and  to  consult  with  us  on  electing  board 
members.  I  thought  it  was  a  good  deal. 
And  I  think  it  will  work  out  in  the  long 
term.  I  do  not  believe  we  are  that  far  apart 
in  our  thinking. 


So  you  have  no  intentions  of  getting 
into  a  proxy  fight  at  this  point? 
Icahn:  I  don't  want  to  discuss  that. 

What's  your  view  on  executive 
compensation? 

Icahn:  It's  absurd  that  in  many  instances 
CEOs  are  making  500  times  the  income 
of  the  average  worker,  who  is  making  less 
than  he  did  in  the  1970s,  when  you  look 
at  real  income  relative  to  inflation.  I  read 
a  statistic  the  other  day:  In  America  18% 
of  people  are  below  the  poverty  level. 
Tell  me  how  you  can  justify  this,  given 
our  great  country  and  the  fact  that  top 
management  are  being  paid  what 
they're  paid. 


An  average  worker  might  ask,  "Who 
is  this  guy  to  talk?  He's  a  billionaire." 
Icahn:  True,  but  I  started  out  as  a  kid 
from  Queens  with  no  money.  Don't  get 
me  wrong.  I  like  making  money  and  see- 
ing returns,  and  I  love  what  I  do.  But 
activism  is  a  good  thing  for  the  economy 
and  for  this  country.  Bad  managers  do 
bad  things. 

What  do  you  make  of  backdated 
stock  options? 

Icahn:  They're  deplorable.  Too  many 
boards  are  happy  just  rubberstamping 
whatever  CEOs  ask  for.  They're  often  bud- 
dies, or  on  each  other's  boards.  And  that's 
why  the  situation  is  a  travesty  in  many 
companies. 

Do  you  support  the  estate  tax? 
Icahn:  I  don't  think  it's  a  bad  thing. 
I  love  what  Warren  Buffett  did.  Over  a 
certain  amount,  the  net  worth  of 
an  individual  should  be  left  to  a  foun- 
dation. I  plan  to  do  something  along 
those  lines. 

Why  do  you  disdain  the  term 
"corporate  raider"? 
Icahn:  I  don't  disdain  it.  I  think  it's  a  mis- 
nomer. "Raider"  was  a  public  relations 
slur  made  up  by  incumbent  managers  in 
the  1980s  as  a  counterattack  against 
someone  who  had  the  temerity  to  put 
their  company  under  public  scrutiny.  In 
almost  every  company  that  I  have  taken 
control  of,  I  have  invested  capital  rather 
than  taken  any. 

What  do  you  want  your  legacy  to  be? 
Icahn:  I  love  finding  great  undervalued  as- 
sets and  then  strategizing  on  how  to  max- 
imize their  value  often  by  simply  making 
changes  in  the  executive  suite.  People  have 
no  idea  how  terribly  managed  too  many  of 
our  corporations  are.  I'd  like  my  legacy  to 
be  that  I  was  instrumental  in  bringing  about 
a  secular  change  in  corporate  governance 
so  that  the  egregious  abuses  of  executive 
power  at  so  many  of  our  corporations  will 
be  controlled  and  managements  will  be- 
come accountable.  If  this  does  not  occur  we 
will  continue  to  lose  out  to  the  developing 
world,  and  our  economic  hegemony  will  be 
no  more.  F 
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he  water.  The  park.  The  grass. 
The  trees.  The  sunsets. 

After  all, 
you  do  live  on  an  island. 


magine  The  Rushmore  -  with  forever 
unobstructed  views  of  the  Hudson  River, 
spacious  private  terraces  and  elegant 
parks  on  every  corner.  Preeminent  architect 
Costas  Kondylis  has  designed  his  latest 
masterpiece  on  the  Upper  West  Side. 
The  Rushmore's  sixteen-story  base  gives 
rise  to  two  soaring  towers  and  features 
unmatched  interior  design  choices  and 
world-class  resort-like  amenities,  including: 


A  gracious  selection  of  custom  interior 
finishes  with  your  choice  of  three  kitchen 
designs  and  two  bathroom  schemes 

Premium  appliances,  fixtures,  and 
accessories  including  Sub-Zero, 
Miele,  Viking,  and  Waterworks 

Concierge  and  Doorman 

Abigail  Michaels  lifestyle  managers, 
a  member  of  Les  Clefs  d'Or 

La  Palestra  Wellness  Center 

50'  Swimming  Pool 

Garden  Atrium 

Atrium  Library 

Landscaped  Sundeck 

Entertainment  Suite  with 
catering  capabilities 

Private  Theater 

Family  Game  Room 

Indoor  Playground  exclusively 
designed  by  Kidville,  NY 

Billiards  Room 

On-site  Parking  available 


ONE-  TO  FIVE-BEDROOM 
HOMES  FROM  $1,000,000 
TO  OVER  $7,000,000 


Riverside   &   6  4  t  h 

Beyond  Comparison 


I EXTELL 


corcorangroup 

fnarrketing 


The  complete  offering  terms  ate  in  an  offering  plan  available     equal  HOUSING 
from  the  sponsor:  CRP/Extell  Parcel  I.  LP.  File  No.  Co  05-0600,     oppohtun  - 
800  Third  Avenue,  4th  Floor.  New  York.  NY  10022. 


Bill  Gates: 


Pain 


Start  your  calculator,  Bill  Gates.  Iowa  plaintiff  lawyers  want  Microsoft  to  pay 
pain-and-suffering-like  damages  to  consumers  of  Microsoft  products. 
Microsoft's  actions,  according  to  the  plaintiffs,  have  denied  consumers  a  better 
computing  experience  (remember  Netscape?),  so  they  deserve  compensation 
for  "lost  innovation"  in  the  marketplace.  The  class  action,  banging  around  Iowa 
state  courts  for  six  years,  is  one  of  the  last  suits  remaining  in  Microsoft's  long 
antitrust  battles  and  is  on  the  docket  for  November.  "Can  [this  case]  expand 
the  thinking  of  courts  generally  about  what  appropriate  damages  are  in 
antitrust  cases?  Yes,  I  think  so,"  says  plaintiff  counsel  Roxanne  Barton  Conlin. 

Interesting  take,  considering  that  it  would  take  a  soothsayer  to  predict  how 
our  computing  experience  would  have  been  different.  "It  would  be  extremely 
difficult  to  prove  damages  for  'lost  innovation,'  even  if  there  are  damages,"  says 
New  York  University  law  professor  Eleanor  Fox.  Indeed,  at  least  one  federal 
court  has  tossed  out  the  argument  before. 

Since  resolving  the  feds'  antitrust  allegations,  Microsoft  has  settled  more 
than  a  dozen  private  plaintiff  cases.  In  those  cases  Microsoft  has  paid  $2.1  bil- 
lion for  alleged  overcharging,  a  more  common  refrain  in  lawsuits  against  the 
software  giant. 

Microsoft  has  asked  again  to  have  the  suit  dismissed.  Gates  is  a  potential 
witness,  but  we  suspect  he's  not  yet  preparing.  —Emily  Lambert 


NICE  MOVES 


Siebei's  No  Dummy 


How  Tom  Siebel  avoided  $58  million  in  taxes  when  he 
sold  to  Oracle — on  the  up  and  up  |  By  Elyse  Graham 


WHY  PAY  TAX  IF  YOU  DON'T  HAVE 
to?  Thomas  Siebel  used  a  corpo- 
rate beast  with  the  colorful  name 
"horizontal  double  dummy"  to  avoid  a  big 
tax  hit  when  he  sold  his  Siebel  Systems  to 
Oracle  this  year.  Worth  $1.5  billion  and 
No.  242  on  our  rich  list,  Siebel  sidestepped 
a  capital  gains  tax  bill  of  at  least  $58  million 
by  employing  the  perfecdy  legal  device.  His 
Siebel  stock  was  valued  at  $488  million  at 
the  time  of  the  $5.8  billion  merger. 

Normally,  for  a  merger  to  qualify  as  a 
tax-free  transaction,  at  least  40%  of  the 
consideration  paid  by  the  buying  com- 
pany has  to  consist  of  stock.  Oracle  wasn't 
willing  to  issue  that  many  shares,  and 
Siebel  was  willing  to  sell  his  9%  of  Siebel 
only  on  a  tax-free  basis. 

So  tax  lawyers  dug  up  the  double 


dummy,  first  used  in  1978  in  an  acquisition 
by  Unilever  of  National  Starch,  to  turn  the 
transaction  into  a  stock  deal  for  Siebel. 

A  holding  company  dubbed  Ozark 
Holdings  was  formed,  which  in  turn 
formed  two  transitory  subsidiaries — the 
"dummies"  of  the  deal.  One  dummy 
merged  with  Oracle,  and  Oracle  stock  was 
exchanged  entirely  for  Ozark  Holdings 
stock.  Simultaneously  the  other  dummy 
merged  with  Siebel.  Only  30%  of  Siebel 
stock  was  exchanged  for  Ozark  Holdings 
stock;  the  rest  was  exchanged  for  cash. 

At  the  time  of  the  merger  the  dum- 
mies were  dissolved  and  Ozark  Holdings 
was  renamed  Oracle.  Tom  Siebel  doesn't 
owe  tax  unless — and  until — he  sells  his 
Oracle  shares. 

Robert  Willens,  a  Lehman  Brothers 


Siebel  wanted  tax  free, 
so  he  got  tax  free. 


tax  expert,  says  the  double  dummy  is  the 
most  creative  tax-avoidance  procedure 
he's  seen.  "Back  in  1978  this  was  the  tax 
equivalent  of  inventing  penicillin," 
he  says.  F 
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front 


SPENDING 


The  Cost  Of 
Living  Extremely 
Well  Index 

Think  4%  inflation  is  too  high?  Our 
basket  of  luxury  goods  costs  7%  more 
than  one  year  ago. 


2005 

2006 

CHANGE 

Silverware/  Leno> 

.,  Williamsburg  Shell  pattern,  four-piece 

place  setting  for  12 

Higher  sterling 

silver  prices  have  helped  drive  up  the 

price  of  this  setting  by  25 

%. 

$4356 

$5,424 

25% 

Helicopter/  Sikorsky  S-76C++,  VIP  options 

Speed,  range  and  reliability  make  this  flying  machine  a 

helicopter  for  VIPs. 

$10  mil 

$11  mil 

10% 

Airplane/  Learjet  40XR,  standard  equipment 

certified,  6  passengers 

The  next  generation  of  the  popular  Learjet  40  has  enhanced 
engines  said  to  deliver  improved  time-to-climb  and  cruise  speeds. 


$8,405,000  $8,750,000 


4% 


Shotguns/  pair  of  James  Purdey  &  Sons  (12  gauge  side-by-side), 
Griffin  &  Howe,  Bernardsville,  N.J.  &  Greenwich,  Conn. 

Blame  unfavorable  exchange  rates:  After  holding  steady  for  two 
years,  the  price  of  these  British-made  shotguns  climbed  1 1  %. 


$167,512  $185,655 


11% 


Swimming  pool/  Olympic  (50  meters)  Mission  Pools,  Escondido,  Calif. 

Concrete,  steel,  PVC  pipe  all  cost  more  this  year,  helping  to 
inflate  the  list  price  of  this  pool. 


$1,250,000  $1,312,500 


5% 


J  I 


SU.KAIR  TO  •  PHUKET  •  CHIANG  MAI  •  YANGON  •  LANGKAW!  •  DAVAO  •  BALIKPAPAN  •  KOTA  KINABALU  •  SURABAYA 
KUCHING  •  LOMBOK  •  MANADO  •  MEDAN  •  PALEMBANG  •  SOLO  CITY  *  PHNOM  PENH  •  SIEM  REAP  •  DANANG  •  CEBU 


EXOTIC 


SOUTHEAST  ASIA 


PENANG 
INH  CITY 


*SilkAir  is  the  regional  wing  of  Singopore  Airlines. 

See  more  of  Southeast  Asia.  Singapore  Airlines  offers  49  weekly  round-trip  flights  between  the  U.S.  and 
Singapore  with  convenient  connections  to  over  26  Southeast  Asian  destinations.  En  route,  enjoy  the  inflight 
service  even  other  airlines  talk  about,  www.singaporeair.com 


First 

to  Fly 


_ 


2ooe 


SinGAPORE  AIRLinES 


A  great  way  to  fly 

A  STAR  ALLIANCE  MEMBER     w  ^ 


oc 


Photograph  by 
David  Schiriman  for  Forbes 

56      FORBES      OCTOBER  9,  2005 


ME  FORBES  400 


A 


FORBES  400 


The  Turbulent  Times  of  Donald  Trump 

From  the  outset,  in  the  1970s,  the  developer  always  has  aimed  high,  but  in  the  early  1990s  he  came  crashing  down.  Then  he 
clawed  his  way  back  and  today  has  his  name  all  over,  even  if  others  are  assuming  the  risk  for  him. 


Commodore 
Hotel 


1946:  Developer  Fred 
C.  Trump  and  his  wife 
have  new  son,  Donald. 
1976:  Trump  proposes 
to  reconstruct 
Commodore  Hotel 
adjacent  to  Grand 
Central  Terminal  into 
luxury  hotel  with  tax 
help  from  New  York  City, 
enraging  several  com- 
peting hotel  operators. 
1978:  Sells  stake  in  hotel  to  Hyatt,  breaks 
ground. 

1979:  Buys  Bonwit  Teller  Building  on  Fifth 
Avenue  and  picks  up  enough  air  rights  to  replace 
it  with  68-story  tower. 

1980:  Preservationists,  art  lovers  outraged  as 
Trump  sledgehammers  beloved  sculptures  on 
Bonwit  facade  to  make  way  for  Trump  Tower. 
1982:  Trump  gets  casino  license  in  New  Jersey. 


1983:  Trump  forms  New  Jersey  Generals  football 
team  for  nascent  USFL  pro  league. 
1984:  Trump  proposes  world's  tallest  building 
on  landfill  at  South  Street  Seaport  in  Manhattan. 
(Building  never  breaks  ground.) 
1984:  Trump  sues  architecture  critic  of  "Chicago 
Tribune,"  Paul  Gapp,  for  $500  million  for  his  neg- 
ative article  on  world's-tallest-building  plan. 
1985:  Trump  proposes  to  erect  domed  stadium 
for  New  Jersey  Gener- 
als next  to  Shea 
Stadium  in  Queens. 
1986:  NYC  gives  Trump 
okay  to  rebuild  Central 
Park's  ailing  Wollman 
ice  rink;  rink  reopens 
just  months  later. 
1987:  Trump  calls  New 
York  City  mayor  Ed  Koch 
a  "moron"  for  impeding 
his  plan  to  develop  TV 


Wollman  Rink 


studios  for  NBC;  weighs  bid  for  mayoral  race. 

1987:  Trump  considers  bid  for  Bally  casinos. 

1988:  Wins  right  to  host  Mike  Tyson-Michae 

Spinks  boxing  match;  says  he'll  advise  Tyson 

career  and  financial  matters. 

1988:  Trump  buys  Eastern  Air  Lines  shuttle. 

1988:  Trump  signs  on  to  sponsor  of  Tour  deTn 

cycling  stage  race  in  U.S. 

1989:  Trump  and  Lorimar  Television  discuss 

developing  syndicated  game  show  "Trump  C 

(Show  never  airs.) 


Donald  Trump,  famous  for  his 
wealth,  infamous  for  his  ego, 
has  a  dim  view  of  the  world. 
To  the  real  estate  mogul  and 
TV  star,  most  people  are  either 
"enemies,"  "bastards,"  "sleazebags"  or  "stone- 
cold  losers."  He  isn't  acting  when  a  little  glee 
creeps  into  his  curt  dismissal  of  contestants 
on  The  Apprentice:  "You're  fired." 

But  there  are  two  souls  Trump  trusts,  the 
ultimate  apprentices:  his  oldest  children,  Don- 
ald Jr.,  28,  known  as  Don,  and  Ivanka,  24. 
Enough  that  they  are  gradually  assuming  day- 
to-day  responsibilities  in  the  Trump  property 
empire,  which  has  four  developments  of  its 
own  and,  as  a  label  for  hire,  is  a  consultant 
and  front  for  dozens  of  buildings  that  oth- 
ers construct.  The  Trumps,  that  is,  run  a  fran- 
chising operation  for  condo  vendors. 

At  60,  Donald  J.  Trump  remains  firmly 
in  control  of  his  real  estate  company,  the 
Trump  Organization,  overseeing  things  great 
and  small.  But  as  his  kids  jet  around  the  world 
to  check  on  his  projects,  he's  devoting  even 
more  time  to  his  public  appearances  (he  was 
at  Hugh  Hefner's  80th  birthday  party  this 
spring).  And  he's  eyeing  new  reality  TV  shows 
now  that  The  Apprentice  is  fading  in  the  rat- 
ings. One  idea:  a  knockoff  of  the  Monopoly 
board  game,  apt  for  a  man  whose  casinos  are 
fixtures  on  the  Atlantic  City  boardwalk 


Ivanka  and  Don  embody  two  sides  of 
their  father.  Ivanka,  a  former  model,  is  the 
spotlight-loving  Ms.  Outside,  and  her  brother 
is  the  detail-obsessed  Mr.  Inside.  The  family 
dynamics  3rc  on  view  on  s  recent  Sunday 
evening  when  Donald  Trump  walks  onto  the 
stage  of  the  Los  Angeles  Convention  Center 
to  the  din  of  an  adoring  crowd.  The  audience 
of 54,000  would-be  real  estate  millionaires  has 
been  whipped  into  a  frenzy  by  two  dozen  hip- 
hop  dancers  gyrating  to  the  slick  theme  music 
from  The  Apprentice.  Trump,  who  is  getting 
$1  million  for  the  speaking  gig,  says  he  looks 
forward  to  their  questions.  "Ideally,  to  be  sex- 
ually oriented,"  he  says.  Not  about  "real 
estate,  which  is  boring." 

Don  Jr.  is  not  present.  He  is  spending  an 
unglamorous  weekend  back  in  the  family's 
New  York  base,  fielding  phone  calls  from 
project  managers,  builders  and  lawyers.  "I 
know  the  entertainment  stuff  helps  us,"  he 
says.  "But  somebody's  got  to  stay  here  to 
remind  everybody  that  we  build  buildings." 

Ivanka  is  decidedly  present  in  L.A.  An 
audience  member  asks  her  father  for  a  date 
with  her.  "On  The  View,  I  said  she  was  so 
beautiful  that  if  she  weren't  my  daughter,  I'd 
date  her  myself?'  he  says,  then  beckons  Ivanka 
to  the  stage  to  further  rev  up  the  crowd. 
"Okay,  honey,  now  sit  down — get  the  hell 
outta  here,"  he  says.  She  feigns  offense,  then 


flashes  a  bulletproof  smile. 

Donald  Trump  learned  the  business 
from  his  father,  Fred,  a  housing  developer  in 
New  York's  outer  boroughs  of  Queens  and 
Brooklyn.  "One  advantage  my  father  had 
was  that  he  knew  what  everything  cost," 
Trump  wrote  in  a  memoir.  Well  versed  in 
Fred's  hard-negotiating  style,  the  ambitious 
young  Donald  Trump  made  his  mark  in  the 
mid-1970s  by  invading  Manhattan.  After 
bare-knuckled  bargaining  with  the  city,  he 
won  tax  breaks  to  refurbish  a  rundown 
hotel  near  Grand  Central  Terminal. 

Trump  has  been  an  exacting  tutor  to  his 
offspring,  whether  the  subject  is  how  con- 
crete is  mixed  or  how  the  celebrated  surname 
is  marketed.  They  now  are  in  the  postgrad 
phase.  While  Trump  still  gets  a  last  word  on 
every  deal  Don  Jr.  and  Ivanka  arrange,  a  large 
number  of  details  are  in  the  kids'  hands.  "I'm 
very  proud  of  my  children,"  he  says.  "They're 
doing  a  terrific  job." 

Give  the  man  his  due:  Beyond  his  oper- 
atic personal  life  and  tempest-tossed  business 
career,  the  truth  is  that  he  understands  how 
to  make  good  deals,  build  good  buildings  and 
make  good  money.  "People  say  he's  not  worth 
this  or  he  doesn't  really  own  that,"  says  New 
York  developer  Richard  LeFrak  "But  meas- 
ure him  by  what  he  gets  built.  It's  impressive." 

Trump  has  made  a  handsome  recovery 


58      FORBES       OCTOBER  9,  2006 


1990:  Trump  announces 
his  marriage  to  former 
Czech  Olympic  skier 
Ivana  Trump  is  "no 
longer  working  out"; 
begins  dating  model 
Maria  Maples  publicly. 
1990:  Trump  opens  Taj 
Mahal  casino  in  Atlantic 
City. 

1990:  Trump's  purchase 
Hotel  across  from  Cen- 
rk  fails  to  meet  expecta- 
cover  interest  payments. 
Trump  borrows  to  make 
ents  to  casino  bondholders. 
I:  Trump  buys  Dutch  ship- 
tsells  it  two  months  later. 
I:  Trump  hires  Stephen  Bol- 
ch  to  sort  out  debt  problems,  partly  disman- 
ipire. 

I:  Trump  and  Maples  get  engaged. 
::  Taj  Mahal  wobbles  out  of  bankruptcy. 
I:  Maples  gives  birth  to  Trump  daughter 
jy;  couple  marries  at  Plaza  Hotel. 
Trump  sells  glamorous  Plaza  Hotel  at  loss; 


Taj  Mahal 


buys  vacant  landmark,  40 
Wall  Street. 

1997:  With  GE  Capital, 
redevelops  Gulf 
&  Western  office  building 
into  Trump  International 
Hotel  &  Tower  condo-hotel. 
1997:  Separates,  divorces 
Maples. 

1998:  Unveils  controversial 
design  for  residential  sky- 
scraper near  U.N. 
1999:  Trump's  father,  Fred,  dies. 
2003:  With  producer  Mark  Bur- 
nett launches  first  season  of 
"The  Apprentice." 
2004:  Demolishes  Chicago 
Sun-Times  Building  to  make 
way  for  92-story  hotel  condo; 
names  "Apprentice"  winner 
"owner's  representative"  on 
project. 

2005:  Trump  cedes  chief 
executive  title  of  casino  com- 
pany after  bankruptcy  and 
reorganization. 


2005:  Weds  Melania  Knauss  in  Florida. 
2005:  Launches  Martha  Stewart  "Apprentice" 
spinoff.  Later  canceled  by  NBC. 
2006:  Melania  Trump  gives  birth  to  son,  Barron 
William.  Trump  says  name  is  "pretentious — but 
I'm  pretentious,  so  why  shouldn't  he  be?" 


"The  Apprentice 


from  the  early  1990s,  when  he  was  on  the 
brink  of  insolvency  because  he  borrowed  too 
much  and  real  estate  tanked.  The  last  vestige 
of  that  bloody  era  played  out  two  years  ago 
with  the  bankruptcy  filing  of  his  publicly 
traded  casino  company,  which  is  separate 
from  the  privately  held  Trump  Organization. 
Trump  Entertainment  Resorts  emerged  from 
Chapter  1 1  in  mid-2005  with  Trumps  equity 
stake  reduced  from  47%  to  31%.  Trump  was 
shorn  of  the  chief  executive  role;  he  remains 
chairman.  Don  Jr.  and  Ivanka  aren't  involved 
in  running  the  casinos. 

Through  it  all  Trump  has  nurtured  a 
valuable  brand  name  that  has  withstood  the 
scorn  of  his  many  critics.  Dumped  from  the 
Forbes  400  during  his  down  spell,  he  returned 
in  1996.  We  estimate  Trumps  fortune  at  $2.9 
billion  (see  box,  p.  60).  Trump  insists  he  is 
worth  $6  billion. 

These  days  the  Trump  Organization  is 
more  careful.  It  oversees  the  building  of 
residential  condo  towers  that  it  does  not  own. 
Other  people,  ranging  from  little-known 
developers  to  magnates  like  Forbes  400 
member  Jorge  Perez  of  Miami,  put  up  the 
money  and  hire  the  contractors.  Then  the 
attention-drawing  "Trump"  moniker  gets 
slapped  on  the  project.  The  Trumps  promote 
the  project  and  advise  on  planning,  architec- 
ture and  marketing  in  exchange  for  fees  and 


a  cut  of  the  gross  sales. 

An  impressive  33  such  Trump  franchise 
projects  now  are  under  way,  seven  of  them 
"condo  hotels,"  where  investors  buy  a  room 
from  the  Trumps  and  their  backer,  getting 
the  right  to  cream  off  rental  income  in  the 
still  burgeoning  lodging  sector.  The  others  are 
apartment  condos.  The  housing  units  are 
packed  to  their  custom  crown  molding 
with  high-style  kitchen  appliances,  elegant- 
looking  bathroom  sinks  and  enough  marble 
to  renovate  the  Taj  Mahal. 

Of  course,  real  estate  development  is 
hardly  risk- free,  even  when  the  Trumps  get 
someone  else  to  cough  up  the  capital.  Don 
Jr.  and  Ivanka  are  haunted  by  the  possibility 
that  some  of  their  projects  might  go  wrong. 
Housing  is  softening  nationally.  In  South 
Florida,  where  3,000  Trump  condos  are 
under  construction,  die  threat  of  an  oversup- 
ply  looms.  With  typical  Trumpian  bravado, 
Don  insists  the  brand  name  will  carry  them 
through,  even  in  a  bad  market.  Still,  Ivanka 
wonders,  "How  will  the  headlines  read  if 
Trump  has  to  cut  prices?" 

Knowing  Trump  and  his  seething  tem- 
per, some  close  friends  wonder  how  forgiv- 
ing he  will  be  to  the  kids  should  any  deals 
collapse.  "He  can  be  an  extremely  mean  guy, 
even  to  people  very  close  to  him,"  says  a  for- 
mer business  partner. 


Now  with  300-plus  developers  per  year 
approaching  the  Trumps  hoping  to  partner 
up,  Don  Jr.  and  Ivanka  are  in  charge  of  safe- 
guarding the  brand.  Dons  small  office  in 
Trump  Tower,  on  Fifth  Avenue,  is  cluttered 
with  proposals  from  possible  partners.  His 
job  is  to  vet  the  paperwork  Then  he  and 
Ivanka  put  the  winning  projects  in  motion. 
Real  estate  pros  seem  to  respect  them  as  their 
fathers  surrogates.  "When  developers  are 
talking  to  Ivanka  and  me,  they  know  they're 
not  talking  to  some  flunky'  says  Don. 

Tall  like  their  6-foot-2  father — Don  is  an 
inch  shorter,  Ivanka  5-foot- 11 — they  exude 
dad's  self-confidence,  yet  little  of  his  braggado- 
cio. They  work  well  together  and  finish  each 
other's  sentences. 

Like  their  dad,  they  both  graduated  with 
bachelor's  degrees  from  the  Wharton  School. 
Don  went  right  to  work  for  his  old  man. 
Ivanka,  who  was  summa  cum  laude,  joined 
the  company  in  2005  after  a  stint  with 
developer  Forest  City  Ratner  and  works  for 
her  older  brother,  technically.  "I  wanted  to 
ward  off  any  pretensions  that  I  am  Don's 
equal,"  she  says,  but  the  two  usually  work  like 
equal  partners. 

One  sign  of  the  torch  passing  is  the 
launch  last  fall  of  Trump  Mortgage,  a  loan 
brokerage  that  is  Don  Jr's  brainstorm.  "This 
one's  really  my  baby'  he  enthuses.  Thus  far 
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HOW  MUCH  IS  HE  WORTH? 


We  put  Donald  Trump's  net  worth  at  $2.9  billion.  Trump  says 
$6  billion.  His  shrugging  response  to  our  figure:  "So  there's  a 
discrepancy." 

Values  always  are  arguable,  of  course,  but  New  York  Times 
editor  Timothy  L.  O'Brien,  in  a  book  on  Trump,  says  Trump  is 
worth  just  a  fraction  of  what  FORBES  estimates.  He  cites 
three  unnamed  "people  with  knowledge  of  Donald's 
finances"  who  contend  the  guy  is  worth  just  $150  million  to 
$250  million.  He  does  not  spell  out  the  assets  and  liabilities 
that  lie  behind  the  total.  Reached  by  FORBES  last  year, 
O'Brien  acknowledged  that  he  didn't  ask  real  estate  brokers 
to  help  him  value  Trump's  commercial  holdings.  Trump  is 
suing  O'Brien  for  defamation  in  a  New  Jersey  court. 

In  compiling  the  rich  list,  FORBES  scarcely  has  subpoena 
power,  but  neither  do  we  rely  on  casual  guesses  from 
bystanders.  In  the  table  below  are  the  components  of 


VALUE 

HOLDING 

(SMIL) 

Real  estate  licensing 

$562 

Trump  World  Tower 

290 

Trump  Tower 

288 

40  Wall  Street 

260 

1290  Avenue  of  the  Americas,  New  York 

243 

Bank  of  America  Center,  San  Francisco 

243 

Trump  Entertainment  (casinos) 

171 

West  Side  (Manhattan)  development 

170 

Trump  Las  Vegas 

162 

Trump  Park  Ave.  (Delmonico  Hotel) 

142 

Golf  courses 

127 

Nike  store 

120 

Trump  Chicago 

112 

Gosman  estate 

42 

Trump  International  Hotel 

12 

TOTAL 

$2944 

Source:  Forbes  estimates. 

Trump's  wealth  after  any  debt  is  taken  out.  For  a  further 
explanation,  go  to  forbes.com/trump.  Here,  we  will  look  at 
two  holdings  to  give  you  a  taste  of  the  methodology. 

We  start  with  Trump's  most  valuable  asset:  his  real  estate 
brand-licensing  business.  In  exchange  for  the  use  of  his  name, 
Trump  gets  8%  to  15%  of  other  developers'  gross  condo  sales. 
He  normally  puts  up  no  money;  he  usually  gets  upfront  pay- 
ments of  several  million  dollars.  At  the  moment  there  are  three 
dozen  such  franchised  condo  buildings  under  way.  The  units 
will  carry  a  total  asking  price  of  $10.7  billion. 
We  assume  that  Trump's  licensing  fee  averages  10%  and  that 
25%  of  the  projected  sales  never  materialize.  This  yields 
$802  million.  Since  the  money  will  come  in  over  a  period  of 
years,  we  discount  it  by  30%,  to  arrive  at  $562  million.  We 
subtracted  neither  taxes  on  this  income,  which  will  presum- 
ably be  sheltered  by  depreciation  deductions,  nor  operating 
costs.  (At  any  one  time,  Don  Jr.  has  a  half-dozen  people 
helping  him  on  the  licensing  operation.)  But  neither  did 
we  add  for  the  potential  from  future  deals  not  yet 
signed,  the  going  concern  value  of  the  operation.  We 
think  $562  million  is  a  very  rough,  but  very  conserva- 
tive, value  for  the  Trump  condo  franchise. 

Second  item:  300,000  square  feet  of  prime  office 
space  in  the  Trump  Tower.  Lease  rates  nearby,  accord- 
ing to  CoStar  Group  of  Bethesda,  Md.,  run  in  the 
vicinity  of  $73  per  square  foot  annually.  After  prop- 
erty taxes,  utilities  and  other  operating  costs, 
operating  income  is,  we  estimate,  $58  a  square  foot, 
or  $17.5  million.  Prime  office  space  in  that  part 
of  Manhattan  sells  to  yield  5.5%  to  6%.  Divide 
$17.5  million  by  5.5%  and  you  get  $318  million. 
Subtract  the  $30  million  mortgage  on  the  property 
and  the  net  value  comes  to  $288  million. 

We  have  made  a  diligent  search  for  secured  debt 
(mortgages,  that  is)  in  the  Trump  empire  and  take  at 
face  value  Donald  Trump's  claim  that  there  is  no 
secured  or  unsecured  debt  other  than  what's  reflected 
in  the  table.  We  hope  that  if  O'Brien  knows  of  other 
debts  he'll  publish  them  in  his  own  tabulation.     — S.F. 


Trump  Mortgage  has  arranged  $1  billion  in 
loans.  It  bags  a  fee  of  1%  to  2%  of  the  loan 
amount. 

The  brokerage  serves  as  the  middleman 
between  lenders  and  buyers;  the  buyers  are 
50%  commercial  types  (offices,  retail,  etc.), 
and  commercial  real  estate  has  yet  to  see  a 
slowdown,  as  housing  has.  Don  remains  con- 
fident that  the  brand  name  will  keep  the  high- 
end  residential  borrowers  who  make  up  the 
rest  of  the  clientele  coming,  even  in  a  real  es- 
tate slump.  "Try  naming  a  mortgage  broker," 
he  says.  "You  can't." 

Don  and  Ivanka  are  products  of  Trump's 


first  marriage  to  Czech  Olympic  skier  Ivana, 
now  known  for  her  clothing  and  jewelry  lines 
sold  on  TV  shopping  channels.  A  third  child 
from  the  Ivana  union,  Eric,  22,  just  gradu- 
ated from  college  and  joined  the  business  in 
August.  Their  childhoods  coincided  with 
some  of  Trumps  better  years  in  the  1980s, 
when  he  built  Trump  Tower,  a  mixture  of  res- 
idential, retail  and  offices. 

Don  Jr.  was  born  on  New  Year's  Eve  in 
1977.  "I  like  to  joke  I  started  working  for  my 
dad  the  minute  I  was  born,"  he  says.  "My  dad 
wanted  to  be  able  to  claim  me  as  a  depend- 
ent on  his  taxes  for  1977,  so  he  told  my  mom 


she  had  to  have  me  before  midnight,  and  if 
she  didn't,  he'd  make  her  take  a  cab  home." 

"I'd  be  going  to  work  with  my  dad  when 
I  was  5  or  6  years  old,"  recalls  Don.  "Besides 
telling  me  again  and  again  not  to  drink,  not 
to  smoke  and  not  to  chase  women,  he  always 
told  me:  'Never  trust  anybody  Then  he'd  ask 
me  if  I  trusted  anybody.  I'd  say,  'No.'  'Do  you 
trust  me?'  he'd  ask.  I'd  say,  'Yes.'  And  he'd  say: 
'No!  Don't  even  trust  me!'" 

Prophetic.  In  1990  Don  and  Ivanka 
learned  of  Trump's  affair  with  model- actress 
Maria  Maples.  Ivana  confronted  Maples  on 
a  ski  slope  in  Aspen.  Donald  moved  from 
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the  family's  Trump  Tower  apartment  to 
another  unit  in  the  building,  and  headlines 
of  the  affair  with  Maples  began  running  on 
the  front  pages  of  the  New  York  tabloids. 

Hurt  on  behalf  of  his  mother  and 
outraged  by  his  schoolmates'  ribbing,  Don 
didn't  speak  to  his  father  for  a  year.  "I  was  a 
brat,"  he  says.  "I'd  hang  up  on  him."  Don 
turned  to  his  Czech  grandfather,  Ivana's  dad, 
who  introduced  the  lad  to  outdoor  sports  and 
encouraged  him  to  make  peace  with  his 
father. 

In  college  Don  got  into  strenuous 
sports — and  strenuous  partying.  He  also 
developed  into  a  serious  drinker.  In  2000 
he  spent  a  year  as  a  ski  bum  in  Aspen.  He 
has  twice  broken  ankles,  while  skiing  and 
paragliding.  After  coming  to  work  for  Trump, 
he  quit  drinking  entirely.  "Drinking  in  mod- 
eration wasn't  something  I  was  good  at," 
admits  Don,  now  settled  down  widi  wife, 
Vanessa  Haydon,  a  model. 

Ivanka  also  has  zest 
for  adventure.  She  insists 
that  her  modeling,  done  as 
a  teenager,  was  just  a  lark, 
an  excuse  to  get  in  some 
European  travels  on  some- 
body else's  dime.  Her  height  and  looks  made 
her  perfect  for  the  runway.  "She's  taller  than 
80%  of  the  men  in  any  room,"  says  Panaman- 
ian builder  Roger  Khafif,  who  is  planning  a 
2.5-million-square-foot  development  that 
will  bear  Trump's  name  on  reclaimed  land 
in  Panama  City.  "And  she's  a  tough  person." 

As  a  teen  she  endured  an  agonizing  ski 
weekend  trying  to  save  face  by  ignoring  the 
pain  of  a  badly  broken  thumb.  "I  really  take 
pride  in  my  skiing,  and  I  was  embarrassed  that 
I  fell  in  front  of  my  friends,"  she  says.  "My 
friends  kept  looking  at  it,  saying,  'I  think  it's 
broken,'  but  I  kept  saying  it  was  no  big  deal.'" 

Brother  and  sister  regard  Trump  with  a 
measure  of  awe.  When  showing  him  a  pos- 
sible deal,  Don  says,  "He  always  zeros  in  on 
the  three  things  you  don't  know!'  Here's  what 
the  two  siblings  have  learned  about  doing 
business,  Trump-style: 

PUT  ON  THE  SQUEEZE 

If  you're  a  real  estate  know-it-all,  you  may  not 
like  Donald  Trump.  You  may  think  another 
developer,  like  New  York's  Stephen  Ross  or 
Irvine.  Cali£s  Donald  Bren,  builds  condos  or 
houses  or  hotels  that  are  better.  But  thousands 
disagree  .In  act  buyers  consistently  pay  a  pre- 


mium— brokers  say  it's  usually  20%  to  30% 
of  what  other  comparable  properties  fetch — 
for  a  condominium  with  the  Trump  name 
on  it.  Ivanka  and  Don  Jr.  take  full  advantage 
of  that. 

The  Trump  Organization  occupies  a 
unique  position  as  the  lone  residential  real 
estate  franchiser.  The  Trumps'  arrangement  is 
similar  to  what  is  common  in  the  hotel  indus- 
try, where  big  outfits  like  Hilton,  Starwood  and 
Marriott  license  their  names  and  expertise  to 
others.  Prospective  partners  pay  Trump  an  ini- 
tial fee  of  several  million  dollars  and  agree  to 
pay  8%  to  15%  of  the  gross  sales  of  their  con- 
dos. If  the  Trump  name  produces  the  20%- 
plus  premiums,  both  parties  make  out. 

Finally,  the  Trumps  get  as  much  as  half 
of  every  dollar  paid  exceeding  a  benchmark, 
typically  20%  above  what  they  and  their 
development  partners  agree  is  fair  market 
value  of  a  property.  For  all  this,  Trump  gen- 
erally puts  no  money  down.  "When  it  comes 


Don  Jr.  and  Ivanka  oversee 
safeguarding  the  brand. 


to  money,  most  people  are  too  afraid  or  em- 
barrassed to  haggle.  Maybe  they  think  it's 
tacky.  My  dad  doesn't,"  says  Don. 

BE  CREATIVE 

Don  recalls  how  his  father  found  a  clever  way 
to  add  12,000  square  feet  of  space  to  the  Hotel 
Delmonico  on  Park  Avenue,  which  he  con- 
verted to  high-end  condos.  Built  in  1929,  the 
building  had  200  suites,  suitable  as  hotel 
rooms  but  lacking  the  square  footage  that  the 
target  buyers  would  demand.  The  zoning 
code  forbade  adding  any  square  feet  to  the 
property.  Trump  told  his  son:  "If  you  go  by 
the  status  quo,  you'll  never  get  anything  done." 

Trump,  whod  purchased  the  property  for 
$115  million  and  was  spending  $85  million 
on  renovations,  wanted  to  add  space  by 
extending  the  building's  upper  floors.  So  he 
gutted  12,000  square  feet  of  old  commercial 
space  at  the  structure's  base,  leaving  open  dirt 
beneath  a  corner  of  the  building  away  from 
the  street. 

Then,  putting  a  twist  on  the  sort  of  trade 
that  is  common  in  New  York  zoning,  he 
transferred  the  space  upstairs  to  make  big- 
ger apartments  by  erecting  a  steel-and-glass 
extension  above  the  existing  roof.  All  units 


at  what  now  is  called  Trump  Park  Avenue 
are  sold  except  for  the  penthouse,  priced  at 
$32  million. 

USE  THE  MEDIA 

Although  Donald  Trump  on  occasion  gets 
trashed  in  the  press,  most  recently  for  the 
casino  bankruptcy,  he  is  a  master  at  gener- 
ating positive  publicity.  "We  can  do  a  build- 
ing in  the  middle  of  nowhere,  and  it  makes 
national  news,"  says  Don.  He  and  Ivanka 
spend  hours  on  the  phone  with  reporters  in 
cities  where  new  Trump  properties  are  being 
developed. 

KNOW  YOUR  TIMBERS 

The  elder  Trump  is  a  perfectionist.  For  years 
he  has  lectured  the  kids  on  what  was  right 
and  wrong  with  buildings.  On  one  recent  Sat- 
urday morning  Donald  Trump  visited  the 
construction  site  of  his  housing  development, 
one  of  the  few  undertakings  he  owns  100% 
and  for  which  he  is  putting 
up  all  the  money.  It  adjoins 
his  seaside  golf  course  in 
Palos  Verdes,  Calif,  south  of 
Los  Angeles. 

Trump  and  his  con- 
struction managers  look  over  samples  of  patio 
bricks  for  the  driveways.  Then  they  go  into 
the  master  bedroom  of  one  of  the  houses. 
Ivanka,  Trump  is  told,  toured  this  house  yes- 
terday and  said  a  window  should  be  moved 
to  get  a  better  view.  "She's  right,"  Trump  says. 

Another  Trump  project  is  rising  in  Jer- 
sey City,  N.J.,  a  once  dowdy  industrial  burg 
that's  now  rallying.  New  Jersey  developers 
Dean  Geibel  and  Paul  Fried  are  shouldering 
the  $415  million  cost  of  the  twin-tower  condo 
structure.  Called  Trump  Plaza  and  due  to 
open  in  2008,  it  promises  to  be  the  tallest  res- 
idential building  in  the  state. 

Don  Jr.  is  on  the  phone  with  Geibel  about 
the  construction  work  at  least  twice  a  week 
Originally  Geibel  wanted  the  building  to  have 
"eyebrows,"  concrete  slabs  on  each  floor  that 
poke  but  from  the  exterior  walls,  dividing  the 
facade  into  one-story  sections.  But  Don  con- 
vinced him  that  these  protrusions  disguised 
the  complex's  height,  its  big  selling  point. 
Eliminating  the  eyebrows,  Don  argued, 
would  add  just  $2  per  square  foot  to  the  con- 
struction cost  of  $400. 

Once  all  the  units  sell,  the  Trumps  will 
stay  on  as  property  managers.  After  all,  their 
name  is  on  the  building.  F 
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$  100  MILLION,  AN 


He's  ready  to  play,  but  no  one 
is  listening:  Mann  and  his  wife,  Claude, 
at  their  home  in  Beverly  Hills. 

Photograph  by 
Larson  &  Talbert  for  Forbes 


Alfred  Mann's  fourth  wife  and  seven  children  won't 
get  his  billions.  And  a  lot  of  universities  don't  want  it. 

BY  DAVID  WHELAN 

In  April  Alfred  Mann  and  his  wife,  Claude,  visited  Chapel  Hill  to  tour  the  University  of  North 
Carolina  and  dine  with  the  president  of  the  state  system,  Erskine  Bowles.  A  billionaire  twice 
over,  Mann  has  had  a  hand  in  starting  a  dozen  companies,  most  of  them  making  medical 
devices.  One  of  these  was  MiniMed,  which  developed  the  first  insulin  pump  for  diabetics. 
No  surprise  that  Bowles  wanted  to  meet  him — his  two  sons  suffer  from  juvenile  diabetes. 
But  Bowles  also  hoped  his  80-year-old  visitor  would  consider  establishing  a  biomedical 
institute  at  UNC.  Mann  had  created  a  bake-off  of  sorts  among  universities  by  announcing 
that  he  wanted  to  endow  at  least  a  dozen  institutes  on  campuses  around  the  nation  with 
$100  million  each.  They  would  try  to  turn  faculty  inventions  into  products  that  would  land 
fat  licenses  from  outside  companies. 
Mann  decided  he  liked  UNC  and  later  offered  the  university  $200  million  to  establish  a 
double-size  institute  serving  both  UNC  at  Chapel  Hill  and  North  Carolina  State  in  Raleigh. 
The  gift  would  have  been  one  of  the  15  biggest  ever  made  to  a  university. 
But  Bowles  shocked  Mann  and  declined.  He  didn't  like  the  strings  attached.  He  wanted 
the  university  to  select  the  inventions  that  would  be  sent  to  the  institute  for  possible  devel- 
opment. Mann  wanted  the  prerogative  to  screen  all  medical  inventions  and  cherry-pick  the 
best.  He  was  footing  the  bill.  He  didn't  trust  a  committee  of  professors  and  patent  officers 
to  pick  which  projects  were  worthy  of  research-and-development  money.  "If  the  university 
can  pick  and  choose  what  they  make  available  to  us,  it  defeats  the  purpose,"  Mann  says. 

Mann  has  told  his  seven  children  (from  four  marriages)  that  he  intends  to  leave  all  his 
money  to  charity  rather  than  spoiling  them  with  more  than  he's  already  given  them.  But 
he's  not  having  much  luck  giving  it  away  to  universities.  Besides  UNC,  Mann's  offers  to  es- 
tablish medical  institutes  have  been  rejected  by  UCLA  and  Johns  Hopkins.  Emory,  Case  West- 
ern, the  University  of  Minnesota  and  the  University  of  Washington  have  been  dickering 
with  Mann.  The  Technion,  Israel's  equivalent  of  MIT,  says  it  will  sign  a  deal  next  month  for 
$100  million.  But  the  contract  has  been  delayed  before.  The  sole  success  has  been  at  the 
University  of  Southern  California,  where  the  Alfred  Mann  Institute  was  built  in  1998. 

Mann  is  puzzled  by  the  rejections.  As  he  sees  it,  universities  should  welcome  his  guid- 
ance since  they  typically  do  a  bad  job  in  commercializing  their  professors'  inventions.  Pro- 
fessors, he  says,  don't  know  how  to  turn  their  ideas  into  products.  University  patent  offices 
have  trouble  finding  industrial  partners.  He  cites  statistics  showing  that  $37  billion  in 
government  and  industry  sponsored  university  research  each  year  leads  to  only  $1  billion 
in  commercial  licensing  revenue,  a  paltry  2.7%  return. 

But  universities  say  Mann  wants  too  much  control  for  too  little  money.  Experts  in  tech- 
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2*  nology  transfer  tend  to  agree.  Robert  Lowe, 
a  professor  of  entrepreneurship  at  Carnegie 
Mellon  University,  who  studies  the  topic,  says 
that  universities  don't  want  a  single  entity  to 
jj^>  have  first-look  rights  to  option  its  inventions 
because  it  can  interfere  with  academic  free- 
dom  and  amount  to  a  giveaway. 

Alfred  Mann  doesn't  mind  his  name 
going  on  institutes,  but  he  has  no  public  re- 
lations apparatus  or  massive  foundation 
I  staff  to  sing  his  praises.  He  operates  through 
a  network  of  entrepreneurial  companies 
housed  in  two  office  parks  he  owns  in  the 
unfashionable  Santa  Clarita  Valley  north  of 
L.A.  His  success — selling  seven  companies, 
taking  two  public  and  nursing  several  more 
at  his  advanced  age — have  made  him  a  leg- 
end, but  only  in  the  medical-device  world. 

After  serving  in  World  War  II  he 
moved  in  1946  from  Portland,  Ore.  to  Los 
Angeles,  where  he  and  his  father  bought 
and  farmed  a  lemon  grove  while  he 
studied  physics  at  UCLA.  With  an  $1 1,000 
defense  contract  he  was  soon  building 
missile  electronics  and  solar  energy  cells 
for  spacecraft.  This  led  to  his  first  two 
companies,  one  making  solar  cells  and 
the  other  police-helicopter  spotlights.  In 
1960  Textron  paid  $10  mil- 
lion for  both. 

His  move  to  medical  de- 
vices came  as  he  was  working 
on  tiny  rechargeable  batteries 
for  spacecraft  electronics.  He 
ended  up  consulting  with  engineers  at  Johns 
Hopkins  who  were  researching  rechargeable 
pacemakers.  In  1969  he  set  up  a  company, 
Pacesetter  Systems,  which  eventually  became 
the  number  two  pacemaker  company  in  the 
world  In  1985  Siemens  paid  $150  million  for 
it.  Mann  pocketed  $100  million. 

Mann  had  other  irons  in  the  fire.  In  1979 
he  set  about  building  the  first  insulin  pump, 
to  replace  the  usual  regimen  of  needles  in  the 
stomach  that  diabetics  live  with.  That  com- 
pany, MiniMed,  went  public  and  was  bought 
for  $4  billion  by  Medtronic  in  2001.  In  2004 
Boston  Scientific  bought  Advanced  Bionics 
at  a  performance-based  price  that  could  also 
reach  $4  billion. 

Mann's  workaholic  lifestyle  has  taken  a 
toll.  In  1957  his  wife  Beverly,  with  whom  he'd 
had  three  sons,  divorced  him,  dividing  a  tiny 
estate.  Mann  had  three  more  children  with 
his  second  wife.  They  divorced  in  1973.  He 
and  third  wife,  Susan,  divorced  in  1997.  He's 


married  now  to  Claude  and  recently  adopted 
her  adult  daughter. 

Mann,  playing  the  role  of  a  grumpy 
grandfather,  complains  that  his  money  ru- 


Alfred  is  a  bit  of  a  moralist, 
his  brother  says. 


ined  his  children,  making  them  risk-averse 
and  lazy.  "Most  of  my  children  have  lost  the 
will  to  work,"  he  lamented  in  a  speech  last 
year  to  Merrill  Lynch  brokers.  "Three  of  my 
six  children  will  not  have  contributed  to  make 
this  world  better  in  a  meaningful  way"  For 
that  reason  he  supports  an  estate  tax. 

Mann  gave  his  brood  small  lots  of 
stock  in  MiniMed  that  later  became  worth 
millions  of  dollars.  He  counts  daughter 
Carla  Woods,  who  works  with  him  at 
Advanced  Bionics,  as  one  of  his  successes. 
After  he's  gone,  she  will  manage  his  philan- 
thropy. She  has  no  problem  with  Dad 
about  giving  away  the  money,  but  she  says 
she  and  her  siblings  saw  windfalls  only  in 
their  30s,  too  late  to  affect  their  ambition. 
"Alfred  is  a  bit  of  a  moralist,"  says  his  violin- 
ist brother  Robert,  who  founded  the 
world-famous  Juilliard  String  Quartet. 

In  the  mid-1980s  he  began  a  crusade  to 
change  the  way  universities  go  about  selling 


their  inventions.  When  he  offered  UCLA  a 
grant  for  product  development  in  1985,  the 
university  said  he  had  to  first  give  $3  million 
to  faculty  to  spend  on  basic  research  of  theii 
choice.  Outraged,  he  founded  an  in- 
stitute of  his  own,  the  Alfred  E.  Mann 
Foundation  for  Scientific  Research,  in 
Santa  Clarita.  It  is  tax-exempt,  even 
though  its  research  has  led  to  prod- 
ucts sold  by  MiniMed  and  Advanced 
Bionics.  The  Mann  Foundation's  en- 
dowment has  swelled  to  $1 13  million 
from  royalty  revenue  from  Advanced 
Bionics.  (Mann  recuses  himself  when 
his  foundation  and  his  companies 
strike  a  deal.) 

Mann  announced  a  $100  million 
donation  to  UCLA  in  1997  but  got  into 
a  fight  with  the  university  over  terms. 
USC  ended  up  with  the  money  (now 
up  to  $162  million)  and  some  restric- 
tions, albeit  not  as  tight  as  those  Mann 
later  offered  other  universities.  For  in- 
stance, USC  faculty  aren't  required  to 
show  inventions  to  the  institute.  Pro- 
fessors who  invent  things  get  $  1 25,000 
of  the  first  $700,000  in  licensing  rev- 
enue and  10%  thereafter.  At  most  uni- 
versities inventors  get 
one-third  to  one-half 
of  revenue.  But  Mann 
argues  that  a  product 
prototype  leaving 
Mann  institute  will  be 
more  valuable  than  just  a  patent  and  that  it 
won't  be  diluted  by  rounds  of  venture  capi- 
tal funding,  so  inventors  should  fare  better. 

Success  story:  For  four  years  USC  trans- 
plant surgeon  Dr.  Nicolas  Jabbour  tried  to  get 
backing  for  a  surgical  drain  that  also  acts  as 
a  sensor  to  keep  patients  from  dying  from 
liver  failure  in  the  hospital.  The  Mann  Insti- 
tute took  on  the  project  and  invested  $  1  mil- 
lion. This  year  it  should  be  licensed  to  a  new 
firm.  "A  lot  of  good  ideas  at  universities  don't 
go  anywhere,"  says  Jabbour. 

Other  universities  remain  skeptical. 
Johns  Hopkins  decided  (a  source  there  tells 
us)  that  Mann  did  not  offer  enough  to  jus- 
tify a  first-look  option  for  Hopkins'  vast 
intellectual  property.  Mann  is  budging— a 
little — with  a  proposed  contract  that  would 
allow  a  university  to  exclude  some  inven- 
tions from  the  process.  He  says,  a  bit  sneer- 
ingly:  "I  don't  need  to  give  this  money 
away."  But  he  can't  take  it  with  him.  F 
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ou'd  think  Detroit  native  Michael  Ilitch  would  get  a  little  more  respect  from  his  fellow 
city  dwellers.  After  making  a  fortune  in  pizza,  he  bought  the  Detroit  Tigers  and  spent  mil- 
lions rebuilding  the  farm  teams,  restructuring  the  balance  sheet,  going  through  several  man- 
agers, building  a  new  ballpark  For  a  long  time  the  effort  yielded  no  payoff  in  the  win-loss 
column.  "We  did  nothing  but  get  whaled  on,"  says  Ilitch,  a  vigorous  77.  "It  was  embarrass- 
ing." The  team  is  a  little  less  embarrassing  now.  Recendy  Ilitch  had  the  pleasure  of  seeing  the 
Tigers  shut  out  the  World  Champion  Chicago  White  Sox,  4-0,  sprinting  improbably  toward 
what  would  be  their  first  pennant  in  22  years  and  their  first  winning  season  since  1993. 

Ilitch  has  long  bet  big  on  unlikely  prospects  in  the  most  unlikely  city,  Motown,  a  place 
stuck  in  seemingly  endless  decline.  He  bought  the  Red  Wings  in  1982,  turning  a  perennial 
loser  into  a  three-time  Stanley  Cup  winner.  He  has  revitalized  the  old  Fox  Theatre  and  six 
square  blocks  of  downtown,  built  entertainment-booking  and  food-distribution  companies 
and,  with  his  wife  of  5 1  years,  Marian,  turned  a  single  shop  into  a  2,300-store  franchise  called 
Littie  Caesars  Pizza.  His  net  worth,  despite  the  dent  caused  by  the  Tigers,  is  $1.5  billion. 

But  his  latest  venture— trying  to  turn  Detroit  into  the  next  Vegas?  A  bit  like  recreating 
Rodeo  Drive  in  Calcutta.  "There  aren't  many  businesses  that  have  30%  bottom  lines,"  says 
Ilitch.  "It  is  a  very  strong  asset."  Marian  has  poured  more  than  $1  billion  into  buying  (last 

year)  and  improving  MotorCity  Casino,  one 
of  Detroit's  three  gambling  ventures. 

Then,  again,  who  could  have  fore- 
seen the  ubiquity  of  pizza  back  in  1959? 
That's  when  Mike,  a  Marine  Corps  vet- 
eran who  played  minor  league  ball  until 
an  injury  forced  him  out,  and  Marian 
invested  $10,000  in  their  first  restaurant, 


Crowd  pleaser:  Mike  Ilitch  has  sensed  up 
fast  food,  hockey  and  baseball.  Now  he's 
betting  on  slot  machines  and  tables. 

Photograph  by 
Brian  Smith  for  Forbes 


Mike  Ilitch  has  backed  losing  sports  teams  and  pizza  before 
it  was  dinner  fare — and  mostly  won  big.  But  casinos 
in  Detroit?  BY  MARK  TATGE  WITH  MIRIAM  GOTTFRIED 

in  suburban  Garden  City,  west  of  downtown.  "We  sold  chicken,  spaghetti  and  shrimp 
just  to  get  people  in  the  door,"  says  Ilitch.  Three  years  later  they  sold  their  first  franchise 
for  $5,000.  The  chain  grew  slowly  until  the  1970s,  when  Ilitch  pioneered  conveyor 
ovens,  which  move  pies  in  and  out  within  8  minutes  at  550  degrees.  By  1983  the  com- 
pany had  328  stores  in  1 1  states  and  Canada. 

Ilitch  kept  innovating.  The  "Pizza!  Pizza!"  promotion — buy  one,  get  one  free — proved 
popular  in  the  1980s.  Crazy  Bread,  the  $2  pack  of  greasy  garlic  bread  sticks,  was  another 
winner.  Not  all  the  ideas  flew.  One  memorable  stinker:  a  free  plastic  bucket  and  beanbag 
ashtray  with  any  large  pizza.  Marian,  73,  acknowledges  her  husband  is  a  better  marketer 
than  financial  genius.  "If  we  ever  went  public,  I  would  have  to  fire  him,"  she  laughs. 

There  were  grim  times,  too.  In  the  late  1990s  the  chain  was  looking  shopworn.  Cus- 
tomers complained  the  pizzas  tasted  like  cardboard,  the  result  of  cheaper  grades  of  sauce 
and  cheese.  Same-store  sales  fell  three  years  in  a  row  through  1999.  "We  did  36  consecutive 
years  of  increases  in  volume  and  earnings,  and  then  things  fell  off,'  says  Ilitch,  still  incredu- 
lous. He  brought  in  an  outsider,  Domino's  executive  David  Scrivano,  to  run  things  day-to- 
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day.  The  home  office  brought  back  higher- 
quality  ingredients,  closed  750  underper- 
forming  stores  (25%  of  the  total),  remodeled 
mr*m  others  and  nixed  delivery  service  at  most 
— J  units,  which  cut  labor  costs  to  20%  of  sales. 
Customers  returned  thanks  to  the  better-tast- 
ing  pies  and  ideas  like  Hot  and  Ready  Pizza: 
IJU  You  can  get  a  large  pizza  that's  been  sitting 
for  25  minutes  or  less  in  a  humidity-con- 
trolled  warmer  for  only  five  bucks. 

Today  the  Little  Caesars  system  is 
growing  10%  to  15%  a  year.  Franchisees 
pav  $20,000  once  and  6%  of  their  revenue 
in  perpetuity;  a  well-run  unit  can  earn  25% 
before  interest,  taxes,  depreciation  and 
amortization  on  sales  of  $600,000.  The 
home  office  is  doing  nicely,  too.  It  will 
probably  nail  $80  million  net  on  sys- 
temwide  revenue  of  $1.4  billion  this  year. 

How  did  Ilitch  score  on  the  hockey 
rink?  In  1982,  a  bad  year  for  Detroit  and 
the  Big  Three,  he  paid  $8  million  for 
th  Med  Wings,  then  known  as  the 
Dead  Wings  for  their  string  of  losses  and 
shrinking  attendance.  He  brought  in  James 
)evellano  from  the  world  champion 
Nfew  York  Islanders  and  wrote  checks  for 
millions  of  dollars  to  lure  free 
igents  and  promising  college 
players.  To  attract  more  fans, 
Ilitch  pushed  Little  Caesars 
suppliers  to  buy  season  tick- 
its  and  gave  away  GM,  Ford 
and  Chrysler  compact  cars.  Today  the  team 
is  one  of  the  most  valuable  franchises  in  pro- 
fessional hockey,  worth  $250  million. 

flitch  hns  also  gambled  with  unlikely  real 
estate.  MTien  he  acquired  the  Fox  Theatre  in 
1  u8"  the  dilapidated  movie  palace  slumped 
'longside  a  block  of  board-ups  and  halfway 
houses.  But  Ilitch  saw  the  place,  built  in  1928 
b\  William  Fox,  as  the  cornerstone  of  a  neigh- 
borhood recovery  and  spent  $35  million 
restoring  its  hand-stenciled  walls,  ornate  gold 
leafing  >nd  jeweled  figures  of  Asiatic  gods, 
as  well  as  office  space  and  parking.  It's  now 
Little  Caesars'  headquarters  and  overlooks  the 
Tigers'  Cemerica  Park. 

Wher  '  litch  bought  the  baseball  team  in 
'992  it  came  with  a  vintage  1912  ballpark 
mat  was  caving  out  for  repairs.  Ilitch  ordered 
up  a  $380  million  replacement  and  paid  for 
his  70%  hare  of  it  with  debt  (the  other  30% 
was  public  funds).  Comerica  had  12,000 
fewer  seats,  making  it  easier  to  fill  than  the 
)ld  '  iger  Stadium,  but  was  left  with  a  bit  too 


much  space  in  the  outfield.  Hitters  couldn't 
knock  the  ball  out  of  the  park;  so  in  2003  Il- 
itch moved  the  left-field  fence  25  feet  closer 
to  home  plate,  and  the  home  run  output  in- 
creased some.  Still,  financially,  at  least,  the 
Tigers  have  been  far  from  a  winner.  The  team 
has  lost  money  nearly  every  year  since 


"If  we  ever  went  public, 
I  would  have  to  fire  him.1 


1993— despite  the  millions  of  dollars  Ilitch 
has  plowed  into  marketing  and  higher 
salaries.  FORBES  puts  a  gross  value  of 
$388  million  on  the  team,  including  Hitch's 
stake  in  the  stadium;  from  that  sum  subtract 
$213  million  of  debt.  Net  value:  $175  mil- 
lion— hardly  a  stellar  investment. 

Now  he's  rolling  the  dice  on  casinos. 
Grand  River  Avenue  is  certainly  not  the  Strip. 
Still,  there's  life  in  Detroit's  three  gambling 
palaces,  which  raked  in  $1.2  billion  in  rev- 
enue last  year  and  have  been  growing  at  4% 
compounded  annually,  compared  with  12% 
year-over-year  for  Vegas,  reports  Moody's 
Investors  Service.  Michiganders,  who  once 
flocked  to  nearby  Canadian  slots,  are  now, 
apparently,  staying  home. 

The  Hitches  placed  their  first  bets  a 
decade  ago  by  backing  a  referendum  to 
legalize  gaming.  (It  passed.)  To  give  form,  if 
not  substance,  to  a  Major  League  Baseball  rule 
banning  joint  ownership  of  baseball  and  gam- 
bling, Marian,  who  owned  none  of  the  Tigers, 


bought  a  25%  stake  in  MotorCity  and  held 
it  separately  from  the  other  Ilitch  businesses. 
Mandalay  Resort  Group  ran  the  casino  and 
was  the  majority  partner.  But  last  year  Man- 
dalay needed  out  because  it  was  merging  with 
MGM  Mirage,  which  had  to  trim  its  casino 
assets  in  Detroit.  To  acquire  100%  of  Motor- 
City,  Marian,  long  considered  the  family's 
financial  brains,  borrowed  $950  million: 
$300  million  in  junk  bonds,  yielding  8%, 
and  $650  million  in  fixed-  and  variable- 
rate  bank  debt. 

There  is  little  room  for  error.  Last  year 
MotorCity  pulled  in  $125  million  Ebitda 
on  revenue  of  $432  million.  Annual  debt 
service  totals  $70  million  or  so.  Moreover, 
the  casino  is  undergoing  a  $275  million 
expansion,  $225  million  of  that  in  bank 
debt  and  bonds,  to  blow  out  the  existing 
75,000  square  feet  of  tables  and  slots  and 
add  400  hotel  rooms,  a  restaurant,  a  spa 
and  additional  parking.  MotorCity  s  bot- 
tom line  will  be  helped  by  2008,  when  the 
casino's  state  and  city  gaming  tax  declines 
to  21%  from  26%,  part  of  a  deal  Marian 
struck  last  year.  Analysts  believe  the 
casino's  Ebitda  could  hit  $180  million  a 
year  within  two  years.  But 
that  probably  requires 
getting  more  slots  players 
from  outside  Detroit — and 
spending  more  on  market- 
ing. Whatever  the  long 
odds,  Marian  has  already  shelled  out  around 
$  1 0  million  to  buy  up  land  and  explore  man- 
agement contracts  for  proposed  Indian  casi- 
nos in  Barstow,  Calif,  and  on  New  York's  Long 
Island  Those  iffy  projects  are  still  years  off. 

What  about  succession?  That's  a  sore 
point.  In  2000  Ilitch  named  his  son  Christo- 
pher, now  41,  and  his  oldest  daughter, 
Denise,  50,  as  co-presidents  of  Ilitch  Hold- 
ings, which  provides  legal,  purchasing  and 
other  services  to  the  ten  family  businesses. 
That  arrangement,  says  Ilitch,  his  eyes  welling 
up  with  tears,  was  "a  bad  decision."  Denise, 
a  practicing  attorney  and  businesswoman,  left 
the  company  two  years  ago  after  losing  a  bit- 
ter power  struggle  with  her  brother.  Since  the 
blowup  the  family  has  hired  an  estate-plan- 
ning consultant.  So  far  there  seem  to  be  no 
leading  candidates  to  take  over  either  Little 
Caesars  or  MotorCity — or  the  sports  teams. 
One  thing  Mike  ilitch  insists  on:  "This  will 
remain  a  family  business.  We  are  not  plan- 
ning on  selling  anything.''  F 
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John  P.  Manning  built  a  billion-dollar  fortune  on 
low-income  housing,  plying  a  gift  for  political 
friend-making  and  hard-core  lobbying  to  create 
low-income  housing  tax  credits  and  reap  prodigious 
profits  on  a  portfolio  of  147,000  apartments  worth 
$  1 1  billion.  Along  the  way  he  averted  failure  myriad 
times,  rescued  by  luck  and  powerful  allies. 

Now  Manning,  58,  is  chasing  his  next  windfall.  To  pull 
it  off  he  will  need  fortune  and  friends  in  abundance.  He 
is  raising  up  to  $400  million  to  harness  the  wind  for  en- 
ergy and  the  tax  code  for  subsidies.  On  these  wind  farms, 
each  dotted  with  multiple  million-dollar  towers  topped  with 
giant,  perfectiy  curved  propellers,  government  loot  is  as  much 
a  driving  force  as  moving  air.  But  the  federal  tax  credit  for  wind 
energy  is  set  to  expire  at  the  end  of  next  year.  Gulp. 

"The  window  is  going  to  open  and  shut  very  quickly'  he  says. 
Thus  Manning  is  racing  to  raise  the  cash,  entice  builders  into  build- 
ing and  switch  on  the  giant  pinwheels  by  next  year:  The  credits 
can't  be  used  until  the  first  pulses  of  power  course  down  the  wires. 
At  the  same  time  he  aims  to  persuade  a  passel  of  powerful  pals  in 
Washington  to  extend  the  subsidies,  preferably  forever. 

"This  is  a  much  easier  sell  than  affordable  housing,"  Manning 
insists.  His  campaign  is  eerily  similar  to  what  he  pulled  off  20  years 


Smooth  sailing:  billionaire 
Jack  Manning  on  Nantucket. 

Photograph  by 
Shawn  Henry  for  Forbes 
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ago  when  his  company,  Boston  Capital,  run 
with  partner  Herbert  Collins,  played  a  key 
role  in  getting  Congress  to  create  tax  cred- 
2^  its  for  builders  of  affordable  housing  and  to 

Zmake  the  breaks  permanent. 
Along  the  way  he  made  many 
friends:  His  office  in  Boston  is 
blanketed  with  dozens  of  photos  of 
himself  flanked  by  President  Bill 
Clinton,  Senator  John  Kerry, 
Senator  Edward  Kennedy  and  other 
Washington  face  cards.  "Why  do 
you  think  I  am  so  intrigued  by  it?" 
™"  he  says.  "This  is  what  I  love." 

Wind  is  further  along  than  most 
alternative-energy  schemes.  In  west- 
ern Europe  wind  farms  have  a  col- 
lective peak  output  of  40  gigawatts 
of  electricity.  The  wind  does  not 
blow  steadily,  but  that  is  enough 
capacity,  averaged  over  a  year,  to 
power  10  million  homes.  In  the  U.S., 
the  windy  Midwest,  along  with 
California  and  Texas,  could  provide 
20%  of  the  nations  electricity  if  we 
built  enough  farms  to 
catch  the  breeze.  But 
nationwide  only  400 
wind  farms  have  been 
built,  with  a  capacity  of 
10  gigawatts  of  peak 
power.  These  windmills  generate  less  than 
1%  of  our  juice. 

FPL  Energy  is  the  nations  largest  wind 
harvester,  with  3.8  peak  gigawatts  spread 
across  47  sites  in  15  states.  General  Electric, 
Siemens  and  Mitsubishi  produce  turbines  for 
this  purpose. 

But  even  when  the  alternative  is  to  burn 
fossil  fuels,  the  wind  game  likely  wouldn't 
exist  without  tax  breaks.  A  single,  three-blade 
tower  runs  $1  million.  A  50-megawatt  farm 
that  costs  $100  million  to  build  needs  $8  mil- 
lion or  so  a  year  in  revenue  to  amortize  the 
metal  and  to  cover  costs  like  insurance  and 
property  taxes.  If  the  juice,  though,  is  com- 
peting with  coal-fired  power  priced  at  4  cents 
a  kilowatt-hour,  it  will  yield  only  $6  million 
a  year.  The  federal  handout  worth  1.9  cents 
a  kwh  is  crucial. 

If  the  pols  can  be  persuaded  to  keep  the 
subsidies  flowing,  Manning  can  make  a  good 
living  by,  in  essence,  acting  as  a  tax  broker. 
The  person  or  corporation  building  the  wind 
farm  may  have  no  use  for  tax  credits,  but 
other  taxpayers  do.  It  simply  has  to  be  legal 


to  transfer  unused  credits  from  one  taxpayer 
to  another.  Manning  will  be  there  to  facili- 
tate the  transaction. 

He  does  not,  of  course,  advertise  him- 
self as  a  trafficker  in  tax  dodges.  His  job, 


The  window  is  going  to  open 
and  shut  very  quickly." 


rather,  is  to  save  petroleum.  "Taxpayers  get 
a  good  deal  because  they  are  reducing 
dependency  on  foreign  oil,"  he  avers.  "Right 
now  we  are  importing  oil  from  a  part  of  the 
world  that  hates  us." 

Manning  is  a  scrappy  guy.  Growing  up 
in  Fall  River,  a  poor  city  in  southern  Mass- 
achusetts, he  got  into  fistfights  on  his  way 
to  Catholic  school.  At  home  his  father,  a 
pediatrician,  treated  special- needs  children 
and  tended  to  Manning's  mother,  a  polio 
patient  who  had  to  use  an  iron  lung.  "It  was 
hard  for  him  and  hard  for  me,  too,"  Man- 
ning says;  a  few  years  ago  he  was  finally  able 
to  persuade  his  dad,  now  86,  to  hand  care 
of  his  wife  over  to  professionals.  "We  had 
to  constandy  worry  if  there  was  a  power  fail- 
ure, what  to  do  if  help  doesn't  come,"  the 
son  says.  "When  I  look  at  problems  we  have 
[in  business],  they  are  tangible.  They  can 
be  outworked  and  outhustied.  That  can't." 

He  graduated  from  Boston  College  in 
1970,  joined  a  financial  firm  and  began  sell- 
ing real  estate  tax  shelters,  amassing 
$100,000  in  a  few  years.  Soon  he  bet  it  on 


a  real  estate  business  he  formed  with 
Collins,  a  former  Raytheon  executive  18 
years  his  senior.  They  lost  it  all  when  the 
prime  rate  hit  12%  in  1974  and  banks  called 
in  their  condo  loans.  Undaunted,  they 
formed  what  is  now  Boston  Capital  and  got 
into  rural  rental  housing — for  the  tax 
angle.  Collins  worked  developers,  Manning 
took  on  Wall  Street.  In  the  next  ten  years 
they  set  up  100  investment  funds  totaling 
$350  million.  By  the  mid-1980s,  riding  the 
Reagan  wave,  the  pair  began  lobbying 
Washington  for  a  tax  credit  for  low-income 
housing. 

"Heck,  we  were  part  of  the  policy 
formulation,"  says  Collins,  now  76  and 
semiretired.  The  credits  passed  in  1986. 
Manning  formed  a  broker  dealer,  lured 
institutional  investors  and  floated  his  first 
fund  for  them — on  Black  Monday,  Oct.  19, 
1987.  "It  was  gruesome,"  he  says. 

A  few  years  later  they  borrowed 
$100  million  to  buy  hotels  with  10%  down. 
Real  estate  crashed,  and  the  banks  called  in 
the  loans.  They  managed  to  repay  by  cutting 
more  deals.  In  1993  the  Clinton 
Administration  and  Congress 
made  the  low-income  housing 
tax  credit  permanent.  By  2001 
Collins  had  sold  his  share  of 
Boston  Capital  to  Manning  for 
an  estimated  $100  million. 

Tax  breaks  for  wind,  ethanol,  solar  and 
other  nonoil  sources  popped  up  in  1992, 
expired  in  1999  and  were  renewed  only 
intermittentiy,  most  recendy  in  2005,  when 
Congress  voted  a  two-year  extension. 
Investors  responded.  This  year  3  gigawatts 
of  windmill  capacity  are  being  installed. 

But  at  the  end  of  2007  the  wind  could 
stop  blowing  altogether  unless  Congress 
acts  to  extend  the  tax  credits  yet  again.  In 
August  Manning  hosted  his  old  ally, 
Senator  Kerry,  at  Manning's  weekend  boat- 
house  on  Nantucket,  talking  up  his  new 
wind  fund  and  the  need  for  permanent  tax 
credits.  Kerry,  who  sits  on  the  Senate 
Finance  Committee,  views  a  long-term 
extension  as  a  priority,  his  office  says.  Two 
helpful  bills  introduced  in  the  Senate  this 
year  (one  of  them  cosponsored  by  Kerry) 
went  nowhere,  but  the  industry  has  high 
hopes  for  next  year. 

So  does  Jack  Manning.  "With  the  geo- 
political winds  kicking  in,  the  U.S.  would  be 
crazy  not  to  go  for  this,"  he  says.  F 
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BLAME  THE  MILKMAN 

A  taskmaster  father  taught  Bob  Rich  one  lesson:  Beat  the  competition. 

BY  MONTE  BURKE 


Robert  Rich  Jr.,  the  65-year-old  chair- 
man of  Rich  Products,  is  standing  in 
the  bow  of  Captain  Frank  Crescitelli's 
32-foot  boat,  Fin  Chaser,  80  miles  off 
the  coast  of  New  Jersey  on  a  deep, 
aquamarine  slice  of  sea  known  as  Spencer  Canyon. 
Rich  is  wearing  a  white,  long-sleeve  T  shirt  unevenly 
chopped  off  at  the  elbows.  Strands  of  white  hair 
poke  out  wildly  from  beneath  his  baseball  cap.  His 
cheeks  are  ruddy  from  the  sun  and  the  salty  air. 
His  friends  call  him  Bubba.  "Its  a  good  fishing 
name,"  says  Rich.  "My  grandkids  like  it." 

Off  the  back  of  the  boat  nine  rods  tug  large  lures 
across  the  tops  of  rolling  swells.  The  tranquility  of 
the  day  is  shattered  with  the  high-pitched  shriek 
of  a  reel  on  a  bent  rod.  "Bubba,  get  your  ass 
back  here!"  Crescitelli  yells 
from  the 

stern.  "Fish  on!" 
Just  as  suddenly  another  rod  doubles 

gr  As  Rich  and  I  begin  to  reel  against  fish  still 
ltidd«Tih~the4eej?Jie  leans  over  to  me  and  says, 
"Five  bucks  for  the  bigger" 'ftsh^-Mkiutgs.later  two 


many  a  hard-charging  parent,  he  also  left  behind 
the  consequences  of  his  nature. 

Throughout  Jr's  childhood  Robert  Sr.  would 
roust  the  boy  and  his  younger  brother,  David,  out 
of  bed  at  5  a.m.  and  make  them  do  push-ups  until 
their  arms  burned. 

At  the  family's  summer  house  on  a  lake  in 
Canada  the  boys,  urged  on  by  their  former  wrestler 
father,  would  run  sunrise  sprints  until  they  dropped 
from  exhaustion.  The  father  and  the  sons  played 
football,  tennis  and  squash  against  one  another 
(their  sister  escaped  the  contests).  One  brother 
thrived  under  these  conditions.  The  other  did  not. 

"Dad  would  always  be  really  excited  about 
it,  and  Bobby  would  be  excited,  too,"  recalls 
David,  61,  "because  Bobby  was  a  natural  athlete. 
I  wasn't."  David  became  an  Anglican  priest  rather 
than  join  the  family  business.  His  decision  left 
Robert  Sr.,  who  believed  that  going  to 


Off  the  hook: 
Rich's  kids  have 
permission  to  not 
work  for  him. 


church  was  un- 
manl^"dumbfoj. 


longfin  albacore,  each  about  50  pounds,  are  lying 
on  the  deck  The  bet's  a  push. 

Rich,  a  new  member  of  our  list  this  year  at  $1.5 
billion,  owes  his  thirst  for  competition  to  his  father. 
The  elder  Rich  died  in  Februarv  at  92,  leaving  con- 
trol of  the  family's  private  $2. 1  billion  (sales)  food 
company,  Rich  Products,  to  his  namesake.  But  like 


Now,  as  Robert  Jr.  himself 
grapples  with  the  need  to  plan  for 
succession,  he  is  mindful  of  his  brothers  ex- 
perience: Though  two  of  David's  children  and 
two  of  his  own  work  for  him,  he  insists  "none  will 
be  measured  by  what  they  do  in  this  company' 

For  Richs  father,  the  opposite  was  true.  "His  gen- 
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eration  rated  themselves  on  whether  their 
sons  went  into  the  business,"  says  Rich.  "My 
father  was  totally  focused  on  his  work." 
Robert  Sr.  was  the  son  of  a  dairyman  in  Buf- 
falo, N.Y.  While  driving  early-morning 
rounds  delivering  milk,  he  came  up  with  the 
idea  for  a  soy-based,  nondairy  whipped  top- 
ping that  could  be  frozen  and  substituted  for 
whipped  cream.  The  topping 
was  less  fattening,  cheaper  and 
less  prone  to  spoilage.  With 
single-minded  drive,  Robert  Sr. 
fought  off  40  lawsuits  from  the 
dairy  industry  claiming  he  was 
counterfeiting  cream,  and  ex- 
panded the  company's  offer- 
ings, introducing  Coffee  Rich 
nondairy  creamer,  frozen  cakes 
and  frozen  seafood.  Until  his 
death  he  carried  around  with 
him  a  dog-eared  piece  of  paper 
listing  the  company's  annual 
sales,  starting  in  1945  ($28,000). 

"I  knew  my  father  was  good 
at  what  he  did,"  says  Rich.  "But 
I  wanted  something  bigger,  dif- 
ferent." After  graduating  in  1963 
from  Williams  College,  he  tried 
out  for  the  1964  U.S.  Olympic 
hockey  team  as  a  goaltender  (he 
didn't  make  the  cut)  and  inter- 
viewed with  the  Air  Force  and 
the  CIA.  In  1964  Robert  Sr. 
wooed  him  with  a 
deal:  He  asked  Jr.  to 
build  a  plant  in 
Canada,  offering 
him  a  $1  million 
budget  and  the 
promise  that  he  would  have  complete  con- 
trol. Rich  accepted.  The  next  year  his  plant 
rolled  out  its  first  product:  5,000  pounds  of 
topping  that  stubbornly  refused  to  whip.  Un- 
able to  diagnose  the  problem,  he  swallowed 
his  pride  and  went  to  Sr.  "It's  amazing  how 
smart  he  became  in  one  day'  he  says  with  a 
grin.  "From  that  point  on  we  were  partners." 

Rich  was  appointed  president  in  1978, 
when  he  was  38  and  the  company  was  bring- 
ing in  $210  million  in  revenue.  The  growth 
came  both  externally— Rich  Products  has 
since  acquired  30  companies — and  internally. 
A  100-person  product-development  group 
came  up  with  innovations  like  Freeze- Flo, 
which  allows  foods  to  remain  soft  while 
frozen,  and  Sta-Blend,  which  keeps  concen- 


trated juices  from  separating  after  thawing. 

Rich  Products  supplies  in-store  bakeries 
in  grocery  chains  like  Kroger  and  Wal-Mart 
and  has  provided  ingredients  to  restaurants 
as  varied  as  New  York  City's  Palm  (for  cheese- 
cakes) and  Dunkin'  Donuts  (for  muffins). 
"The  key  to  our  business,"  says  Rich,  "is  dis- 
tinguishing between  fads  and  trends.  He 


Angling  author:  Rich  has  penned 
two  books  on  his  fishing  passion. 


Sons  and  daughters  are  out  to 
prove  themselves  to  fathers. 


judged  the  Atkins  Diet  to  be  more  the  for- 
mer, so  instead  of  making  lots  of  Atkins  prod- 
ucts, he  simply  made  his  existing  product  line 
more  wholesome  and  nutritious.  Rich  Jr.  won 
allegiance  from  his  7,500  employees  (a  fifth 
of  them  in  Buffalo)  by  telling  them  the  com- 
pany was  not  for  sale  and  would  remain 
headquartered  in  Buffalo  in  perpetuity. 

The  supermarket  frozen-food  and  bak- 
ery division  is  responsible  for  $1  billion  in 
annual  revenue.  Another  $1  billion  comes 
from  wholesaling  food  to  restaurants  and 
hospitals.  The  balance  is  from  three  minor 
league  baseball  teams  and  a  logistics  sub- 
sidiary. Rich  says  the  company  has  made  a 
profit  every  year  and  that  revenue  should  hit 
$3  billion  by  2008.  The  recent  acquisition  of 


KX  Logistics,  China's  only  refrigerated-truck 
food  distributor  with  nationwide  reach,  pro- 
vides a  clue  to  future  growth.  "We  have  a  huge 
opportunity  internationally,"  he  says. 

His  father's  death  hit  Rich  hard.  "I  still 
miss  him  a  great  deal,"  he  says.  "Sons  and! 
daughters  are  always  out  to  prove  them- 
selves to  their  fathers.  I  was  motivated  to 
gain  his  respect,  and  that  doesn't  stop  now 
that  he's  gone." 

David,  who  has  moved  to  Jackson,  Miss, 
to  work  in  a  new  Anglican  church,  inherited 
a  piece  of  the  company  worth  hundreds  of 
millions.  (His  father  eventually  forgave  him 
his  career  choice.)  He's  in  the  process  of  giv- 
ing some  of  the  money  away.  Their  sister, 
whose  husband  unsuccessfully  sued  the 
company  in  the  1980s,  was  cut  out  of  the  will. 

The  founder's  aggressive  genes  run  in  his 
grandchildren.  "I  don't  ever  recall  Dad  wak- 
ing us  up  by  clanging  pots  and  pans  and 
making  us  do  push-ups,"  says  Ted  W.  Rich, 
37,  Rich's  second-eldest  son  and  head  of  in- 
ternational marketing,  "but  it  would  be  im- 
possible to  grow  up  in  this  family  and  not 
feel  the  importance  of  competition."  Rich  has 
instituted  a  family  rule  that  each  child  must 
get  a  job  and  a  promotion  at  another  com- 
pany before  joining  Rich  Products.  He  also 
says  he'll  never  stand  in  the  way  of  his  chil- 
dren's pursuits  outside  the  company  and  that 
they  won't  necessarily  take  over  the  manage- 
ment of  the  firm.  In  August  he  appointed 
William  Gisel,  the  former  chief  op- 
erating officer,  as  the  first  nonfam- 
ily  chief  executive. 

Rich's  fishing  buddy  Donald 
Tyson,  the  wealthy  ex-chairman 
of  Tyson  Foods,  thinks  he  knows 
why  angling  and  business  appeal  equally 
to  his  friend:  "It's  like  dope.  You  catch  a 
20-pounder,  then  you  want  to  catch  a 
50-pounder,  then  a  100-pounder  and  so  on," 
he  says.  "It's  just  like  business.  You  start  some- 
where, then  you  get  addicted  to  growing  it." 

Under  the  pen  name  "Bob  Rich"  Jr.  has 
written  two  books  (published  by  the  Lyons 
Press):  Fish  Fights,  about  his  quest  to  join 
the  South  Florida  Fishing  Hall  of  Fame,  and 
The  Fishing  Club,  a  series  of  interviews  with 
anglers — including  Tyson,  George  H.W 
Bush,  Ted  Williams  and  other  cronies— 
on  why  they  fish.  Might  writing  offer  him 
surcease  from  his  competitiveness?  Not 
a  bit.  "I  check  my  Amazon.com  ranking 
number  every  day'  he  confesses.  F 
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SAS  gives  Sub-Zero  and  Wo 


POWE 


how  to  put  the  freeze  on  warranty  issues  and  improve  customer  s 

Sub-Zero  Freezer  Company  and  its  corporate  companion,  Wolf  Appliance  Company,  understand  that 
quickly  identifying  and  resolving  warranty  issues  is  the  key  to  better  product  quality,  lower  warranty  costs 
and  greater  customer  satisfaction.  That's  why  Sub-Zero  and  Wolf  chose  SAS  as  its  business  intelligence 
partner  for  warranty  analysis.  To  learn  more  about  Sub-Zero  and  other  SAS  success  stories,  visit  our  Web  site. 

www.sas.com/subzero 


A nine-figure  fortune  won't  get  you  much  mention  these  days,  at  least  not  on  these  pages.  This  year,  for  the  first  time, 
everyone  in  The  Forbes  400  has  at  least  $1  billion.  The  collective  net  worth  of  the  nations  wealthiest  climbed 
$120  billion,  to  $1.25  trillion.  Surging  real  estate,  oil  and  other  asset  prices  paved  the  way  for  28  new  members  and 
14  returnees.  Developer  John  P.  Manning  used  political  savvy  to  build  a  $1.1  billion  fortune  in  part  by  brokering 
low-income  housing  projects.  Chesapeake  Energy  founders  Aubrey  McClendon  and  Tom  L.  Ward  are  two  of  the  oil 
fortunes  added  to  the  list.  Pouring  40  million  caffeinated  drinks  a  week  landed  Starbucks  honcho  Howard  Schultz  in  our  rankings. 
Among  the  returnees:  BET  founder  Robert  Johnson  and  Netscape  pioneer  James  Clark. 

The  biggest  gainer  this  year  once  again  is  casino  mogul  Sheldon  Adelson,  with  a  net  worth  up  $9  billion,  enough  to  knock 
Helen  Walton  out  of  the  Top  Ten.  Another  big  gainer  is  Warren  Buffett,  who  added  $6  billion.  That  wealth,  and  the  rest  of  what  he 
has  accumulated  as  a  value  investor,  will  be  given  away,  mostly  to  the  Bill  &  Melinda  Gates  Foundation. 

Eight  members  of  last  years  list  died,  including  investor  Preston  Tisch.  He  is  replaced  by  his  wife,  Joan.  Thirty-four  people 
couldn't  keep  up.  They  include  leveraged  buyout  tycoon  Theodore  Forstmann  and  poultryman  Donald  Tyson. 
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Elizabeth  Gregory,  Miriam  Gottfried,  Emily  Lambert,  Michael  Maiello,  Peter  Newcomb,  Deborah  Orr, 
Matthew  Rand,  Amanda  Schupak,  Matthew  Swibel,  Mark  Tatge  and  David  Whelan 
ART  DIRECTION:  Charles  A.  Brucaliere 
PHOTO  EDITOR:  Gail  Toivanen 
DATABASE:  Mitchel  Rand 
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Driven. 

We  serve  7  of  the  top  7  global  automobile  manufacturers 
from  strategy  through  execution  toward  sustainable  success. 


BearingPoint 


Management  &  Technology  Consultants 
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THE 


William  H.  Gates  III 

$53  BILLION 
Microsoft.  Medina,  Wash. 
50.  Married,  3  children 

In  June  Microsoft's  visionary  announced  his  re- 
tirement from  company  he  cofounded  3 1  years 
ago.  Ray  Ozzie,  a  former  foe  at  Lotus,  will  assume 
some  of  Gates'  future-seeing  duties  when  he  fi- 
nally steps  aside  in  2008.  The  Harvard  dropout 
who  promised  "a  computer  on  every  desk  and 
in  every  home"  is  now  focusing  time  and  talents 
on  tackling  diseases  (hepatitis  B,  AIDS,  malaria) 
in  Africa,  boosting  America's  lackluster  high 
school  graduation  rate  and  helping  women 
abroad  start  small  businesses.  This  summer  bridge 
buddy  Warren  Buffett  pledged  $31  billion  in 
Berkshire  Hathaway  stock  to  Bill  &  Melinda  Gates 
Foundation  over  the  next  20  years,  potentially 
doubling  foundation's  endowment.  Sells  20  mil- 
lion Microsoft  shares  a  quarter,  plows  proceeds 
into  personal  investment  vehicle  Cascade.  Today 
more  than  half  of  net  worth  invested  outside  Mi- 
crosoft. MSFT  flat  over  past  year  despite  $30  bil- 
lion in  stock  buybacks  since  2004;  $36  billion 
more  planned.  Company  pushing  beyond  PCs 
into  television  set-top  boxes,  games,  cell  phones. 
Upcoming  Windows  operating  system,  Vista,  due 
early  2007  after  repeated  delays. 


trid  Menks  on  his  76th  birthday  in  August.  Had  long  promised  to  give 
I  had  irrevocably  earmarked  the  majority  of  his  Berkshire  Hathaway 
Believed  to  be  the  largest  gift  in  history,  it  will  go  mostly  to  the  Bill  & 
red  newspapers  as  a  boy.  Filed  first  tax  return  at  age  13;  claimed  $35 
\jamin  Graham  at  Columbia,  learned  to  hunt  for  undervalued  stocks. 
t  insurance  underwriting  for  the  intestable  float.  Today  holding  com- 
.oom),  utilities  (MidAmerican  Energy),  home  furnishings  (R.C.  Wil- 
a-Cola,  Wells  Fargo.  Acquired  5  new  companies  in  2005,  including 
j  orest  River),  new  media  (Business  Wire).  Despite  massive  gifts,  the 
stock  up  19%  in  past  12  months;  since  1965  it  has  had  a  compound 
ttion:  "Getting  fired  can  produce  a  particularly  bountiful  payday  for 
ut  his  desk,  than  an  American  worker  earns  in  a  lifetime  of  cleaning 
is  nothing  succeeds  like  failure." 


:or  a  different  kind  of  su<  www.bearingpoint.com 


Sheldon  Adelson 

$20.5  BILLION 

Casinos,  hotels.  Las  Vegas. 
73.  Divorced,  remarried;  5  children 

Son  of  a  Boston  cabdriver  borrowed  $200  from  his  uncle  to  sell  newsjj 
mier  show,  Comdex,  mid-1980s;  ran  70%  profit  margin  renting  space 
show  to  Japans  Softbank  for  $862  million  in  1995.  Then  Las  Vegas: ' 
suites  Venetian  casino  resort  and  the  1.2-million-square  foot  Sands  CJ 
to  Sin  City  midweek,  taking  emphasis  off  gambling.  Sold  suites  for  $J 
him:  "I  loved  being  the  outsider.  I  didn't  care  what  those  guys  said."  Tq 
244  million  shares  worth  $17  billion.  Net  worth  10  times  that  of  archil 
Vegas.  Big  bet  on  Asia:  opened  $265  million  Sands  Macau  casino  Mai 
Strip:  $6  billion  project  will  place  7  hotel-casinos  on  Macau's  2  islanc 
In  May  won  coveted  Singapore  gaming  license.  Plans  to  build  $3.5  bil 
conventions  put  him  ahead  of  rivals  MGM  Mirage  and  Harrah's  EnteJ 


Lawrence  Ellison 

$19.5  BILLION 

Oracle.  Redwood  City,  Calif. 
62.  Thrice  divorced,  remarried; 
2  children 

Brash  software  titan  still  at  helm  of  Oracle 
Systems,  database  outfit  he  cofounded  30 
years  ago.  Reshaping  the  industry  with  a 
massive  shopping  spree;  spent  $19  billion 
buying  21  software  companies  in  past  3 
years.  Biggest  acquisitions:  PeopleSoft  for 
$11  billion,  Siebel  Systems  for  $5.9  billion. 
Deals  added  $4.6  billion  to  company's  an- 
nual revenue,  18,000  to  employee  count. 
Combination  makes  Oracle,  already  strong 
in  database  management,  a  big  player  in 
business  applications  like  accounting  and 
personnel.  Now  stitching  it  all  together  into 
software  suite  Fusion  for  release  by  2008. 
Predicts  earnings  will  grow  20%  a  year  for 
the  rest  of  the  decade.  Chicago  native  stud- 
ied physics  at  U  of  Chicago;  didn't  gradu- 
ate. Started  Oracle  in  1977.  Took  public  in 
1986,  a  day  before  Microsoft.  Companies 
have  been  fiercely  competitive  ever  since. 
Spends  lots  of  time  on  distractions:  tweak- 
ing his  40-acre  Japanese-style  estate,  cruis- 
ing on  his  453-foot  yacht,  Rising  Sun 
(world's  second  largest).  Plans  to  sail  in  2007 
America's  Cup  in  Spain.  "Life  is  short.  I'm 
not  going  to  spend  every  minute  of  it  with 
Oracle."  Recently  rescinded  a  $100  million 
gift  to  Harvard  University.  Has  yet  to  an- 
nounce where  the  funds  will  go;  must  give 
the  money  away  as  part  of  an  insider  trad- 
ing suit  settlement.  Turned  blase  on  being 
a  billionaire:  "Money  is  just  a  method  of 
keeping  score  now.  I  certainly  don't  need 
more  money.  No  one  needs  this  much 
money." 
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Driven. 

We  serve  7  of  the  top  7  global  automobile  manufacturers. 
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We  serve  10  of  the  top  10  global  diversified  financial  institutions. 


We  serve  1 0  of  the  top  1 0  global  life  science  companies. 


From  strategy  through  execution,  we  collaborate  with  our  clients 
to  deliver  sustainable  success.  We  apply  our  broad  expertise 
and  practical  problem  solving  to  help  them  succeed  again  and  again. 
We're  BearingPoint,  management  &  technology  consultants. 


BearingPoint 


Management  &  Technology  Consultants 
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Paul  Allen 

$16  BILLION 

Microsoft,  investments.  Seattle. 
53.  Single 


Former  Microsoft  geek  added  considerable  luster  to  jock  credentials  this  year  when  his  NFL  Seattle  Seahawks  went  to  the  Super  Bowl.  Hoops 
proving  less  rewarding:  underperforming  Portland  Trail  Blazers  losing  Allen  millions.  Recently  abandoned  efforts  to  sell  NBA  franchise. 
Ceding  No.  3  spot  on  The  Forbes  400  to  Sheldon  Adelson  this  year  but  should  have  ranked  lower  all  along:  previous  net  worth  estimates  failed 
to  account  for  high  levels  of  debt,  other  investment  losses  following  burst  of  tech  bubble.  Whoops.  Teamed  up  with  high  school  friend  Bill 
Gates  1975  to  start  computer  company.  Left  Microsoft  after  bout  with  Hodgkin's  disease  1983;  retained  more  than  a  quarter  of  company's  stock. 
Selling  ever  since.  Invests  proceeds  through  personal  holding  company  Vulcan  Inc.;  owns  dozens  of  stakes  in  media,  technology,  biotech.  Also 
oil:  bought  energy  outfit  Plains  Resources  for  $460  million  2004.  Along  with  founding  partners  Jeffrey  Katzenberg,  David 
Geffen  (see)  and  Steven  Spielberg  (see)  made  a  few  hundred  million  selling  off  DreamWorks;  took  animation  unit  public  early  last  year,  sold  live- 
action  movie  studio  to  Paramount  December.  Remains  chairman  of  onetime  cable  darling  Charter  Communications.  Devotes  majority  of  time 
to  philanthropy  (medicine,  education),  socializing.  Toys  include  Octopus,  a  413-foot  yacht  that  contains  2  helicopters  and  a  60-foot  submarine; 
large  collection  of  vintage  military  aircraft. 
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I   Jim  C.  Walton       S.  Robson  Walton 

$15.7  BILLION  $15.6  BILLION 

Wal-Mart.  Bentonville,  Ark.  Wal-Mart.  Bentonville,  Ark. 

58.  Married,  62.  Divorced,  remarried; 

4  children  3  children 


Christy  Walton 

$15.6  BILLION 
Wal-Mart.  Jackson,  Wyo. 
Circa  50.  Widowed,  1  child 


Alice  L.  Walton 

$15.5  BILLION 
Wal-Mart.  Fort  Worth. 
57.  Twice  divorced 


Children,  daughter-in-law  of  Sam  Walton  (d.  1992),  who  began 
retail  career  1940  making  $75  a  month  as  a  clerk  for  J.C.  Penney. 
Opened  Ben  Franklin  5-and-dime  store  in  Newport,  Ark.  5  years 
later;  lost  lease  1950.  With  brother  James  L.,  opened  new  chain  of 
general  stores  in  Bentonville,  Ark.  1962.  Took  Wal-Mart  public 
1970,  now  worlds  largest  retailer,  with  6,500  stores  in  15  countries; 
1.8  million  employees  serve  176  million  customers  a  week.  Sales: 
$315  billion.  Company  claims  to  save  average  American  house- 
hold $2,300  a  year.  But  stock  down  10%  since  beginning  of  2005; 
Wall  Street  unimpressed  by  earnings.  Family  controls  40%  of  Wal- 
Mart.  Rob:  Columbia  Law,  company's  first  lawyer;  now  serves  as 
chairman.  Jim:  oversees  family  banking  business.  Alice:  raises 
horses  on  her  Texas  ranch.  Christy:  widow  of  John  Walton,  who 
died  when  his  ultralight  aircraft  crashed  last  summer.  Mother, 
Helen,  No.  1 1  on  our  list. 


Michael  Dell 

$15.5  BILLION 

Dell.  Austin,  Tex. 

41.  Married,  4  children 

Tough  year  for  the  soft-spoken  Texan  who 
founded  the  world's  largest  PC  maker.  Shares  of 
his  Dell  Inc.  down  60%  in  past  12  months,  putting 
his  9.4  million  stock  options  underwater.  In 
August  company  recalled  4. 1  million  computer 
batteries  after  a  video  of  an  exploding  laptop  set 
Internet  ablaze  even  though  only  handful  of 
computers  caught  fire.  Company  overhauling 
customer  service  division  after  struggling  with 
complaints.  Also  lowered  PC  prices,  dropped 
Intel-only  policy.  Founder  started  selling  comput- 
ers from  University  of  Texas  dorm  room  1984; 
dropped  out  to  start  Dell.  Public  1988,  grew  fast 
with  direct-sales  model,  kept  R&D  costs  low. 
Staunch  Republican  sits  on  U.S.  President's  Coun- 
cil of  Advisors  on  Science  &  Technology.  Wife, 
Susan,  created  fashion  label  Phi,  sells  through  24 
boutiques  worldwide.  Two-thirds  of  net  worth 
now  outside  Dell,  invested  through  private  invest- 
ment firm  MSD  Capital:  real  estate,  restaurants, 
Eddie  Lampert's  (see)  ESL  Investments.  Rumored 
to  be  buyer  in  Internationa]  Paper's  recent  sale  of 
900,000  acres  of  timberland. 
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Produced  in  partnership  with  the  Hispanic  Association  on  Corporate  Responsibility  HACR 

DIVERSITY by  DESIGN 

A  Culture  of  Development  and  Inclusion 
Is  a  Competitive  Advantage 

By  Judith  L.  Turnock 

Diversity  and  inclusion  do  not  happen  by  accident  or  by  wishful  thinking. 
They  require  conscious  and  deliberate  decisions,  led  by  commitment  from 
the  G-suite,  and  continuous  monitoring  to  make  sure  practice  is  moving 
in  the  direction  of  an  open  and  inclusive  work  environment. 


ADVERTISEMENT  2 

DIVERSITYbvDESIGN 


hy  bother?  Carlos  E  Orta 
president  and  chief  executive 
officer     of    the  Hispanic 
Association     on  Corporate 
Responsibility  (HACR),  makes  2 
convincing    case:    "Companies    need  new 
cultural  competencies  to  meet  the  needs  o 
future  customers."  In  a  service  economy 
where  each  employee's  contribution  is  crit 
ical  to  business  success,  a  company's  ability  tc 
inspire  a  process  of  continuous  learning  anc 
improvement  in  every  employee  will  define  its 
competitive  advantage.  This  is  what  BellSouth 
calls  "a  better  return  on  your  investment  ir 
human  capital."  Companies  that  create  cultures  ol 
development  —  where  all  employees,  encouragec 
to  reach  their  maximum  potential,  contribute  their  best 
efforts  to  the  company's  shared  business  objectives  —  will 
continuously  recruit  and  retain  top  talent  and,  therefore,  out 
perform  companies  that  do  not. 


INSPIRED  LEADERSHIP 

But  how  do  companies  inspire  a  workforce  that  will 
devote  its  best  efforts  —  those  fresh  perspectives  and 
fresh  insights  —  toward  their  business  goals?  Best  prac- 
tices point  to  a  chief  executive  committed  to  diversity 
and  inclusion  who  builds  a  strategic  network  of  policies,  practices 
and  programs  that  work  together  to  increase  individual  performance 
and  organizational  productivity  —  Diversity  by  Design. 


The  sine  qua  non  of  a  culture  of  development  is  committed  lead- 
ership, beginning  with  the  chief  executive  officer.  "If  people  see  the 
chief  executive  engaged,"  explains  Orta,  "then  it  filters  dowr 
throughout  the  company."  Leaders  who  view  inclusion  and  develop- 
ment as  strategic  business  imperatives,  commit  to  achieving  them 
incorporate  them  into  every  aspect  of  business  strategy  and  demanc 
accountability  at  every  level  in  the  organization  will  realize  the 
promise  of  diversity  and  inclusion. 


Lt      rs  who  view  inclusion  and  development  as  strategic  business 
imp         es,  commit  to  achieving  them,  incorporate  them  into  every 
siness  strategy  and  demand  accountability  at  every  level 


in  ti? 


afion  will  realize  the  promise  of  diversity  and  inclusion. 


A 


you  1 
know 


Aetna's  Culture  of  Diversity 


Building  a  bridge  that 
everyone  can  cross. 

At  Aetna,  we  understand  the  business 
case  for  diversity  as  well  as  the  moral 
imperative.  Our  commitment  to  this 
core  value,  both  inside  and  outside  our 
company,  is  reflected  in  Aetna's  initiative 
to  earmark  up  to  $100  million  dollars  to 
invest  in  and  with  minority-  and  women- 
owned  businesses  over  the  next  five 
years.  Because  of  our  efforts  to  promote 
diversity,  Aetna  was  listed  as  one  of  the 
top  50  employers  for  both  minorities  and 
women  in  a  recent  special  Advertising 
Section  in  FORTUNE  Magazine*  To  learn 
more,  visit  aetna.com/diversity. 


We  want  you  to  know5 


TAetna 


Health 

Dental 

Pharmacy 

Behavioral  Health 

Long  Term  Care 

Disability 

Lite 


©2006  Aetna  Inc.     Plans  are  offered  by  Aetna  Life  Insurance  Company.  *The 
annual  '2005  Top  50  Employers'  sections  were  not  produced  by  FORTUNE'S  editorial 
department.  They  were  created  by  FORTUNE  Custom  Projects  based  on  research 
conducted  by  SmartRevenue  Research. 
200625 
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Richard  Macedonia 
President  and  Chief 
Executive  Officer 


Dr.  Rohini  Anand 

Senior  Vice  President  and 

Chief  Diversity  Officer 

Sodexho,  Inc. 

Diversity  and  inclusion  is  a  strategic  imper- 
ative for  Sodexho.  We  focus  on  creating  a 
high-performance  and  inclusive  work  culture 
by  promoting  ownership  and  accountability  for 
diversity  at  all  levels. 

We  ensure  that  diversity  and  inclusion  are 
woven  into  the  fabric  of  the  Sodexho  culture. 
The  Diversity  Leadership  Council  sets  the  strat- 
egy and  direction,  and  our  Employee  Network 
Groups  and  Diversity  Councils  ensure  grass- 
roots involvement. 

In  addition,  Sodexho's  Diversity  Learning 
Strategy  provides  targeted  learning  opportu- 
nities throughout  our  organization.  This,  cou- 
pled with  our  ESL,  Mentoring  and  Succession 
Planning  initiatives,  ensures  that  we  are 
developing  diverse  talent  to  support  our  busi- 
ness growth  objectives. 

Externally,  Sodexho's  Supplier  Diversity 
Department  identifies  and  establishes  vendor 
relationships  with  WMBE's  on  a  local,  re- 
gional and  national  basis.  We  are  proud  to 
have  been  listed  number  10  on  Diversitylnc's 
"Top  25  Companies  for  Supplier  Diversity" 
and  number  14  on  "Diversitylnc's  Top  50 
Companies  for  Diversity." 

www.sodexhoUSA.com 


Sodexho 


What  are  the  best  practices,  those  leader- 
ship behaviors  that  unequivocally  signal  the 
commitment  to  a  culture  of  development? 

Communicate  the  business  case. 

Committed  leaders  find  endless  oppor- 
tunities to  reinforce  their  commitment:  in 
speeches  to  employees,  memos,  e-mail 
blasts,  pronouncements  and  company 
newsletters;  at  executive  committee, 
board,  shareholder  and  staff  meetings;  and 
on  the  company  Web  site,  during  speeches 
to  outside  organizations  and  in  casual 
conversations  with  the  senior  team  or 
any  employee.  Personal  insights  gained 
through  work  experience  with  colleagues 


to  change  and  to  make  other  people  success- 
ful throughout  the  company.  The  prophecy 
becomes  self-fulfilling. 

Lead  by  example. 

A  leadership  team  that  seeks  out  and 
supports  interactions  among  a  wide  variety 
of  people,  including  minorities,  women 
and  the  disabled,  begins  the  process.  There 
are  multiple  opportunities:  formal  mentor- 
ing programs,  employee  affinity  groups, 
diversity  training  for  all  executives,  sup- 
porting diverse  candidates  in  promotional 
decisions  and  succession  planning,  and 
nonprofit  organizations  committed  to 
social  and  economic  justice. 


AETNA  IN  THE  COMMUNITY 

Aetna's  continuing  support  for  the  Funders'  Collaborative  for 
Strong  Latino  Communities  has  positioned  the  collaborative 
to  raise  $29  million  from  more  than  140  donors. 


Demand  accountability. 

Include  progress  on  diversity  and  inclu- 
sion as  key  considerations  in  calculating 
bonuses  and  in  promotion  decisions.  In  a 
business  environment,  these  factors  focus 
everyone's  attention. 

FORMALIZED 
INFRASTRUCTURE 

ith  the  clear  message  oi 
/   commitment  delivered,  a 
formalized  infrastructure 
▼       ▼  gives  employees  a  framework 
for  modeling  this  new  behavior,  as  well  as 
resources  —  "money,  commitment  and 
time,"  explains  Orta.  Here  are  strategies  that 
many  companies  have  found  effective. 


who  are  minorities,  women  or  disabled 
can  add  power  to  the  business  message. 
Because  the  absence  of  words  also  sends  a 
powerful  message,  committed  leaders  who 
become  attuned  to  the  value  of  diversity  and 
inclusion  will  make  it  part  of  their  lexicon. 

Support  role  models  at  the  top. 

When  minorities,  women  and  the  disabled 
are  included  as  a  part  of  the  leadership  team, 
the  message  of  commitment  to  diversity  and 
inclusion  becomes  real.  Those  who  tradition- 
ally have  been  excluded  are  inspired,  their 
work  can  and  wall  be  validated,  and  the  glass 
or  concrete  ceiling  can  be  penetrated.  Even 
more  important  is  the  response  inspired  in 
other  managers:  Role  models  create  pressure 


Diversify  the  ingredients  and  you'll  get  more  interesting  results. 

Seeking  new  ideas  from  diverse  sources  is  good  for  food  and  good  for  companies.  Each  day,  Cargill  is  involved 

in  food,  nutrition,  agriculture  and  supply  chain  management  in  over  60  countries  around  the  world. 
Our  work  in  diverse  places  has  made  us  understand  that  good  ideas  can  come  from  anyone,  anywhere.  We're 

committed  to  employee  and  supplier  diversity  because  we  know  it  helps  us  create  better  products,  serve 
customers  better  and  promote  prosperity  in  communities  everywhere.  For  more  information,  visit  Cargill.com/about 


vww.cargill.com 

5  2005  Cargill,  Incorporated 


Cargill 

Nourishing  Ideas.  Nourishing  People: 
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EnsemiK  ce  Solutions 

As  the  fifth-largest  diversity-owned  busi- 
ness in  the  U  S.,  Ensemble  is  a  strong  advocate 
for  our  clients  in  the  diversity  community. 
We  take  a  proactive  role  in  representing  the 
successful  diversity  programs  in  which  our 
clients  participate  with  regard  to  the  utilization 
of  contract  labor.  Ensemble  has  an  aggressive, 
comprehensive  diversity  program  for  our 
clients  that  includes: 

•  Participation  at  diversity  networking 
activities 

•  Sponsorship  of  programs  where  suppliers 
learn  how  to  provide  diverse  contract 
labor  services  to  our  customers 

•  Publication  of  successful  results 
in  various  media  outlets 

•  Representation  at  diversity 
outreach  functions 

•  Establishing  a  mentoring  program 
for  suppliers  to  increase  diversity 

•  Encouraging  diversity  in  the  workplace 
as  a  primary  contributor  to  bottom-line 
results 

Contact  Lisa  Quattrini,  Executive  Vice 
President,  at  1-888-828-2750. 

www.ensemblemsp.com 
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External  diversity  advisory  councils 
and  board  diversity  committees. 

The  broader  perspective  provided  by 
external  advisors  and  the  attention  of  board 
diversity  committees  can  open  the  door  to 
new  thinking.  Many  companies  have  found 
that  merely  having  to  report  results  to 
a  board  committee  prompts  immediate 
behavioral  change.  MGM  Mirage,  for 
example,  charged  its  Board  Diversity 
Committee  with  integrating  diversity  into 
every  aspect  of  the  business  strategy.  It  is 
difficult  to  justify  the  status  quo  under  a 
spotlight.  Orta  has  found  that  all  it  takes  is 
"someone  to  ask  the  questions." 

External  advisers  can  see  more  freely 
beyond  the  parameters  of  "the  way  we 
always  do  things."  Afforded  new  opportuni- 
ties such  as  coached  career-development 
planning,  leadership  and  efficiency 
workshops  and  fellowships  for  leadership 
programs  at  top  universities,  existing 
employees  can  be  recognized  as  the  appre- 
ciable assets  they  are. 

A  senior  inclusion  officer. 

Diversity  and  inclusion  is  only  one  of 
many  competing  interests  that  command 
senior  leadership  attention.  Therefore,  a 
dedicated  senior  inclusion  officer  is  the  most 
effective  approach  to  achieving  enduring 
results.  That  person  can  be  successful  from 
various  positions  in  the  organization;  the 
decision  depends  on  how  a  company  is 
organized.  Most  practitioners  prefer  a  stand- 
alone department  that  reports  directly  to  the 
chief  executive  or  a  board  committee. 
However,  many  companies  have  succeeded 


through  other  strategies  —  for  example, 
senior  inclusion  officer  in  human  resource 
legal  or  strategic  planning.  The  key  factor 
for  success  are  access  to  decision  makers  an 
the  confidence  of  line  managers. 

An  executive  steering  committee. 

A  committee  focused  on  diversity  an< 
inclusion,  whose  members  include  depart 
ment  heads  and  senior  leaders  and  is  chairei 
by  the  chief  executive,  like  Sodexho 
Diversity  Leadership  Council,  can  brini 
about  impressive  results.  An  executiv 
steering  committee  whose  mission  is  t» 
develop  a  company-specific  business  cast 
examining  the  relevant  data  to  benchmarl 
current  status,  and  create  a  plan  to  integrat 
diversity  and  inclusion  into  the  overa 
business  strategy,  heralds  systemic  change 
An  additional  benefit  of  these  committee 
is  the  continuing  opportunity  for  senio 
leaders  to  interact  with  employees  o 
different  ethnicities  and  backgrounds.  Th 
personal  experiences  frequently  broadei 
leaders'  perspectives. 

Employee-based  inclusion  councils. 

To  engage  a  broader  band  of  employees 
establish  an  inclusion  council  (or  councih 
whose  membership  includes  a  wide  rang 
of  levels  and  functional  groups  as  well  a 
key  diversity  categories  —  often  referrei 
to  as  a  "diagonal"  or"Z"  slice  of  the  organ 
ization.  These  councils,  Sodexho  finds 
ensure  buy-in  across  the  board.  They  can  b 
voluntary,  but  the  most  effective  result 
come  from  councils  with  appointed  mem 
bers  who  work  with  a  specific  agenda  ani 


BellSouth  has  a  strong  commitment 
to  the  communities  we  serve. 

We  continually  reaffirm  that 
commitment  and  reinforce  our 
connections  to  the  community  by 
embracing  diversity  and  inclusion  — 
both  inside  and  outside  the  company. 

Connecting  to  the 
community  with 
talent,  strength 
and  diversity. 

Through  its  Office  of  Diversity, 
BellSouth  supports  networking 
groups  that  promote  mentoring, 
training,  and  enhanced  opportunity 
for  all  employees,  regardless  of  age, 
race,  gender,  or  sexual  orientation. 
These  groups  volunteer  their  time  and 
resources  to  sponsor  a  wide  range  of 
activities  and  provide  new  ways  in 
which  BellSouth  connects  to  the 
people  we  serve. 

BellSouth  is  proud  of  these  efforts. 
Because,  no  matter  how  advanced 
our  technology,  we  know  that  the 
strongest,  most  lasting  connections 
are  made  within  the  community,  face 
to  face,  person  to  person. 

@  BELLSOUTH 

Listening.  Answering® 
bellsouth.com 
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Valencia  Adams 
Vice  President  and 
Chief  Diversity  Officer 
BellSouth  Corporation 

The  Hispanic/Latino  market  is  the 
fastest-growing  segment  in  the  country,  and 
particularly  in  the  Southeast,  which  is 
BellSouth's  territory.  Accordingly,  we  believe 
diversity  and  inclusion  in  our  workforce  — 
at  all  levels  —  are  essential  if  we  are  to 
effectively  market  products  and  services 
that  meet  the  needs  and  aspirations  of  our 
increasingly  diverse  customer  base. 

BellSouth  has  developed  advertising, 
products  and  services,  media  and  supplier 
diversity  initiatives  aimed  specifically  at  the 
Hispanic  community.  In  addition,  we  are  con- 
tinually improving  recruitment  procedures  in 
order  to  retain  and  promote  talented,  diverse 
employees  as  they  work  toward  their  own 
career  goals. 

Over  the  years,  the  company  has  solidified 
strong  relationships  with  key  influential  organ- 
izations like  HACR  to  increase  the  pool  of  avail- 
able talent.  BellSouth  has  been  a  corporate 
associate  member  of  HACR  for  seven  years, 
and  is  proud  to  have  been  named  to  HACR's 
Corporate  Index  2004. 

At  BellSouth,  we  seek  to  shape  and  sustain 
a  corporate  environment  where  diversity  is 
celebrated  and  every  voice  is  heard. 

www.bellsouth.com 
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deliver  particular  recommendations  linked 
to  company  business  goals  to  the  executive 
steering  committee. 

Employee  affinity  groups. 

Begun  as  employee  initiatives,  affinity 
groups  have  evolved  into  company- 
supported  networks  that  offer  both  career 
development  for  members  and  opportuni- 
ties for  them  to  act  as  ambassadors  for  the 
company.  Members  have  become  active 
participants  in  the  recruitment  process 
and  crucial  in  increasing  retention  among 
valued  employees.  In  a  growing  number 
of  companies,  such  as  BellSouth,  they 
serve  as  sounding  boards  for  marketing 
new  products. 

Formal  mentoring  programs. 

As  the  employee  pool  has  broadened 
and  the  bonds  of  personal  identification 
are  less  obvious  than  when  the  pool  was 
homogeneous,  formal  mentoring  programs 
have  broken  the  ice  across  differences  for 
both  mentors  and  mentees.  It  takes  actual 
experience,  individual  and  group  coaching, 
and  close  monitoring  for  both  mentors  and 
proteges  to  achieve  beneficial  results  over 
time  in  these  one-on-one  situations. 
Mentors  and  proteges  who  have  a  positive 
experience  are  more  likely  to  mentor 
others,  including  people  who  are  different 
from  them.  Many  companies  are  finding 
that  the  loyalty  built  through  these  expe- 
riences leads  to  better  promotion  and 
retention  rates. 


ALIGNING  HUMAN 
RESOURCES  PROCEDURES 

K*  ey  to  weathering  culture 
change  is  a  strategic,  proactive 
human  resources  function 
^  This  means  moving  HR 
from  its  traditional  administrative  and  sup- 
port role  to  one  where  it  is  a  leader  and 
partner  in  planning  the  company's  future. 
HR  policies,  procedures  and  practices  that 
promote  development  of  all  employees  arel 
the  foundation  of  a  successful  future. 
Following  are  some  best  practices. 

Recruitment:  Casting  as  wide  a  net  ad 
possible  ensures  a  diverse  pool  of  candi- 
dates. Effective  techniques  include  con 
tacts  with  predominantly  minority  school 
and  minority  professional  associations, 
summer  internship  programs,  minority-i 
focused  case  study  competitions,  enlisting 
minority  employees  as  recruiters  and  even 
asking  them  to  meet  one-on-one  with 
serious  candidates. 

Selection:  Who  is  selected  from  this  broads 
based  recruitment?  To  promote  the  most) 
objective  assessments,  many  companies 
have  trained  interviewers  about  typical 
"red  flags":  assuming  someone  is  "similar 
to  me,"  forming  impressions  based  on 
nonessential  characteristics  such  as  a  hand- 
shake, applying  pet  theories  about  prior 
work  experience,  accepting  hearsay  opinions 
rather  than  forming  one  s  own  impressions, 
stereotyping,  or  relying  on  a  "halo  effect' 
and  believing  that  skills  in  one  area  will 
transfer  into  another  unrelated  area.  Other 
companies  use  a  team  approach  to  blunt  the 
impact  of  individual  conclusions  or  behav- 
ioral interviewing  techniques,  which  plumb 
candidate  experiences  to  identify  the  capac- 
ity to  learn  and  grow. 


The  Best  Medicine 


Good  Choices. 

At  Pfizer,  we  believe  that  good  health  starts  with 
good  choices.  Our  website,  www.PfizerforLiving.com, 
provides  information  about  good  nutrition 
and  exercise  for  a  healthier  lifestyle. 

And  if  you  need  medicine,  Pfizer  has  over  1 50 
years  of  experience  discovering  and  developing 
breakthrough  medicines  for  diseases  like 
depression,  heart  disease  and  diabetes. 

Today,  Pfizer  research  scientists  are  working 
on  new  cures  for  diseases  like  HIV/AIDS,  cancer 
and  Alzheimer's.  So  if  you  need  medicine, 
Pfizer  will  be  there  to  help  you  and  your 
doctor  make  the  best  choice  possible. 


Working  for  a  healthier  world' 


Pfizer  is  proud  to  support  the  Hispanic  Association  on  Corporate  Responsibility. 


©2006  Pfizer  Inc.  All  rights  reserved. 
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Pfizer  Inc 

Diversity  &  Inclusion 
Leadership  Council 

Diversity  and  inclusion  at  Pfizer  is  a  long- 
term  change  management  process,  owned 
and  driven  by  Pfizer's  Executive  Leadership 
Team  to  increase  organizational  capability  and 
effectiveness  and  to  drive  market  capability. 

A  worldwide  strategic  framework  was 
developed  and  endorsed  in  early  2006  to 
position  Pfizer  to  achieve  its  aspiration  of 
becoming  an  industry  leader  and  position 
itself  among  the  top  global  corporations  in 
the  area  of  diversity  and  inclusion  within  the 
next  five  years. 

One  of  the  fundamental  drivers  of  this 
change  has  been  the  establishment  of  the 
Pfizer  Inc  Diversity  &  Inclusion  Leadership 
Council.  Made  up  of  18  international  business 
leaders,  the  Council  provides  executive  over- 
sight, leadership,  influence  and  governance  to 
assure  implementation  of  Pfizer's  diversity  and 
inclusion  strategic  framework.  Among  its 
duties,  the  Council  is  charged  to: 

•Establish  enterprise-wide  priorities 
and  metrics 

•  Ensure  accountability  processes  are 
in  place  for  senior  leaders 

•  Monitor,  evaluate  and  report  results 
and  progress 

www.pfizer.com 


On-Boarding:  Once  selected,  new 
employees  can  be  positioned  for  success 
through  orientation  sessions  that  focus  on 
the  organization's  cultural  values:  the 
behavioral  competencies  it  prizes,  the 
unwritten  rules  of  behavior,  the  company's 
commitment  to  inclusion  and  a  culture  of 
development,  and  its  support  for  employees' 
efforts  to  take  responsibility  for  their  own 
career  development. 

Retention:  An  even  greater  challenge 
is  retaining  those  new  employees,  what 
BellSouth  Chief  Diversity  Officer  Valencia 
Adams  calls  "closing  the  back  door."  As  it 
turns  out,  everything  that  happens  after 
on-boarding  has  an  impact  on  retention. 
Productive  areas  of  focus  are  as  follows: 

•  Performance  management.  The  key 

factor  in  a  performance  management 
system  that  is  perceived  as  fair  is  eval- 
uating against  objective  standards. 
These  include  the  technical  skills  and 
accomplishments  usually  listed  in  job 
descriptions,  as  well  as  the  behavioral 
or  "soft"  skills  a  company  seeks  in  its 
leaders.  Training  managers  on  how  to 


implement  the  new  system  includes 
delivering  constructive  performance 
feedback  to  every  employee. 

Career  development  planning.  The 

performance  evaluation  process 
should  include  preparing  an  individual 
career  advancement  plan.  While  the 
primary  responsibility  for  achieving 
career  goals  rests  with  the  employee, 
managers  can  enhance  the  prospects  of 
success  by  providing  guidance,  assign- 
ments that  encourage  mastery  of  new 
skills  and  feedback  about  performanc 
and  results. 

Internal  sourcing  —  lateral  transfers 
and  promotions.  Companies  where  a 
significant  percentage  of  lateral  trans- 
fers and  promotions  go  to  existing 
employees  can  increase  morale  and 
loyalty.  An  employee's  best  efforts  tend 
to  follow. 

Succession  planning.  This  is  an 
untapped  source  of  opportunities  for 
diversity  and  inclusion.  Few  companies 
plan  enough  for  future  leadership,  and 
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THE  HOME  DEPOT  COMMITMENT 
TO  DIVERSITY  AND  INCLUSION 

"Diversity  is  the  catalyst  for  innovative  thinking,  entrepre- 
neurial spirit  and  a  new  way  of  building  our  communities. 
The  greater  the  diversity  of  our  people,  the  greater  our 
ability  to  service  our  customers.  At  The  Home  Depot, 
we  firmly  believe  talent  comes  in  many  forms,  and  we 
celebrate  each  and  every  one  of  them.  It  is  talent  above 
all  else  that  is  cultivated,  nourished  and  considered  to 
be  the  foundation  of  our  culture."  „,     .  ,       _  . 

—  Gloria  Johnson-Goins 
Vice  President  of  Diversity  and  Inclusion,  The  Home  Depot 


If  we  managed  their  contract  workers, 
they  could  have  afforded  a  better  grade  of  marble. 


Contact  Lisa  Quattnni,  Executive  Vice  President,  at  1-888-82H  275<  I  ENm*.  EMSLE 

\n  Axium  International  Company/Certified  MBE.  ensemblemsp.com  Workforce  Solutions. 
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Marilda  Gandara 
President 

The  Aetna  Foundation 

Hispanics  in  Philanthropy  (HIP),  an  associ- 
ation of  more  than  500  U.S.  and  Latin 
American  grant  makers  and  nonprofit  leaders, 
founded  the  Flinders'  Collaborative  for  Strong 
Latino  Communities.  With  Aetna's  continuing 
support,  the  Collaborative  has  raised  S29  mil- 
lion from  more  than  140  donors. 

"The  HIP  Funders'  Collaborative  for 
Strong  Latino  Communities  was  created  to 
build  sustainable  capacity  among  Latino-led 
nonprofit  agencies  through  increased  fund- 
ing from  foundation,  corporate,  government 
and  individual  donors  to  support  capacity 
building  among  Latino-led  nonprofit  organi- 
zations," says  Marilda  Gandara,  president  of 
the  Aetna  Foundation. 

Gandara  has  held  several  leadership  roles 
in  this  initiative,  and  her  participation  is  an 
example  of  Aetna's  commitment  to  diversity, 
community  building  and  infusing  a  health  focus 
to  philanthropic  projects. 

"With  Aetna's  assistance  and  Marilda's 
leadership,  the  Collaborative  brought  new 
opportunities  to  Latino  groups  and  is  also  cul- 
tivating the  next  generation  of  Latino  leaders 
in  philanthropy,"  says  Diana  Campoamor, 
president  of  HIP. 

www.aetna.com 


We  want  you  to  know® 

X\etna 


those  that  do  tend  to  rely  on  an  infor- 
mal and  subjective  process,  where  most 
high  potentials  selected  mirror  those 
whom  they  are  replacing.  Creating  a 
formal  and  open  process,  such  as 
Sodexho's,  where  a  wide  range  of 
employees  is  selected  for  senior  slots 
and  then  guided  with  mentoring, 
coaching  and  career  planning  from 
current  leaders,  can  reveal  high- 
performing,  diverse  leaders. 

Managing   entrepreneurial  spirits. 

Why  do  so  many  well-educated  and 
ambitious  young  employees,  especially 
members  of  diverse  groups,  leave  com- 
panies to  start  their  own  businesses?  At 


•  Accountability:  tying  compensation 
to  diversity  and  inclusion  achieve- 
ment. As  every  executive  knows,  the 
most  effective  way  to  jump-start  behav- 
ioral change  is  to  layer  diversity  and 
inclusion  accountability  into  perfor- 
mance reviews  as  well  as  decisions  about 
compensation,  bonuses  and  promotions. 

MEASURING  PROGRESS 

"^ff*  "^BT"    "*Vr"  iNured  gets 

I    done.  No  business  ini- 
tiative  would  be  under- 
T       T    taken  without  a  process  for 
measuring  and  recognizing  results,  both 
quantitatively  —  the  "whats"  —  and  quali- 
tatively —  the  "whys."  This  process  idenri- 


AXIUM  CHALLENGES  ITS  ENTREPRENEURS 


Axium  subsidiary  Ensemble  Workforce  Solutions,  the 
fifth-largest  diversity-owned  business  in  the  U.S., 
promotes  diversity  initiatives  among  Axium  clients. 


least,  in  part,  it's  because  they're  not 
finding  satisfying  careers  within  their 
companies.  Enterprises  that  encourage 
new  thinking  and  provide  all  employees 
with  challenging  work  are  more  likely 
to  inspire  loyalty  in  those  who  have  the 
most  to  contribute. 

Blending  the  generations.  Valued 
baby  boomer  managers  and  leaders 
who  are  working  longer,  plus  revolu- 
tionary advancement  in  business  tech- 
nologies and  techniques,  create  a  vast 
reservoir  of  employees  with  comple- 
mentary skills.  Why  not  leverage  them? 


fies  strengths  that  can  be  parlayed,  pinpoints 
areas  that  need  improvement  and  ensures 
continual  innovation.  Diversity  and  inclu- 
sion initiatives  are  no  different. 

Benchmark  where  you  are.  You  cannot 
document  change  unless  you  know  youi 
starting  point.  The  key  factors  in  bench- 
marking diversity  and  inclusion  track  those 
that  benchmark  any  business  initiative. 

•  Organizational  data.  These  include 
internal  quantitative  data  (employee 
satisfaction  surveys,  turnover  rate? 
by  department  and  by  demographic 


Sodexho  is  Being  Recognized  as  a  Leader 

06:  Top  50  Companies  for  Latinas  -  LATINA  Style  •  Top  50  Companies  for  Diversity  -  Diversitylnc • Top  Companies  for  Women  Executives  -  Diversity Inc  •  Top 
Companies  for  Asian  Americans  -  Asian  Enterprises  •  Top  Companies  for  People  with  Disabilities  -  Diversitylnc  •  Top  Employer  for  African  American 
aduates  -  Black  Collegian  •  Corporate  100  List  of  Best  Places  to  Work  for  Latinos  -  HISPANIC  Magazine  2005:  Top  25  Companies  for  African  Americans  - 
ack  Professionals  Magazine  •  Diversity  Innovator  Award  -  Women's  Business  Center  •  Patriotic  Employer  Award  -  U.S.  Department  of  Defense  •  Top  50 
jmpanies  for  Latinas  -  LATINA  Style  •  Top  40  Companies  for  Hispanics  -  Hispanic  Business  Magazine  •  Top  10  Companies  for  People  With  Disabilities  - 
iversitylnc  •  Top  10  Companies  for  International  Innovation  in  Diversity  -  Profiles  in  Diversity  Journal  •  Top  10  Companies  for  Asian  Americans  -  Asian 
rterprise  •  Top  10  Companies  for  Supplier  Diversity  -  Diversitylnc  •  Top  Employer  for  African  Americans  -  Black  Collegian  Magazine  •  Corporate  100  List  of  Best 
aces,  to  Work  for  Latinos  -HISPANIC  Magazine  2004:  Strategic  Examples  of  Excellence  in  Diversity  (SEED)  Award  -  Multicultural  Foodservice  &  Hospitality 
lliance  •  Top  50  Companies  for  African  American  Professionals  -  Savoy  Professional  •  Top  Companies  for  Diversity  -  Diversitylnc  •  Top  1 00  Employers  for  African 
nerican  Graduates  -  Black  Collegian  2003:  Michel  Landel  Receives  CEO  Leadership  Award  -  Diversity  Best  Practices  •  50  Best  Companies  for  Latinas  to  Work 
r  in  America  -  LATINA  Style  •  Employer  of  Choice  Award  -  Minority  Corporate  Counsel  Association 


ALTH  CARE,  EDUCATION,  BUSINESS,  GOVERNMENT 

od  Service,  Facilities  Management,  Vending,  Catering,  Office 
freshment  Services,  Environmental  Services,  Landscaping  &  Grounds 
nagement,  Conferencing,  Laundry  &  Linen  Services, 
nt  Operations  &  Management 

ww.  sodexhoilSA.  com 
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Making  every  day  a.  better  day 


Sodexho 
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group,  exit  interviews,  recruitment,  selection,  promotion  and 
internal  sourcing  rates,  performance  ratings  by  demographic 
group  and  succession  planning  inclusion)  and  qualitative  analy- 
sis based  on  360-degree  and  180-degree  reviews,  in-depth 
interviews  and  focus  groups. 

•  Business  Data.  Identify  future  trends  and  the  business  oppor- 
tunities within  them.  How  many  of  those  opportunities  exist 
in  emerging  markets?  How  satisfied  are  existing  customers, 
and  what  is  the  cost  of  losing  them?  How  productive  and 
profitable  is  the  company  overall,  as  well  as  by  specific  func- 
tional group,  division  and  business  unit? 

Track  behavioral  change. 

•  Set  relevant,  realistic  and  measurable  goals.  Identify  the 
behavioral  changes  your  company  needs  in  order  to  achieve  its 
business  goals,  and  then  select  tools  to  document  the  behaviors. 


Build  in  accountability.  Link  accountability  that's  consisten 
with  organizational  practices  to  documented  behavioral 
change.  Many  companies  factor  these  results  into  the  calculaj 
tion  of  bonuses  and/or  decisions  about  promotion.  In  2003 
MGM  Mirage  adopted  a  formal  policy  requiring  minority  bic 
participation  in  all  contracts  and  purchases  exceeding  $1,000 
In  addition,  the  company  has  appointed  diversity  managers  ir 
both  purchasing  and  construction  to  oversee  these  efforts  anc 
ensure  participation. 

Monitor  practice.  Establish  process  checkpoints  and  make 
necessary  adjustments  to  ensure  that  intervention  is  imple- 
mented as  it  was  designed  and  is  moving  the  needle  towarC 
the  desired  outcomes. 

Document  results.  Refer  to  the  benchmarking  data  (both 
organizational  and  business)  that  has  been  gathered  to  demonn 
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DIVE  RSITYhy  DESIGN 


strate  that  the  intervention  met  its 
goals,  and  then  follow  through  with 
recognition  and  rewards. 
The  most  successful  companies  already 
know  that  valuing  diversity  and  inclusion 
is  a  business  advantage.  As  the  foundation 
for  a  culture  of  development,  this  is  a  crit- 
ical business  strategy  to  maximize  overall 
organizational  performance.  Companies 
that  ensure  inclusive  work  environments 
will  continue  to  outperform  companies 
that  do  not. 

MEET  THE  HISPANIC 
ASSOCIATION  ON 
CORPORATE 
RESPONSIBILITY 

For  20  years,  the  Hispanic 
Association  on  Corporate 
Responsibility  (HACR)  has 
been  the  link  between  the 
Hispanic  community  —  its  talent  and 
leadership  —  and  corporate  America, 
promoting  corporate  responsibility  and 
market  reciprocity  for  the  nation's  Hispanic 
population.  That  population  now  exceeds 
44  million  people  and  represents  an  annual 
purchasing  power  of  $1  trillion,  which  is 
almost  10%  of  the  U.S.  GDP. 

HACR's  board  is  composed  of  the 
leaders  of  14  national  Hispanic  organiza- 
tions, and  31  HACR  corporate  members 
evidence  long-term  commitments  to 
inclusion  of  the  Hispanic  community. 

"HACR  advocates  for  Hispanic  inclu- 
sion in  corporate  America,"  says  Carlos  F. 
Orta,  president  and  chief  executive  officer. 
"We  work  with  companies  and  help  them 
achieve  their  goals  and  objectives  in 
the  areas  of  employment,  procurement, 
philanthropy  and  governance." 

In  2005,  HACR,  Catalyst  and  the 
Executive  Leadership  Council  joined  forces 
to  create  the  Alliance  for  Board  Diversity. 
On  the  basis  of  its  original  research,  the 


"HACR  advocates  for  Hispanic  inclusion  in  corpo- 
rate America.  We  work  with  companies  and  help 
them  achieve  their  goals  and  objectives  in  the 
areas  of  employment,  procurement,  philanthropy 
and  governance." 

—  Carlos  F.  Orta,  President  and  Chief  Executive  Officer, 

Hispanic  Association .  on  Corporate  Responsibility^/ 


SHARE  KNOWLEDGE. 


FOCUS  ON  TEAMWORK. 


EMBRACE  DIVERSITY. 


The  Home  Depot  is  more  than  an  equal 
opportunity  employer.  We  constantly 
look  to  our  associates  for  great  ideas, 
and  we  recognize  that  many  minds  are 
better  than  one.  That's  why  diversity, 
teamwork  and  innovation  continue  to 
help  The  Home  Depot  grow  as  an 
industry  leader. 


You  can  do  it 
We  can  help 


Ready  to  join  our  team? 

Apply  online  today  for  a  variety  of  career  opportunities: 

careers.homedepot.com 

The  Home  Depot  is  an  Equal  Opportunity  Employer.  Bilingual  candidates  are  encouraged  to  apply. 
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HACR's  board  is  composed  of  the  leaders  of  14  national 
Hispanic  organizations,  and  31  HACK  corporate  members 
evidence  long-term  commitments  to  inclusion  of  the 
Hispanic  community. 


Alliance  presses  the  business  case  for  diver- 
sity on  corporate  boards  and  provides  refer- 
rals of  diverse  board  candidates. 

For  more  than  a  decade,  HACR  has 
measured  Hispanic  inclusion  on  the  boards 
of  directors  of  the  largest  1 ,000  companies 
in  the  United  States.  According  to  the 
HACR  Corporate  Governance  Report  (2003- 
2004),  148  Hispanics  serve  on  boards  of 
166  companies  and  collectively  hold  202 
board  seats.  Hispanic  representation  at  the 
highest  levels  signals  an  inclusive  work 
environment  and  sets  the  stage  for  a 
continuing  competitive  advantage. 


Written  by  Judith  L.  Turnock,  an  attor- 
ney, executive  coach  and  inclusion  strategy 
expert  based  in  New  York  City.  Ms. 
Turnock  is  coauthor  of  Cracking  the 
Corporate  Code:  The  Revealing  Success  Stories 
of  32  African -American  Executives  (AMA- 
COM  2003)  and  The  Power  of  Inclusion: 
Unlock  the  Potential  and  Productivity  of  Your 
Workforce  (John  Wiley  2006). 


Produced  by  Gloria  I.  Lerner 
Designed  by  Arlette  Henriquez 
Edited  by  Wesley  Nam 


Opportunity  Beyond  Expectations 


AT  LIBERTY  MUTUAL,  you'll  find  an  inclusive  Fortune  150  company  that 
treats  people  with  dignity  and  respect,  while  providing  the  opportunity  to  grow 
based  on  ability,  performance  and  aspirations.  You  can  expect  to  be  challenged. 
You  can  expect  superior  efforts  to  be  recognized.  You  can  expect  your  hard 
work  and  determination  to  be  noticed  and  encouraged.  And  because  we  expect 
your  best,  you  can  expect  ours. 

We  have  a  variety  of  openings  in  many  areas,  including:  claims  management, 
icss  prevention,  information  systems,  underwriting,  actuarial,  finance, 

human  resources  and  sales. 

You  deserve  to  be  recognized  -  so  introduce  yourself  to  us.  For  more 
information  visit  www.i(fee«*tym?rtual.com/careers. 

Inclusion  is  the  answer.  Ubeity  Mutual  Is  3n  equal  opportunity  employer. 


Liberty 
Mutual. 


WEB  ADDRESS 
DIRECTORY 


Hispanic  Association  on 
Corporate  Responsibility 

www.hacr.org 

Aetna  Inc. 

www.aetna.com 

BellSouth  Corporation 

www.bellsouth.com 

Cargill 

www.cargill.com 

Ensemble  Workforce  Solutions, 
An  Axium  International  Company 

www.ensemblemsp.com 

The  Home  Depot 

www.homedepot.com 

Liberty  Mutual  Group 

www.hbertymutual.com 

MGM  MIRAGE 

www.mgmniirage.com 

Pfizer  Inc 

www.  pfizer.com 

Sodexho,  Inc. 

www.sodexhoUSA.com 


Join  Bob  Nardelli,  Chairman,  President  and  CEO  of 
The  Home  Depot,  and  host  of  the  inaugural  HACR  CEO 
Roundtable  and  find  out  why  a  smooth  business  operation 
depends  on  people  as  much  as  it  does  on  machinery.  The 
CEO  Roundtable  will  be  part  of  the  2007  HACR  Symposium. 
This  will  be  a  great  opportunity  to  join  the  growing  number  of 
companies  that  value  the  culture  of  Hispanic  inclusion. 

For  the  last  20  years,  HACR  has  been  helping  corporations 
achieve  greater  Hispanic  inclusion  in  the  areas  of  employment, 
procurement,  philanthropy,  and  governance.  With  more  than  44 
million  Hispanics  in  the  U.S.  and  Puerto  Rico,  the  time  is  right 
to  learn  how  your  company  can  develop  long-term,  mutually 
beneficial  economic  relationships  with  the  Hispanic  consumer 
market. 


HACR 


Hispanic  Association  on  Corporate  Responsibility 


.ANDLORD 

What  housing  bubble?  These  tycoons  own  thousands  of  apartments,  gobs  of 
office  space  and  acres  of  developable  land.  A  real  estate  collapse  may  be  on 
horizon,  but  for  now  it's  clear  skies  for  the  land  barons  of  The  Forbes  400 


THE  FORBES  400 


Donald  Bren 

$8.5  BILLION 

Real  estate.  Newport  Beach,  Calif. 
74.  Twice  divorced,  remarried; 
7  children 

Former  Marine  built  first  house  with  $10,000  loan 
1958.  Started  home  building  company;  sold  to 
International  Paper  1970  for  $34  million.  With 
partners  bought  out  Irvine  Co.  for  $337  million 
1977.  Owned  whole  thing  1996.  Prized  asset: 
90,000-acre  ranch  40  miles  south  of  LA.  Now  sell- 
ing entitled  lots  to  home  builders  for  $500,000 
each.  Developed  central  Orange  County,  Irvine 
and  half  of  Newport  Beach.  Today  portfolio  in- 
cludes more  than  30  million  square  feet  of  com- 
mercial space,  25,000  apartments,  2  hotels,  golf 
courses.  Now  building  3  new  office  towers  in 
Irvine;  has  investments  in  Silicon  Valley,  West  LA, 
San  Diego.  Major  Republican  donor  a  skiing 
buddy  of  Schwarzenegger.  Fighting  to  keep  de- 
tails of  fortune  under  wraps  as  mother  of  2  of 
his  children  sues  for  more  child  support;  so  far 
courts  have  ruled  in  his  favor. 

Samuel  Zell 

$4.5  BILLION 

Real  estate,  private  equity.  Chicago. 

65.  Twice  divorced,  remarried; 
3  children 

Parents  escaped  Poland  weeks  before  Nazi  in- 
vasion; Sam  born  in  Cliicago  4  months  after 
family's  arrival  in  America.  Built  r,  al  estate  em- 


pire with  frat  brother  Robert  Lurie  (d.  1990); 
bought  up  cheap  real  estate  throughout  U.S. 
from  distressed  owners,  kept  buying  when  val- 
ues recovered  and  boomed.  Today  office,  res- 
idential, retirement  REITs  flourishing;  Equity 
Residential  shares  up  42%  since  2005.  Now  fo- 
cused on  international  development:  Equity 
International  Properties'  first  fund  scored  with 
Mexican  homebuilder  Homex  up  1,200%.  Sec- 
ond fund  targeting  Brazil.  Also  owns  stakes  in 
barge  operator  American  Commercial,  specialty 
pharma  outfit  Adams  Respiratory  Therapeutics. 
"I  could  be  on  the  beach,  but  I  can't  wait  to  get 
to  the  office  every  day.  Risk-taking  is  like  a  giant 
jigsaw  puzzle." 

David  Murdock 

$4.2  BILLION 

Investments.  Los  Angeles. 
S3.  Thrice  divorced,  widowed; 
3  children  (2  deceased) 

Traveling  salesman's  son  dropped  out  of  high 
school  in  ninth  grade,  pumped  gas.  Drafted 
by  Army  1943,  moved  to  Detroit  after 
World  War  II.  Borrowed  $1,800  to  buy  diner, 
sold  for  modest  profit.  Turned  to  building  homes 
in  Arizona;  lost  out  in  real  estate  crash  of  1964. 
Wandered  to  southern  California,  bought  more 
property.  Then  leveraged  buyouts:  Castle  & 
Cooke  (Hawaiian  real  estate),  Dole  Food  (ba- 
nanas, pineapples).  Prominent  GOP  fundraiser 
also  owns  stake  in  Pacific  Holdings,  firm  that  owns 
second-largest  chassis  lessor  in  the  U.S.  Bought 
250-acre  plot  in  Kannapolis,  N.C.  2004;  last  year 
unveiled  plans  to  turn  former  factory  into  mas- 
sive scientific  and  economic  research  center. 

Leonard  Stern 

$3.7  BILLION 
Real  estate.  New  York  City. 
68.  Divorced,  remarried;  3  children 
Son  of  a  bird  salesman  ran  fathers  Hartz 
Mountain  Pet  Products.  Sold  85%  of  company 
for  $208  million  in  2000,  remaining  stake  to 
Sumitomo  Corp.  4  years  later.  Plowed  proceeds 
into  burgeoning  real  estate  empire:  39  million 
square  feet  of  commercial  space  in  New  York  and 
New  Jersey.  Owns  Manhattan's  hip  boutique  ho- 
tels Soho  Grand  and  Tribeca  Grand;  occupancy 
rates  of  hotels'  $600-a-night  suites  at  alltime  high. 
Ambitious  redevelopment  of  102-acre  site  of  a 
former  Ford  Motor  plant  in  Edison,  N.J.  slowly 
moving  forward.  Still  rehabbing  family's  repu- 
tation after  son  Edward,  former  head  of  Canary 
Capital  hedge  fund,  set  off  2003  mutual  fund 
scandal  with  improper  market-timing  trading 


scheme.  Ed  paid  $40  million  fine.  Gave  $30  mil- 
lion to  get  his  name  on  alma  mater  NYU's  busi- 
ness school  1988. 

Paul  Milstein  &  family 

$3.5  BILLION 

Emigrant,  real  estate.  New  York  City. 
84.  Married,  4  children 

Father,  Morris,  founded  Circle  Floor  Co.  1919,  laid 
hardwood  floors  and  carpeting  for  Rockefeller 
Center,  Madison  Square  Garden.  Paul,  with 
brother  Seymour,  took  over  business,  sold  1960s. 
Built  real  estate  empire  with  profits.  Today  Mil- 
stein Properties  controls  more  than  3  million 
square  feet  of  office  space  and  8,000  apartments 
in  Manhattan.  Took  control  of  food  giant  United 
Brands  1975,  sold  to  Carl  Lindner  (see) 
9  years  later;  family  netted  $40  million.  Acquired 
New  York  City's  oldest  savings  bank,  Emigrant, 
for  $90  million  1986;  assets  today  top  $  1 4  billion. 
Son  Howard  Harvard  Law  and  Business  grad,  de- 
termined philanthropist;  oversees  real  estate  and 
banking  operations.  Family  paid  for  restoration 
of  New  York's  American  Museum  of  Natural 
History's  Hall  of  Ocean  Life;  donates  to  New  York 
Public  Library,  Cornell  University. 

Matthew  Bucksbaum 
&  family 

$3  BILLION 

Real  estate.  Chicago. 

80.  Married,  2  children 

Son  of  a  grocer  developed  shopping  centers  in 
Iowa  with  2  brothers  beginning  in  1954.  Went 
public  1970;  REIT  was  liquidated  15  years  later 
for  a  100%  profit  Bought  more  malls,  took  Gen- 
eral Growth  Properties  public  1993.  Relocated 
to  Chicago  after  brother  Martin  died  1995.  Re- 
mains chairman;  son,  John,  took  reins  1999. 
Today  company  controls  200  shopping  malls  in 
44  states,  vast  array  of  commercial  properties. 
Being  hit  by  housing  market  slowdown,  rising 
interest  rates;  shares  down  5%  since  January. 

Donald  Trump 

$2.9  BILLION 

Real  estate.  New  York  City. 

60.  Twice  divorced,  remarried;  4  children 

Son  of  Brooklyn  developer  borrowed  heavily, 

built  big,  lived  large,  became  billionaire  during 

the  1980s.  Nearly  lost  it  all  after  1990  realty 

crash.  Stayed  flamboyant,  smartened  up  and 

embraced  reality  TV.  Now  other  builders  affix 

"Trump"  to  their  condos  and  pay  The  Donald 

a  generous  cut  of  the  gross;  there  are  8,200  such 

condos  in  development  that  will  bear  his 
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COLDWELL  BANKER 


P  R  E  V  I  E  W  S 


INTERNATIONA  L 


THE  PORTABELLO  ESTATE,  ORANGE  COUNTY,  CA 
An  art  form  complementing  its  natural  environment-  is  one  of  the  most  exclusive,  private  estates. 
Beyond  five-star  luxury  living  on  a  triple  oceanfront  lot,  amenities  beyond  your  wildest  dreams. 

Entertaining  on  the  coast. 

PRICE:  $75,000,000 

JOHN  McMONIGLE 
COLDWELL  BANKER  RESIDENTIAL  BROKERAGE 
NEWPORT  BEACH  NEWPORT  CENTER 
Phone:  949.640.3600 

PRE  V  I  E  W   T  H  O  U  S  A  N  D  S   OF   EXCEPTIONA  L   H  O  M  E  S 
COLDWELI  BANK  E  R  P  R  EVIEWS.C  O  M 


COLDWELL  BANKER 

PREVIEWS 

INTERNATIONAL 


©2006  Coldwell  Banker  Real  Estate  Corporation  Coldwell  Banker  is  a  registered  trademark  licensed  to  Coldwell  Banker  Real  Estate  Corporation  An  equal  Opportunity 
Company.  Equal  Housing  Opportunity.  (=}  Each  Coldwell  Banker'  Office  Is  Independently  Owned  And  Operated,  Except  Offices  Owned  And  Operated  by  NRT,  Inc 


THE  FORBES  400 

name.  Housing  slowdown?  Perhaps  not  a 
£^  problem:  large-scale  Trump  Organization  proj- 

ects  in  Chicago  (92-story  hotel-and-condo 
r-,    complex)  and  Las  Vegas  (with  casino  mogiil 

Phillip  Ruffin)  are  almost  completely  sold  out. 
^JT  Now  fighting  with  a  New  York  Times  reporter 
LaJ  who  claimed  in  a  book  that  Trump  was  worth 
2^   jusl  a  lew  hundred  million  dollars.  Sued  for 

defamation;  judge  recently  ruled  that  $5  billion 
■  lawsuit  can  proceed.  Disputes  FORBES'  net 

worth  estimate:  "I'm  worth  $6  billion." 

Stephen  Ross  €BB 

$2.5  BILLION 

Real  estate.  New  York  City. 

66.  Married,  4  children 

Nephew  of  late  Forbes  400  member  Max 
Fisher  (d.  2005)  started  out  as  tax  lawyer. 
Founded  developer  Related  1972;  initially  fo- 
cused on  building,  financing  low-income  hous- 
ing. Branched  into  riskier  luxury  buildings; 
nearly  went  bankrupt  early  1990s  Recovered. 
Has  developed  more  than  $15  billion  worth  of 
property  across  the  country  including  NYC's 
Time  Warner  Center;  Ross  lives,  works  in  the 
building,  takes  elevator  from  his  penthouse  to 
his  corner  office.  Latest  project:  with  Vornado's 
Steven  Roth  (see),  $7  billion  reconstruction  of 
New  York's  Madison  Square  Garden  and  Penn 
Station.  Recently  purchased  Equinox  Fitness 
Clubs,  integrating  workout  centers  into  new  de- 
velopments. "This  is  a  great  time  to  be  in  real 
estate.  This  is  the  15  seconds  of  sun."  Still  fi- 
nances affordable  housing  via  publicly  traded 
Charter  Mac.  Donated  $100  million  to  alma 
mater  University  of  Michigan  business  school 
in  2004. 

Mortimer  Zuckerman 

$2.5  BILLION 

Real  estate,  media.  New  York  City. 
69.  Divorced,  1  child 

Son  of  Montreal  tobacco  and  candy  wholesaler 
studied  at  Harvard.  Cofounded  Boston  Proper- 
ties 1970.  Today  real  estate  holdings  include  121 
commercial  units  including  offices,  hotels,  retail. 
In  March  the  $11.9  billion  (market  cap)  REIT 
was  added  to  the  S&P  500.  Also  invested  in 
media:  U.S.  News  &  World  Report,  New  York's 
Daily  News.  Some  News  staffers  now  stars  after 
appearing  in  Bravo  networks  reality  series 
Tabloid  Wars  this  summer.  Donated  $100  mil- 
lion to  Memorial  Sloan-Kettering  Cancer  Gen- 
s''r  in  Manhattan  in  May.  Mulling  $100  million 
gift  in  alma  matei  despite  pal  Larry  Summers' 


John  Sobrato 

$2.4  BILLION 
Real  estate.  Atherton,  Calif. 
67.  Married,  3  children 
Former  Palo  Alto  residential  broker  developed  Sil- 
icon Valley  commercial  real  estate  1960s  with  part- 
ner Carl  Berg  (see).  Later  built  up  portfolio  erect- 
ing campuses  for  tech  titans  Apple  Computer  and 
Yahoo.  Today  owns  9.5  million  square  feet  of  com- 
mercial space,  8,000  residential  units;  another  340 
acres  ready  for  development.  Selling  off  San  Jose 
properties,  reinvesting  in  apartments  in  Washing- 
ton State,  Oregon,  other  parts  of  California. 


Tamir  Sapir 

$2  BILLION 

Real  estate.  New  York  City. 

59.  Divorced,  4  children 

Onetime  cabdriver  made  first  fortune  bartering 
oil  contracts  with  Soviets  1980s.  Reinvested  in 
real  estate.  Today  owns  8  buildings  in  Manhat- 
tan with  more  than  7  million  square  feet.  Son, 
Alex,  helps  runs  the  business.  Recently  dropped 
efforts  to  create  U.S. -based  correspondent  bank 
for  Russian  oil  market  despite  ongoing  lawsuits 
against  Moscow  Oil  &  Gas  company.  Ivory 
collector  splits  time  between  mansion  on  Fifth 
Ave.,  a  penthouse  overlooking  Acapulco  Bay  in 
Mexico  and  his  Versace-accented  yacht. 

Malcolm  Glazer  &  family 

$2  BILLION 

Sports  teams,  real  estate.  Palm  Beach,  Fla. 
78.  Married,  6  children 

Sports  magnate  handing  family  business  to  sec- 
ond generation  after  suffering  2  strokes  earlier 
this  year.  Best  assets:  pro  football's  Tampa  Bay 


Buccaneers  and  U.K.  soccer  behemoth  Manches- 
ter United.  Disgruntled  U.K.  fans  still  griping 
about  Glazer.  Bought  majority  stake  in  team  last 
May,  took  club  private;  delisted  from  London 
Stock  Exchange.  Borrowed  hundreds  of  millions 
of  dollars  with  preferred  stock  to  buy  total  con- 
trol. Refinanced  to  reduce  interest,  but  debt  will 
deplete  team's  war  chest  to  sign  star  players.  Fam- 
ily denies  tight  strings;  plans  to  generate  more 
media  revenues.  Healthy  real  estate  portfolio  in- 
cludes 67  shopping  centers. 

Jorge  Perez 

$1.8  BILLION 

Condos.  Miami. 

57.  Divorced,  remarried;  4  children 

Argentinean-born  son  of  Cuban  parents  wanted 
to  be  an  academic;  became  urban  planner  in- 
stead. Then  condos.  With  partner,  Stephen  Ross 
(see),  cofounded  Related  Group  of  Florida  1979; 
built  affordable  housing  for  low-  and  middle- 
income  customers  1980s.  Switched  to  high-end 
condo  constniction  because  "you  make  20 
times  more."  Has  built  55,000  apartments  in 
Florida  over  the  past  25  years.  Now  tapping  new 
markets:  Atlanta,  Tampa,  Orlando,  Park  City, 
Denver.  Last  year  announced  plans  to  build  $3 
billion  Las  Ramblas  condo-and-casino  complex 
in  Las  Vegas  with  partners  Randy  Gerber  and 
George  Clooney;  project  fell  through,  sold  land 
to  W  Hotel  Group  for  $100  million  profit.  Milk- 
ing Latin  American  ties  to  start  condo  projects 
in  Mexico,  Argentina. 

Edward  Roski  Jr. 

$1.8  BILLION 

Real  estate.  Los  Angeles. 

67.  Married,  3  children 

Vietnam  vet's  Majestic  Realty  rapidly  expanding. 
Owns,  operates  70  million  square  feet  of  com- 
mercial property  in  Los  Angeles,  Denver,  Las 
Vegas,  Dallas.  Biggest  boom:  rising  demand  for 
LA  distribution  centers  as  Asian  trade  increases. 
Built  Staples  Center  with  Philip  Anschutz  (see); 
duo  owns  stakes  in  pro  basketball's  LA  Lakers, 
hockey's  LA  Kings.  Donated  $23  million  to  alma 
mater  USC's  fine  arts  school  in  March. 

Sheldon  Solow 

$1.7  BILLION 

Real  estate.  New  York  City. 
78.  Married,  2  children 

New  York  City  developer  bet  everything  on  one 
skyscraper:  built  iconic  9  West  57th  1972;  "the 
best  building  in  the  city"  now  worth  estimated 
$1.5  billion.  Also  owns  luxury  apartments  on 
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Upper  East  Side.  Latest  project:  turning  unde- 
veloped parcel  on  Manhattans  East  River  into 
4  million  square  feet  of  residential,  commercial 
and  retail  space.  Proposed  buildings  will  be  taller 
than  505-foot-high  United  Nations  building. 

George  Argyros 

$1.6  BILLION 

Real  estate,  investments. 

Newport  Beach,  Calif. 
69.  Married,  3  children 

Son  of  Greek  immigrants;  born  in  Detroit,  raised 
in  Pasadena,  Calif.  Got  real  estate  license  1962, 
bought  corner  lots  at  busy  intersections  and  sold 
to  gas  stations.  Started  renting  apartments  1968, 
realized  real  money  was  in  owning.  Today  pri- 
vately held  Arnel  &  Affiliates  owns,  manages 
5,200  apartments  plus  more  than  2  million 
square  feet  of  commercial  space.  Former  ambas- 
sador to  Spain  invests  in  pet  products  (Doskocil) 
and  coolers  (Igloo)  through  Westar  Capital. 

Neil  Bluhm 

$1.6  BILLION 
Real  estate.  Chicago. 
68.  Divorced,  3  children 

Cofounded  commercial  real  estate  investment 


firm,  JMB  Realty,  with  Judd  Malkin  1968. 
Today  diverse  portfolio  includes  office  build- 
ings in  Los  Angeles,  shopping  mall  in  Chicago, 
luxury  hotels.  Partner  in  private  equity  Walton 
Street  Capital;  raised  a  $1.6  billion  fund  in 
June.  Doubling  down:  bidding  for  Las  Vegas' 
Riviera  casino,  slots  license  in  Philadelphia. 
Developed  $890  million  Niagara  Falls  casino 
with  Pritzker  family  (see).  So  far  unsuccessful 
in  obtaining  Illinois  gaming  license.  Big  sup- 
porter of  Northwestern  U  and  Northwestern 
Memorial  Hospital's  heart  program. 

Archie  Aldis  (Red)  Emmerson 

$1.6  BILLION 
Timberiand,  lumber  mills. 

Anderson,  Calif. 

77.  Widowed,  remarried;  3  children 

Father,  Curly,  operated  small  lumber  mill;  Red 
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The  average  s 
net  worth  of 
The  Forbes  400: 

$3.1  billion 


joined  family  business  1940s.  Took  Sierra  Pacific 
public  1969;  private  again  5  years  later.  Borrowed 
$460  million  to  buy  522,000  acres  in  1988.  Today 
company  is  one  of  the  largest  forest  landowners 
in  the  U.S.  with  1.7  million  acres.  Constandy  bat- 
tling preservationists;  shrinking  supply  of  tim- 
ber resources  pushing  values  higher.  Also  forc- 
ing prices  up:  institutional  investors,  which 
place  timber  bets  to  hedge  against  inflation.  Re- 
cendy  bought  147,000-acre  Hamilton  Tree  Farm 
in  Washington  State  out  of  bankruptcy.  Also 
building  fourteenth  sawmill  in  Burlington, 
Washington.  Two  sons  active  in  the  business. 

Igor  Olenicoff  GO 

$1.6  BILLION 

Real  estate.  Newport  Beach,  Calif. 
64.  Married,  2  children  (1  deceased) 

Family  escaped  Soviet  Union  after  the  revolu- 
tion, setded  in  Iran.  Immigrated  to  U.S.  at  age 
15  with  4  suitcases  and  $800.  Studied  at  USC, 
worked  as  exec  at  Motown  Records  before  going 
into  real  estate  1973.  Today  Olen  owns  6.25  mil- 
lion square  feet  of  commercial  space  and  1 1,000 
residential  units  in  Los  Angeles,  Las  Vegas  and 
south  Florida.  Entire  portfolio  owned  via  Copen- 
hagen-registered holding  company  Landmark, 
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which  he  claims  is  owned  by  other  entities.  In 
May  bought  42-stor/  skyscjaper  in  Chicago  for 
$362  million.  Mulling  international  expansion: 
a—    acquaintance  of  former  Russian  president  Boris 
Yeltsin  owns  land  in  Moscow.  Has  been  fight- 
™"  ing  IRS  over  claim  he  owes  $77  million  in  back 
Cmb  taxes  and  penalties.  Son  and  heir  apparent, 
Andrei,  died  in  car  crash  last  fall;  daughter, 
Natalia,  taking  more  active  role  in  operation. 

Edward  DeBartolo  Jr. 

$1.5  BILLION 

Shopping  centers.  Tampa,  Fla. 

59.  Married,  3  children 

Former  owner  of  pro  footballs  San  Francisco 
49ers  severed  ties  to  team  1999  following  heated 
dispute  with  sister  Denise  over  family  assets.  Sis- 
ter forced  to  pay  him  $70  million,  give  up  large 
stake  in  Simon  Property  Group.  Today  owns  15.5 
million  SPG  shares  worth  $1.3  billion;  stock  up 
160%  since  2003.  Also  owns  shares  in  DeBar- 
tolo Holdings  REIT  inherited  from  mall-devel- 
oper father.  Now  buying  up  land  in  Florida; 
developing  shopping  centers  that  feature  med- 
ical offices,  condos  and  bars. 

Alan  Casden 

$1.5  BILLION 

Real  estate.  Beverly  Hills,  Calif. 

60.  Twice  divorced,  remarried;  5  children 
LA  builder  owns  209,000  square  feet  of  office 
space  and  3,100  luxury  apartment  units  in  south- 
ern California.  "I  like  to  think  I'm  in  the  afford- 
able housing  business."  Onetime  accountant  now 
focused  on  condo  and  retail  development.  Part- 
ners with  Blackacre  Capital  Management,  real 
estate  arm  of  hedge  fund  Cerberus  Capital 
Management,  and  apartment  operator  AIMCO 
in  other  LA-area  projects.  Also  venturing  into 
Israel.  In  June  acquired  50%  stake  in  Israel's  EMD 
Real  Estate  Development  &  Investment;  plans  to 
build  40-story  luxury  tower  with  panoramic 
views  of  Tel  Aviv  and  5-minute  walk  from  beach. 
"It's  going  to  be  a  home  run." 

Theodore  Lerner 

$1.5  BILLION 

Real  estate.  Washington,  D.C. 

80.  Married,  3  children 

Former  lawyer  founded  real  estate  developer 

Lerner  Enterprises  in  1952.  Built  massive 

Washington,  D.C.-area  malls  Tysons  Corner 

Center,  Tysons  II  and  White  Flint.  Today 

owns  20  million  square  feet  of  commercial, 

retail  space  and  6,000  apartments.  Has  sold 

22,000  private  homes;  currently  building  new 
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subdivisions  in  Washington  suburbs.  Also 
owns  stake  in  NYC's  Chelsea  Piers.  This 
spring  with  14  other  investors  bought  pro 
baseball's  Washington  Nationals  for  $450  mil- 
lion; Lerner's  son  and  2  sons-in-law  will  run 
franchise.  City  broke  ground  on  a  $610  mil- 
lion stadium  in  May. 

Brad  Kelley 

$1.5  BILLION 

Tobacco.  Nashville. 
49.  Married,  3  children 
Son  of  farmers  founded  Commonwealth 
Brands  tobacco  company  1990;  manufactured 
discounted  cigarettes  USA  Gold,  Bull 
Durham,  Malibu.  Undersold  top  names  with 
low  advertising  costs.  Sold  for  $1  billion  2001. 
Now  a  rancher;  owns  1.5  million  acres  in 
Texas,  Florida,  New  Mexico.  Also  has  small 
stakes  in  Kentucky  Downs  and  Churchill 
Downs  racetracks;  the  latter  is  home  to  the 
Kentucky  Derby.  Investing  in  energy  sciences 
through  Radix  Energy  Technologies  (photo- 
voltaic and  organic  polymers).  Wildlife  con- 
servationist also  runs  program  to  help  zoos 
breed  rare  species. 

Alfred  Taubman 

$1.4  BILLION 

Real  Estate.  Bloomfield  Hills,  Mich. 
82.  Divorced,  remarried;  3  children 
Shopping  mall  developer  and  former 


Sotheby's  chairman  spent  9  months  in  jail  on 
price-fixing  charges  2004.  Now  writing  no- 
holds-barred  account  of  prison  experience: 
Threshold  Resistance  due  early  2007.  Sold  off 
controlling  stake  in  art  auctioneer  last  year. 
U  of  Michigan  dropout  built  shopping  cen- 
ter empire,  took  public  via  REIT  1992.  Today 
Taubman  Centers  owns  22  malls  in  1 1  states. 
Recently  helped  raise  $45  million  for  Detroit 
Institute  of  Arts. 

Steven  Roth 

$1.4  BILLION 
Real  estate.  New  York  City. 
64.  Married,  2  children 
Founded  Interstate  Partners  1968.  Today 
chief  executive,  large  shareholder  in  Vor- 
nado  Realty  Trust,  nation's  second-largest 
real  estate  investment  trust.  Took  control  of 
Vornado  1980;  boosted  $100  million  mar- 
ket cap  to  $16  billion  with  shrewd  buyouts  of 
Manhattan  skyscrapers,  purchase  of 
Kennedy  family's  Merchandise  Mart  in 
Chicago.  Now  bullish  on  big  New  York 
developments.  With  Related  Companies' 
Stephen  Ross  (see),  overseeing  $7  billion 
reconstruction  of  Madison  Square  Garden 
and  Penn  Station.  Also  trying  to  capitalize 
on  gains  in  real  estate  prices  with  stakes  in 
Eddie  Lampert's  (see)  Sears  Holdings  Corp., 
McDonald's.  Hoping  for  big  payoff:  "The 
rich  get  richer.  Thank  God." 
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SOME  PEOPLE  THINK 
ALL  INSURANCE  IS  THE  SAME. 

They  buy  the  least  expensive  they  can  find. 

And  then  they  have  an  insurance  claim. 

That's  when  they  learn  —  the  hard  way  — 

that  not  all  insurance  companies  treat  you  the  same. 

If  being  treated  fairly  and  paid  quickly  are  important  to  you 
when  you  or  your  business  has  a  loss,  you  want  Chubb. 

When  you  insure  with  Chubb,  you're  buying  real  insurance. 

So,  insure  with  the  best.  Insure  with  Chubb. 

To  learn  more,  go  to  chubb.com. 


Relax.  You're  insured  with  Chubb.SM 

<  COMMERCIAL  INSURANCE    <  SPECIALTY  INSURANCE    <  PERSONAL  INSURANCE 


CHUBB 


Chubb  refers  lo  Hie  insurers  of  the  Chubb  Group  ol  Insurance  Companies.  Actual  coverage  is  subject  to  the  language  of  the  policies  as  issued. 
Ghubb,  Box  161.5.  Warren,  NJ  07061 1615.  ©  2005  Chubb  A  Son,  a  division  of  Federal  Insurance  Company. 
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$1.3  BILLION 
Real  estate.  Milton,  Mass. 
74.  Married,  5  children 
Former  amateur  boxer  quit  job  as  insurance  sales 
man,  emigrated  from  Ireland  1950.  Started 
electrical  installation  company  after  stint  in 
military.  Got  married,  settled  in  New  England. 
Bought  first  house  1957;  built  6  apartments  on 
5  extra  acres.  Ramped  up  development.  Sold 
$500  million  apartment  portfolio  2002. 
"The  General"  still  controls  8  million  square  feet 
of  commercial,  retail  space. 

William  Pulte 

$1.2  BILLION 

Home  building.  Bloomfield  Hills,  Mich. 
74.  Widowed,  remarried;  14  children 
Built  first  home  at  age  18  in  Detroit.  Started 
Pulte  Homes  1950,  grew  into  one  of  nations 
largest  home  builders.  Took  public  1969.  Sales: 
$14.7  billion.  Now  too  many  houses  flooding 
market;  shares  down  30%  since  last  fall.  Pre- 
dicting housing  glut  will  pass;  betting  on 
steady  growth  in  Florida,  Arizona,  Nevada  as 
aging  baby  boomers  relocate.  Also  big  builder 
of  retirement  communities.  Avid  golfer,  art 
collector. 

Carl  Berg 

$1.2  BILLION 

Real  estate.  Atherton,  Calif. 

69.  Married,  1  child 

Former  vending  machine  repairman  built  Sili- 


con Valley  commercial  real  estate  empire  1960s 
with  partner  John  Sobrato  (see).  Later  founded 
Mission  West  Properties,  REIT  specializing  in 
R&D  facilities.  Today  firm's  8-million-square-foot 
portfolio  home  to  Microsoft,  Apple  Computer, 
NEC,  Fujitsu.  Developing  single-family  homes 
on  200  acres  in  San  Jose.  Also  owns  large  chunk 
of  Stratus  Properties,  stakes  in  more  than  100 
tech  companies,  including  Valence  (rechargeable 
batteries)  and  INS  (IT  consultants). 

Timothy  Blixseth 

$1.2  BILLION 
Timberland,  real  estate. 

Rancho  Mirage,  Calif. 
56.  Married,  4  children 

Ministers  son  skipped  college,  failed  as  profes- 
sional songwriter.  Made  first  fortune  with  in- 
vestment in  timberland.  Bought  Montana  land 
for  $140  an  acre,  swapped  for  ski  slopes  near 
Big  Sky.  Developed  Yellowstone  Club:  13,400- 
acre  resort  with  private  ski  mountain,  golf  course 
for  The  Forbes  400  set.  Spent  the  past  year  snap- 
ping up  properties  for  Yellowstone  Club  World, 
thought  to  be  most  expensive  vacation  resort 
club  ever  created — memberships  start  at  $1.5 
million.  Still  owns  timberland,  development 
properties  in  Palm  Desert;  writes  songs  for  own 
record  label,  distributed  by  Warner  Bros. 
Penned  theme  song  for  NBC's  campaign  to  raise 
funds  for  hurricane  victims.  Newest  toy:  The 
Toothfairy,  150-foot  yacht  complete  with  grand 
piano,  elevator,  gym,  rooftop  Jacuzzi  with  see- 
through  floor. 
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$1.1  BILLION 
Real  estate.  Boston. 
58.  Married,  2  children 

Son  of  pediatrician  managed  investments  for 
Fleet  bank;  used  tax  shelters  to  protect  portfolio 
gains.  Founded  Boston  Capital  with  partner  Herb 
Collins  1974;  started  with  real  estate  develop- 
ment, nearly  went  bankrupt  when  interest  rates 
hit  12%.  Looked  for  recession-resilient  industry, 
discovered  low-income  housing  rentals.  Became 
middleman  between  investors  looking  for  tax 
credits  and  developers  looking  for  funding.  "Not 
glamorous  but  not  competitive."  Helped  write 
low-income  housing  tax-credit  program  mid- 
1980s;  he  lobbied  Democrats  while  Collins  took 
on  the  Republicans.  Made  friends  with  Bill  Clin- 
ton; tax  credits  became  permanent  under  latter's 
presidency.  Bought  out  Collins  2001;  expanded 
into  mortgage  financing,  yuppie  apartments.  "I 
am  not  going  to  retire  until  we're  the  largest  apart- 
ment owner  in  the  U.S."  Now  trying  to  make  new 
fortune  off  wind  energy.  Holds  U.S.,  Irish/ 
European  Union  passports. 

Stephen  Karp  cm 

$1  BILLION 

Real  estate.  Weston,  Mass. 

65.  Married,  2  children 

Built  first  shopping  mall  late  1960s,  founded  New 
England  Development  1978.  Sold  14  malls  to 
Simon  Property  Group  for  $1.7  billion  late  1990s. 
Plowing  proceeds  into  massive  residential,  retail 
developments  like  3,000-acre  Pine  Hills.  Planned 
community  has  potential  for  2,800  houses  and 
apartments,  1.3  million  square  feet  of  office,  re- 
tail and  hotel  space,  3  golf  courses.  Owns  chunks 
of  commercial  property  in  coastal  Massachusetts 
town  Newburyport,  $6.5  million '  Nantucket 
mansion.  Chairs  Children's  Hospital  Boston. 

Leonard  Litwin 

$1  BILLION 

Real  estate.  Great  Neck,  N.Y. 
91.  Married,  2  children 

Manhattan  native  built  wholesale  nursery  busi- 
ness with  father.  Branched  into  high-rise  apart- 
ment construction  on  Manhattan's  East  Side 
1950s.  Built  the  Pavilion  1960s,  then  city's 
largest  luxury  apartment  building.  Today  Glen- 
wood  Management  owns,  rents  4,200  high-end  jj 
units.  Last  year  completed  45-story  residential  [ 
tower  Liberty  Plaza  in  lower  Manhattan.  Plans  '■ 
to  open  another  50-story  apartment  complex  j 
downtown  2007.  "Calling  me  a  billionaire  is  ! 
shocking.  My  wife  will  be  surprised" 


INFRASTRUCTURE 

Your  Competitive  Edge  in  the  Digital  Era 


Intelligent  infrastructure  services  from 
VeriSign  enable  and  protect  important 
transactions,  support  critical  real-time 
connections  and  safely  distribute 
vital  information  every  day  across 
the  world's  data  and  voice  networks. 

We  live  in  an  era  defined  by  an  unprecedented  movement  and 
volume  of  dynamic  information.  Employees  worldwide  access  the 
Internet  and  corporate  intranets  via  multiple  desktop  PCs  and 
myriad  mobile  devices.  Organizations  exchange  critical  data  through 
increasingly  sophisticated  collaborative  systems,  while  consumers 
demand  immediate  access  to  rich  content  —  such  as  video  and  games 
—  anytime,  anywhere,  on  any  device. 

In  this  "Any  Era,"  what  we  are  witnessing  is  a  global  migration  from 
analog  to  digital  processes  that  affects  nearly  every  industry  and  market 
segment.  In  large  part,  this  migration  has  been  made  possible  by  intelligent 
infrastructure,  which  is  a  type  of  digital  infrastructure  that  enhances  other 
systems  with  increased  le%'els  of  operational  support.  For  example,  the 
Domain  Name  System  (DNS)  is  an  intelligent  infrastructure  that  enhances 
the  Internet  by  seamlessly  translating  domain  names  into  Internet  Protocol 


(IP)  addresses,  and  Signaling  System  7  (SS7)  networks  act  as  intelligent 
infrastructure  that  enhances  the  analog  phone  network  with  a  critical  layer 
of  digital  signaling.  Intelligent  infrastructure  simplifies  processes  that  might 
otherwise  be  complex  to  manage  and  difficult  to  monetize. 

The  core  components  of  VeriSign's  intelligent  infrastructure  support  a 
comprehensive  array  of  services  that  provide  the  unmatched  interoper- 
ability, scalability,  security  and  availability  necessary  to  meet  today's 
tremendous  information  demand.  Most  importandy,  they  enable  and 
protect  billions  of  daily  interactions  across  global  voice  and  data  networks. 

The  Core  Components  of  Verisign's 
Intelligent  Infrastructure 

Global  registries,  extensive,  reliable  networks  and  24/7  data  centers 
work  together  with  other  technologies  and  services  to  support  VeriSign 
intelligent  infrastructure  services. 
•  Global  Registries:  Every  day,  billions  of  individuals  around  the  world 
visit  Web  sites  or  send  e-mail  with  .com  or  .net  suffixes,  and  make  calls, 
over  cellular  and  voice  over  IP  networks.  Simultaneously,  thousands  of 
companies  track  products  across  the  global  supply  chain  using  Radio 
Frequency  Identification  (RFID)  tags  and  Electronic  Product  Codes 
(EPCs).  Each  of  these  crucial  functions  depends  on  global  registries 
that  store  information  in  a  secure  format  that  is  readily  accessible  across 
multiple  networks  while  providing  a  certifiable  record  of  all  contents. 
Global  registries,  such  as  the  VeriSign®  Domain  Name  Registry,  the 
VeriSign®  Network  Routing  Directory  and  the  VeriSign®  Object 
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"VeriSign  has  continued  to  expand  its  portfolio  of  intelligent 
infrastructure  services  to  address  the  accelerating  revolution  in 
digital  communications,  commerce  and  content." 

—  Stratton  Sclavos,  Chairman  &  Chief  Executive  Officer 


Naming  Service  (ONS)  are  fundamental  to  the  operation  of  the 
Internet  and  key  telecommunications  services. 

•  Extensive,  Reliable  Networks:  The  worldwide  flow  of  information 
also  depends  on  its  quick,  reliable  and  secure  transfer  across  myriad 
protocols  to  a  variety  of  devices,  and  VeriSign  carrier-grade  networks  sup- 
port much  of  this  traffic.  For  example,  the  VeriSign®  Signaling  System  7 
(SS7)  network  provides  a  layer  of  signaling  intelligence  over  the  exist- 
ing telephone  network,  enabling  services  such  as  Caller  ID,  voice  mail, 
prepaid  calling  cards  and  multiparty  conferencing.  This  technology  also 
allows  mobile  phones  to  move  seamlessly  between  cells  and  providers, 
so  that  people  can  fly  to  a  different  city  and  keep  making  calls,  receive 
voice  mail  and  even  download  e-mail,  video,  games  and  rich  content. 

•  Data  Centers:  VeriSign  adds  value  to  these  critical  platforms  through 
continuously  operated  data  centers,  which  provide  stringent  physical 
security,  robust  backup,  high  visibility  and  constant  availability  for 
network,  security  and  point-of-sale  operations. These  services  are 
augmented  by  teams  highly  trained  in  supply  chain  technologies  and 
wireless  roaming  services,  which  help  new  entrants  to  get  online 
quickly,  scale  up  and  effectively  compete  with  established  operators. 

KEY  BENEFITS  OF  VERISIGN  INTELLIGENT 
INFRASTRUCTURE  SERVICES 

Supporting  Real-Time  Information:  Businesses  need  access 
to  real-time,  actionable  information  that  can  help  them  to  engage  their 
customers  anytime,  anywhere  and  on  any  device,  so  that  they  can  make 
Taster,  more  effective  business  decisions.  Again,  VeriSign  intelligent 
infrastructure  services  provide  superior  solutions,  enabling  the  real-time 
data  and  content  delivery  that  transforms  information  into  intelligence. 

VeriSign  services  supporting  the  EPCglobal  Network™  harness  the 
Internet's  economy  and  ubiquity  for  RFID  tracking,  while  VeriSign® 
Retail  Data  Services  provide  consumer  goods  manufacturers  with  a 
i hosted,  Web-based  solution  for  accessing  and  managing  daily  updates  of 
retail  data,  such  as  point-of-sale  from  multiple  key  retail  partners.  These 
and  other  services  allow  organizations  to  harvest  and  organize  moun- 
tains of  constantly  updated  content  and  distribute  it,  in  real  time,  to 
enterprises,  Web-portal  and  application  developers,  and  consumers. 

Enabling  Richer  Communications:  The  communications 

industry  has  changed;  for  the  first  time,  consumers  are  driving  demand 
for  new  services  and  applications,  and  they  expect  instant  information 
and  multimedia  content  at  any  time,  from  anywhere  and  on  any  device, 
i  Operators,  Internet  portals  and  media  companies  are  simultaneously 
!competing  and  cooperating  across  multiple  batdegrounds  to  respond. 


VeriSign  intelligent  infrastructure  services  are  already  at  work  here, 
from  the  rapid  expansion  of  wireless  phone  services  and  multimedia 
messaging  to  online  payment,  electronic  billing,  call  traffic  reporting, 
interactive  analytics  and  more. 

Assuring  Data  Security:  Intelligent  infrastructure  can  work  for 
any  organization  that  increasingly  relies  on  Internet-based  services  to 
streamline  operations,  share  important  information  and  interact  more 
fully  with  customers  and  partners.  However,  expansion  can  be  accom- 
panied by  commensurate  concerns  over  enterprise  network  security. 

VeriSign  services  help  companies  around  the  globe  to  protect  their 
critical  interactions  and  stay  ahead  of  ever-evolving  threats.  For  example, 
the  VeriSign®  Security  Risk  Profiling  Service  provides  a  comprehensive, 
quantifiable  view  of  companies'  risk  exposure  and  policy  compliance, 
including  change  modeling  and  attack  simulation.  VeriSign®  Managed 
Security  Services  house  enterprise  data  and  leverage  specialized  data 
centers  for  added  intelligence  in  predicting  threats  and  mitigating  risk. 

Intelligent  Infrastructure  Equals 
Competitive  Advantage 

Many  infrastructure  providers  offer  expertise  in  Internet  routing,  secu- 
rity and  telecommunications,  but  only  VeriSign  has  proven  experience 
that  spans  all  three  industries,  each  with  its  own  technologies  and  proto- 
cols. Current  and  next-generation  organizations  employing  intelligent 
infrastructure  can  smoothly  bridge  protocols  and  technologies  to  enable 
virtually  any  secure  digital  transaction.  And  even  more  important,  they 
can  thrive  in  the  rapidly  changing  technological  landscape. 

Intelligent  infrastructure  services 

Carriers:  VeriSign  intelligent  infrastructure  services  enable  carriers  to 
accelerate  the  launch  of  new  and  compelling  experiences  for  their  customers. 

Portals:  VeriSign  intelligent  infrastructure  services  simplify  publishing  by 
protecting,  delivering  and  evaluating  video  communications.  This  allows 
portals  to  deliver  digital  content  more  quickly  and  inexpensively,  and  provides 
users  with  high-bandwidth  content  without  impacting  system  performance. 

Enterprises:  The  VeriSign  portfolio  of  intelligent  infrastructure  services  pro- 
tects the  networks,  applications  and  transactions  at  the  center  of  the  digital 
economy,  helping  enterprises  to  minimize  risks  and  maximize  opportunities. 

Media  and  Entertainment  Companies:  VeriSign  operates  intelligent 
infrastructure  services  that  allow  media  and  entertainment  companies  to 
quickly  promote  and  deliver  rich  content  to  millions  of  subscribers  across  a 
wide  range  of  media  channels,  including  PCs,  TVs  and  phones. 

Retailers:  By  leveraging  VeriSign  intelligent  infrastructure  services,  retailers 
can  build  innovative  marketing  and  communications  tools  that  engage 
customers  anytime,  anywhere  and  on  virtually  any  device. 

Consumer  Brands:  VeriSign  intelligent  infrastructure  services  facilitate  the 
convergence  of  voice  and  data  networks,  offering  consumer  brands  the  broad 
reach  they  need  to  expand  distribution  channels  and  increase  revenue  streams. 


To  learn  how  intelligent  infrastructure  can  give 
your  company  the  competitive  edge,  go  to 
www.verisign.com/intelligence  and  download  the 
Intelligent  Infrastructure  Overview  white  paper. 
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NOCRATS 

These  mavericks  of  technology  turned  silicon  into  gold,  spinning 
out  fortunes  on  Google,  online  shopping— and  the  iPod. 


374.  WEIU  DAI 
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Extending  reach  into  satellite  mapping,  online 
payment  systems;  recently  created  $900  million 
alliance  with  Rupert  Murdochs  (see)  MySpace, 
$1  billion  partnership  with  Ted  Turners  (see) 
Time  Warner  AOL.  Promising  to  "do  no  evil" 
with  their  riches;  plan  to  pour  $1.2  billion  into 
Google's  charitable  organization. 


$14.1  BILLION 

Google.  Palo  Alto,  Calif. 
33.  Single 

Larry  Page 

$14  BILLION 
Google.  San  Francisco. 
33.  Single 

Watch  out,  Wal-Mart  heirs:  The  Google  Guys 
are  zeroing  in  on  a  few  of  your  spots  in  the  Top 
10  of  The  Forbes  400.  Each  has  seen  his  net 
worth  soar  250%  in  2  years;  meteoric  rise  in 
wealth  far  outpaces  early  years  of  Bill  Gates,  Larry 
Ellison.  Both  have  sold  off  more  than  $2  billion 
worth  of  shares  in  past  2  years.  Brin  emigrated 
from  Russia,  serves  as  president  of  technology; 
Page  grew  up  in  Michigan,  runs  product  divi- 
sion. Duo  met  at  Stanford  while  pursuing  grad- 
uate degrees  in  computer  science;  dropped  out, 
launched  Google  in  1998.  Raised  $25  million 
from  starmaker  venture  capital  firms  Kleiner 
Perkins  Caufield  &  Byers  and  Sequoia  Capital. 
Recruited  longtime  tech  exec  Eric  Schmidt  (see) 
to  run  company.  Took  public  in  2004;  stock  up 
360%  since.  Sales:  $6  billion,  net  margins  25%. 


illi 


$13.6  BILLION 
Microsoft.  Bellevue,  Wash. 

50.  Married,  3  children 

Microsoft's  ebullient  chief  executive  was  unchar- 
acteristically somber  when  best  bud  and  tech 
visionary  Bill  Gates  announced  his  retirement 
in  June.  Made  his  first  trip  to  visit  Manhattan's 
investment  elite  in  May;  spending  more  time 
attending  to  unsatisfied  investors.  Announced 
a  $36  billion  stock  buyback  in  July,  adding  to  the 
$30  billion  in  buybacks  since  2004.  Microsoft's 
stock  remains  flat  as  revenue  grew  1 1  %  this  year 
to  $44.3  billion.  Much-delayed  Vista  operating 
system  set  to  debut  in  early  2007.  Recendy  an- 
nounced plans  to  tackle  Apple's  ever  popular  iPod 
music  player  with  a  wireless  version  of  its  own. 
Detroit  native  dropped  out  of  Stanford  M.B.A. 
program  to  join  former  Harvard  classmate  Gates 
in  1980.  Employee  No.  30,  chief  exec  since  2000. 
Rarely  ever  sells  shares. 

Pierre  Omidyar 

$7.7  BILLION 
Ebay.  Henderson,  Nev. 
39.  Married,  3  children 
French-born  immigrant  launched  online  auction 
giant  Ebay  in  1995;  today  it  lets  consumers  buy 
and  sell  everything  from  real  estate  to  Renoir  repli- 
cas. With  chief  Meg  Whitman  (see),  led  company 
through  Internet  bubble,  bust;  rebounded 
by  catering  to  loyal  trading  communities. 
Expanded  past  auctions:  bought  comparison- 
pricing  site  Shopping.com,  Web-phone  outfit 
Skype,  stake  in  online  classifieds  business 
Craigslist  Stock  down  35%  since  January  as  Skype 
hype  subsides.  Another  problem:  new  Google 
service  Checkout,  threatening  Ebay's  PayPal 
online  payment  business. 

Eric  Schmidt 

$5.2  BILLION 

Google.  Atherton,  Calif. 

51.  Married,  2  children 

Began  software  career  at  Bell  Labs  and  Xerox 
after  earning  electrical  engineering  degree  from 
Princeton,  Ph.D.  from  UC,  Berkeley.  Developed 
I  Java  technology  at  Sun  Microsystems  1980s. 


Short  run  at  software  outfit  Novell,  jumped  to 
Google.  Founders  Larry  Page  and  Sergey  Brin 
(see  both)  appointed  him  chief  executive  2001 
Continues  to  introduce  new  services  (Google 
Desktop,  Google  Checkout),  but  tech  vet  now 
refocused  on  search.  Joined  Apple  board  in  Au 
gust;  plans  to  take  on  Microsoft  with  iPod  wiz- 
ard Steve  Jobs  (see). 

Steve  Jobs 

$4.9  BILLION 

Apple  Computer,  Pixar.  Palo  Alto. 
51.  Married,  3  children 

King  of  the  iPods  sold  his  Pixar  Animation  hit 
factory  to  Disney  for  $7.4  billion  in  May.  Today 
Jobs  is  Disney's  largest  shareholder;  stake  worth 
$4  billion.  Convinced  Google  chief  Eric  Schmidt 
to  join  Apple  board  in  August;  duo  likely  to  take 
on  Microsoft.  Adopted  by  working-class  couple; 
dropped  out  of  Reed  College  when  he  couldn't 
pay  tuition.  Founded  Apple  in  parents'  garage. 
Fired  after  power  struggle  with  chief  John  Sail 
ley  1985.  Started  Pixar;  credited  with  computer 
animated  blockbusters  Toy  Story,  Finding  Nemo 
Returned  to  Apple  in  1996,  created  iPod;  more 
than  40  million  sold  since  debut  in  200 1 .  iTunes 
site  sold  1  billionth  song  in  February.  In  Septem 
ber  added  movie  purchases  to  the  iTunes  store 
and  previewed  iTV,  which  streams  movies 
from  computer  to  TV  Shares  up  50%  in  past  year 
Diagnosed  with  pancreatic  cancer  2004  and  is 
said  to  be  in  full  recovery. 

James  Goodnight 

$4.5  BILLION 

SAS.  Cary,  N.C. 
63.  Married,  3  children 

John  Sail 

$2.2  BILLION 
SAS.  Cary,  N.C. 
57.  Married,  4  children 

Cofounders  of  SAS,  world's  largest  privately  helc 
software  company.  Sales:  $1.7  billion.  Duo  firs 
met  at  North  Carolina  State.  Founded  SAS  1976 
company  develops  business  intelligence  pro 
grams  and  platforms.  Goodnight:  sits  on  Work 
Economic  Forum's  International  Busines. 
Council.  Supports  education  causes.  Avid  rocl 
collector  has  more  than  100  fossils,  meteorites 
Sail:  quiet  techie  spends  his  time  heading  JMI 
statistical  software  maker  that  creates  graph 
from  raw  data.  Partners  believe  happy  employ 
ees  are  more  productive:  workers  enjoy  on-sit 
day  care,  35-hour  workweek,  swimming  pool 
free  M&Ms. 
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1.  The  Intelligent  Cash  Optimizer  is  available  to  all  qualified  customers  with  $50,000  or  more  in  combined  E*TRADE  Securities  and  E*TRADE  Bank  accounts  or  who  average  10  or 
more  stock  or  options  trades  per  month  (30  trades  per  quarter).  It  is  a  unique,  dynamic  cash  management  modeling  tool  that  illustrates  the  earning  potential  for  uninvested  cash. 
System  response  and  account  access  times  may  vary  due  to  a  variety  of  factors,  including  trading  volumes,  market  conditions,  system  performance,  and  other  factors. 
Securities  products  and  services  are  offered  by  E*TRADE  Securities  LLC,  Member  NASD/SIPC. 
©  2006  E*TRADE  FINANCIAL  Corp.  All  rights  reserved. 
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Jeffrey  Bezos 

$3.6  BILLION 
Amazon.  Seattle. 
42.  Married,  3  children 
Raised  in  Texas  and  Florida,  became  computer 
whiz  at  Princeton;  worked  at  hedge  funds  on 
Wall  Street  after  graduation.  Quit  before  30th 
birthday  to  sell  books  on  the  Internet  from 
Seattle  garage  with  wife.  Took  Amazon.com  pub- 
lic in  1997;  company  name  derived  from  South 
American  rivers  unending  tributaries.  Survived 
dot-com  bust  with  discount  pricing  and  free  ship- 
ping. Books  remain  big  business,  but  worlds 
biggest  virtual  mall  now  sells  everything  from 
clocks  and  cookware  to  cameras  and  clothing. 
Now  peddling  groceries.  Sales  up  23%  to  $8  bil- 
lion in  2005,  but  stock  down  5%  since  July  after 
company  announced  profits  are  eroding  because 
of  higher  toy,  technology  costs.  Space  cadet  trans- 
forming Texas  ranch  into  headquarters,  testing 
facility  for  his  Blue  Origin  commercial  space- 
travel  venture. 

Gordon  Moore 

$3.4  BILLION 
Intel.  Woodside,  Calif. 
77.  Married,  2  children 
"Accidental  entrepreneur"  studied  chemistry  at 
UC,  Berkeley;  wanted  academic  career,  but  teach- 
ing jobs  were  scarce.  Back  to  school,  earned  Cal- 
tech  Ph.D.  One  of  the  "Gang  of  8"  that  founded 
Fairchild  Semiconductor  in  1957.  With  partner 
Robert  Noyce,  founded  chipmaker  Intel  1968. 
Introduced  first  microprocessor  3  years  later.  First 
year  sales:  $3,000.  Today  worlds  largest  producer 
of  computer  chips.  Served  as  chief  exec  from 
1975  to  1987;  chairman  until  1997.  Coined 
Moore's  Law,  predicting  chip  power  would 
double  every  12  (later  revised  to  24)  months. 
Donated  half  his  Intel  shares  to  Gordon  and  Betty 
Moore  Foundation.  Avid  outdoorsman,  big 
donor  to  environmental  research;  has  a  pygmy 
owl  named  after  him.  Spends  time  fishing  and 
golfing  in  Hawaii. 


$2.5  BILLION 

Yahoo.  Palo  Alto,  Calif. 
40.  Married 


$2.2  BILLION 

Yahoo.  Los  Altos,  Calif. 

37.  Married,  1  child 

Chief  Yahoos  finding  unlikely  allies  in  fight  for 

net  neutrality;  banded  together  with  rival 


Google,  other  search  engines  in  legal  batde  for 
essentially  free  use  of  telephone  companies'  pipes. 
Senate  rejected  proposal  in  June.  Duo  met  as 
Stanford  grad  students,  turned  Internet  directory 
project  into  popular  Web  portal  Yahoo.  Put 
Ph.D.s  on  hold  to  work  full-time.  Took  public 
1996;  now  claim  500  million  unique  users.  Yang: 
Taiwanese  immigrant,  participates  in  corporate 
strategy.  Filo:  involved  in  technical  operations. 
Both  billionaires  said  to  still  wear  sneakers,  fly 
coach.  Former  Warner  Bros,  boss  Terry  Seme! 
lords  over  day-to-day  operations. 

Craig  McCaw 

$2.1  BILLION 

McCaw  Cellular.  Seattle. 
57.  Married,  3  children 

Son  of  cable  investor  John  Elroy  McCaw.  With 
brothers  Bruce,  Keith  and  John  Jr.,  inherited  com- 
pany after  father's  death  in  1969,  made  big  bet 
on  cellular;  sold  to  AT&T  in  1993  for  $1 1.5  bil- 


lion. Reinvested  proceeds  in  Nextel  and  satellite 
network,  wiped  out  in  telecom  crash.  Now  chief 
executive  of  Clearwire;  broadband  outfit  offers 
wireless  access  across  massive  areas  using  Wi- 
Max;  now  operating  in  31  cities  including  Jack- 
sonville, Fla.  and  Boise,  Idaho;  preparing  to 
launch  in  Seatde. 

Henry  Nicholas  III 

$2  BILLION 

Broadcom.  Laguna  Hills,  Calif. 
47.  Married,  3  children 

Henry  Samueli 

$2  BILLION 

Broadcom.  Newport  Beach,  Calif. 
52.  Married,  3  children 

Duo  met  at  TRW,  designed  high-speed  telecom 
chips  in  Nicholas'  spare  bedroom.  Founded 
Broadcom  in  1991;  took  public  7  years  later. 
Nicholas:  former  workaholic  chief  exec  unexpect- 
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Simply  the  best  of  the  best 

-Robb  Report,  June  2006 


MASER ATI  ONCE  AGAIN  TAKES  ROBB  REPORT'S  TOP  HONOR  FOR  A  LUXURY  SEDAN,  this  year 
with  the  new  Quattroporte  Sport  GT.  Despite  stiff  competition  from  Bentley,  BMW  and  others,  one  car 
stood  apart  as  the  most  beautiful  and  engaging,  and  the  most  fun  to  drive,  according  to  the  hard-to-impress 
Robb  Report  editors.  With  its  400  hp  Ferrari-derived  4.2-liter  V8,  front-mid-engine  design  and  Fl-inspired, 
6-speed  transmission,  the  editors  quickly  discovered  that  "the  Q-Porte's  priority  is  performance,. . .  putting  the  sport  in  sport  sedan." 
They  went  on  to  call  the  Quattroporte  Sport  GT  a  "styling  masterpiece,"  with  a  classic  Pininfarina  shape  that  "will  continue  to  turn 
heads  when  other  sedans  have  become  yesterday's  styling  fad."  Quattroporte  models  start  at  around  $108,000*  To  discover  for 
yourself  why  Robb  Report  chose  the  Quattroporte  Sport  GT  as  the  Best  of  the  Best  sedan  for  2006,  visit  maseratiamerica.com/bestfb 


MASERATI 

EXCELLENCE  THROUGH  PASSION 


■nate  base  MSRP  for  Quattroporte;  MSRP  for  Sport  GT  shown  $116,850.  MSRP  includes  destination,  dealer  prep  fees  and  gas  guziler  tax.  Other  taxes  and  optional  equipment  not  included.  Price  subject  to  change  without'pnor  notice.  Individual  dealer  prices  may  vary.  ©200fi 
North  America,  Inc.  All  rights  reserved.  Maserati  and  the  Trident  logo  are  registered  trademarks  of  Maserati  SpA.  Maserati  reserves  the  right  to  modify  colors,  designs  and  technical  featuresat  any  time  and  without  prior  notice  See  your  local  authorized  Maserati  Dealers  for  further  detail'. 


edly  quit  in  2003  to  spend  time  with  family.  Sup- 
ports performing  arts,  education,  science  via 
Nicholas  Foundation.  Samueli:  serves  as  Broad- 
com chairman,  chief  technical  officer;  working 
on  expansion  to  India,  China.  UCLA  grad 
funded  alma  maters  School  of  Engineering  & 
Applied  Sciences;  recently  bought  pro  hockeys 
Anaheim  Ducks. 

$1.9  BILLION 
Google.  Atherton,  Calif. 

42.  Married,  2  children 

Iranian  immigrant  studied  at  San  Jose  State, 
then  Stanford  for  M.B.A.  A  guru  of  the  busi- 
ness side  of  technology:  mastered  marketing, 
product  management,  business  development 
with  various  startups  (3DO,  Go  Corp.).  Then 
Netscape:  increased  online  revenue  127%  in 
18  months.  Joined  Google  1999  after  fellow 
Netscape  alum  K.  Ram  Shriram  (see)  joined 
board  the  year  before.  Brought  Google  to 
profitability  in  record  time;  generated  $6  bil- 
lion in  revenue  in  2005.  Last  year  orchestrated 
alliance  with  Time  Warners  AOL;  members 
search  with  Google  search  tech  in  exchange 
for  5%  stake  in  Time  Warner. 

Theod 

$1.7  BILLION 
Gateway.  San  Diego. 

43.  Married,  4  children 

Son  of  cattle  brokers  started  Gate  way  in  1985. 
Became  country's  second-largest  (    v.  rriarketer 


of  PCs;  orders  shipped  in  boxes  with  black- 
and-white  splotches  to  resemble  cows,  remind 
him  where  he  came  from.  Inroads  by  Dell, 
Compaq  forced  major  job  cuts,  store  closures. 
Resigned  1995;  remains  one  of  Gateways 
largest  shareholders.  Reinvests  via  Avalon  Cap- 
ital: hedge  funds,  real  estate,  currencies.  Largest 
living  donor  to  National  Geographic  Society 
closely  involved  with  Genographic  Project:  sci- 
entists use  DNA  to  study  human  origins  and 
migration.  Next  up:  pumping  money  into 
nanotechnology.  "The  greatest  discoveries  in 
nanotech  have  been  20  years  away  for  20  years." 


$1.7  BILLION 
Qualcomm.  La  Jolla,  Calif. 
72.  Married,  4  children 

Left  teaching  job  at  MIT  in  1966  to  help  start 
engineering  school  at  UC,  San  Diego.  Developed 
knack  for  negotiation  working  on  projects  for 
U.S.  Department  of  Defense.  Cofounded  Qual- 
comm 1985.  Patented  CDMA  (code  division 
multiple  access)  design,  now  running  in  more 
than  a  quarter  of  the  worlds  cell  phones.  Flour- 
ishing in  U.S.  and  Asia;  fighting  to  win  over  car- 


members  of  The  ^ 

Forbes  400  live  in  €f 

IP 

New  York.  ~ 

riers  and  phonemakers  in  Europe,  where  com- 
pany now  faces  charges  of  antitrust  violations 
from  competitors.  Son  Paul  took  over  as  chief 
executive  last  year;  Irwin  still  chairman. 

John  R  Morgridge 

$1.5  BILLION 

Cisco  Systems.  Portola  Valley,  Calif. 
73.  Married,  3  children  (1  deceased) 

Former  Honeywell  exec  became  chief  of  net- 
working firm  Cisco  in  1988.  Went  public  1990, 
stepped  down  5  years  later  as  stock  turned  into 
Internet  bellwether;  briefly,  in  2000,  the  worlds 
most  valuable  company.  Shares  down  75%  from 
peak;  owns  61.1  million  shares  worth  $1.3  bil- 
lion. With  wife,  Tashia,  gave  $50  million  to  U 
of  Wisconsin  to  fund  biosciences  research  in 
April.  Avid  cyclist  and  hiker  chairs  the  Nature 
Conservancy,  which  uses  private  funds  to  buy 
up  privately  held  land  to  protect  it  from  devel- 
opment. New  board  age  limit  has  him  stepping 
down  as  Cisco  chairman  this  November. 

Thomas  Siebel 

$1.5  BILLION 

Siebel  Systems.  San  Mateo,  Calif. 
53.  Married,  4  children 

Former  Oracle  salesman  finally  gave  in  to 
former  boss  and  longtime  rival  Larry  Elli- 
son. In  January  sold  software  maker  Siebel 
Systems  to  Oracle  for  $5.9  billion.  Person- 
ally reaped  about  $500  million.  Minimized 
tax  bill  with  "double  dummy."  Established 
Siebel  Scholars  Program  1999,  provides 
grants  to  computer  science  graduate  stu- 
dents. Foundation  supports  Salvation  Army, 
alma  mater  U  of  Illinois.  Funds  controver- 
sial Montana  Meth  Project  ad  campaign; 
scary  TV  commercials  depict  shots  of  meth 
users  at  their  worst. 

James  Kim  &  family 

$1.5  BILLION 

Microchips.  Bryn  Mawr,  Pa. 
70.  Married,  3  children 

Son  of  H.S.  Kim,  founder  of  Korean  chip- 
maker'  Anam  Semiconductor.  Emigrated  to 
U.S.  1955.  Created  Amkor  Electronics  1968 
as  U.S.  sales  arm  for  fathers  chip  packaging 
business.  Took  public  30  years  later.  Made  a 
second  fortune  in  gaming.  With  wife,  Agnes, 
started  Electronics  Boutique  retail  chain  1977; 
first  mall  kiosk  sold  calculators,  digital 
watches.  Shifted  to  videogame  consoles  and 
accessories.  Sold  in  2005  to  GameStop  for 
$1.4  billion;  netted  $375  million. 
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Transforming  ideas  into 
great  potential. 

Realize  Your  Potential 


Like  the  idea  of  a  pinwheel  to  a  powerful  wind  turbine,  Huawei  innovates  for 
potential  growth  based  on  customers'  needs. 

As  a  company  committed  to  staying  in  the  forefront  of  the  telecoms  industry, 
we  are  currently  leading  the  way  in  ALL  IP  and  fixed-mobile  convergence  (FMC) 
technologies  as  well  as  expanding  our  diverse  product  range.  That's  because  at 
Huawei  we  always  strive  to  bring  about  the  best  consumer  experience  to  all  via 
any  device,  at  anytime,  anywhere. 

By  offering  what  you  require  right  now  for  your  next  stage  of  development, 
we  help  you  to  truly  realize  the  potential  of  your  business. 


www.huawei.com 


HUAWEI 


< 

K-.  P 

O 


$1.5  BILLION 
Google.  Mountain  View,  Calif. 
50.  Married,  2  children 
Born,  schooled  in  Madras,  India.  Created  shop 
bot  Junglee;  sold  to  Amazon  in  1998.  Worked 
for  Netscape,  Amazon  before  launching  Sherpalo 
in  2000.  Learned  to  adapt  during  the  tech  bust: 
"Living  in  a  world  where  everything  is  chang- 
ing constantly,  you  learn  to  change."  Early  investor, 
board  member  of  Google.  Sold  off  more  than 
half  his  shares  since  public  offering  2004;  still 
owns  1.9  million  shares  worth  $760  million. 
Other  investments:  Zazzle  (custom-designed 
T  shirts,  mugs,  stamps),  PodShow  (online  radio), 
247Customer.com  (Indian  call  centers). 

Todd  Wagner 

$1.4  BILLION 

Broadcast.com.  Dallas. 
46.  Married 

Created  Internet  outfit  Broadcast.com  with 
lifelong  business  partner  Mark  Cuban  (see); 
sold  to  Yahoo  at  height  of  bubble  in  1999 
for  $5.7  billion.  Now  building  small 
entertainment  empire:  owns  2929  Enter- 
tainment, Magnolia  Pictures,  Landmark 
Theaters,  high-definition  TV  network 
HDNet;  also  a  stake  in  Lion's  Gate.  Wants  to 
release  movies  simultaneously  on  the  big 
screen,  DVD  and  TV  to  keep  marketing 
costs  down,  boost  profits.  Owns  small  stake 
in  pro  basketball's  Dallas  Mavericks;  leaves 
fighting  with  refs  to  Cuban.  Philanthropist 
expanding  his  Afterschool  All-Stars  pro- 
gram for  inner-city  children.  Mantra: 
Everything  in  life  needs  "constant  analysis 
and  revaluation." 


$1.3  BILLION 
Intuit.  Woodside,  Calif. 
54.  Married,  3  children 
Former  Procter  &  Gamble  product  manager 
developed  Quicken  personal  finance  software 
to  combat  wife's  checkbook-balancing  com- 
plaints. Cofounded  Intuit  with  Tom  Proulx 
1983;  public  a  decade  later.  Today  products 
include  TurboTax,  Property  Manager,  Quick- 
Books,  Medical  Expense  Manager.  Shares  up 
16%  this  year  despite  increased  competition 
from  Microsoft,  H&R  Block.  Active  philan- 
thropist funds  business  school  program  at 
wife's  alma  mater,  U  of  Wisconsin;  Intuit  Tax 
Freedom  Project  donates  free  tax  prep  to  11 
million  low-income  people  annually. 


Richard  Egan 

$1.3  BILLION 

EMC  Corp.  Hopkinton,  Mass. 

70.  Married,  5  children 

Boston  native  flew  helicopters  as  a  Marine  in 
Korean  War.  Cofounded  data  storage  upstart 
EMC  in  1979'.  Took  public  7  years  later;  sold 
most  of  his  shares  during  1990s  tech  boom. 
Resigned  as  chairman  2001.  Big  GOP  supporter 
paid  a  $36,700  penalty  for  exceeding  campaign 
contribution  limits  in  2001;  still  served  as  U.S. 
Ambassador  to  Ireland  during  President  Bush's 
first  term.  Now  fighting  IRS  claim  he  used  a 
sham  shelter  to  save  $62  million  in  2001  taxes; 
paid  full  sum  last  spring,  suing  for  a  refund. 

Walter  Scott  Jr. 

$1.3  BILLION 
Construction,  telecom.  Omaha. 
75.  Widowed,  remarried;  6  children 

Civil  engineer  joined  father's  former  employer 
Kiewit  Construction  Group  (now  Peter  Kiewit 
Sons').  Took  reins  when  President  Bob  Wilson 
stepped  down  1979;  moved  company  into  tele- 
com, fiber  optics,  power  plants.  Retired  as  Kiewit 
chairman,  still  chairs  Level  3  Communications. 
Friend  of  Warren  Buffett,  sits  on  board  of  Berk- 
shire Hathaway.  Owns  25%  of  Omaha  Royals 
minor  league  baseball  team.  At  Scott's  70th  birth- 
day party,  Buffett  donned  Elvis  suit,  played 


ukulele.  Deeply  involved  with  Henry  Doorly  Zoo 
in  Omaha:  "It's  pretty  difficult  for  people  not  to 
like  animals,  particularly  babies." 

David  Duffield 

$1.2  BILLION 

PeopleSoft.  Incline  Village,  Nev. 

66.  Divorced,  remarried;  9  children 

Cofounder  of  back-office  software  giant  People- 
Soft  reaps  the  rewards  of  selling  to  Oracle's 
Larry  Ellison  for  $11  billion  last  January; 
battling  a  northern  California  homeowner's 
association  for  the  right  to  build  a  17,000- 
square-foot  palace.  PeopleSoft  went  public  in 
1992;  Duffield  stepped  down  from  day-to-day 
operations  in  1999,  continued  as  chairman  until 
buyout.  Cornell  grad  set  up  $10  million  fund 
for  ex-employees  unable  to  find  jobs.  Now 
hoping  to  create  new  fortune  with  enterprise 
software  startup  Workday.  Animal-loving  phi- 
lanthropist a  trustee  of  Maddie's  Fund  (named 
after  his  late  miniature  schnauzer)  to  help  make 
America  a  "no-kill  zone"  for  unwanted  pets. 

James  dark 

$1.1  BILLION 

Netscape.  Palm  Beach,  Fla. 
62.  Divorced,  2  children 

Sawy  entrepreneur  founded  3  billion-dollar 
companies:  Netscape,  Healtheon  (now 
WebMD),  Silicon  Graphics.  Silicon  Valley  be- 
came an  "insanely  depressing  place";  cashed 
out  shares  in  all  3  firms  before  they  lost  all  their 
value.  Reinvested  in  Neoteris  (computer  secu- 
rity), MyCFO.com  (wealth  management),  real 
estate.  Owns  majority  stake  in  Hyperion 
Development  Group  construction  outfit;  build- 
ing 2  condo  complexes  in  Miami.  Also  has  40% 
stake  in  photo-sharing  site  Shutterfly;  public 
offering  in  the  works. 

Mary  Anselmo 

$1  BILLION 
PanAmSat,  inheritance. 

Greenwich,  Conn. 

77.  Widowed,  3  children 

Husband,  Reynold  (Rene),  Boston  native  who 
went  to  Mexico  after  stint  in  marines  in  WWII. 
Started  PanAmSat,  nation's  first  privately  held 
communications  satellite  company,  in  1984. 
First  customer:  CNN.  Died  2  days  before  1995 
public  offering.  Stock  left  to  family;  General 
Motors  controlled  the  company,  but  Mary 
retained  8%  stake.  Bought  by  KKR,  other  pri- 
vate equity  firms  2004;  netted  $250  million. 

CONTINUED  ON  PAGE  157 
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Fractional  Jet  Ownership  Designed  Around  You 

Bombardier  Flexjet*  gives  you  more  flexibility  than  any  other  fractional  jet  ownership  program.  Forget  having 
to  select  from  limited  program  options.  Only  Flexjet  lets  you  fly  the  exact  hours  you  need,  with  the  benefits 
you  desire -all  provided  by  the  industry's  best  people  delivering  the  highest  standards  of  service.  If  you 
want  the  ultimate  level  of  flexibility  in  fractional  ownership,  you  can  have  it.  Fueled  and  waiting. 

Call  1  -800-FLEXJET  or  visit  flexjet.com. 

BOMBARDIER 

FLEXJET 


)  2006  Bombardier  Inc.  *  Trademark^}  of  Bombardier  Inc.  or  its  subsidiaries.  Call  Flexjet  for  terms  and  conditions. 


Breaking  the  Addiction  to  Oil. 

.'  No. 3  in  a.  series.  '  - 


WHERE  DID  WE  LEARN 
HOW  TO  GET  20  -  60%  MORE  MPG? 


This  feathered  falcon  is  the  epitome  of 
"lighter-yet-stronger." 

And  inspiration  for  the  most  efficient 
business  jets  in  the  world. 

We've  learned  from  nature  and  necessity. 
Because  we  also  build  supersonic  jet  fighters 


—  the  legendary  Rafale  and  Mirage  —  and 
transfer  their  advantages  to  our  Falcons. 

From  titanium  alloys  and  composite 
materials  to  computational  fluid  dynamics. 
Falcons  get  fuel  efficiency,  performance  and 
agility  like  nothing  else  in  their  class* 


Without  giving  an  inch  on  wide-body 
comfort  and  style. 

In  nature,  efficient  design  separates  the 
winners  from  the  also-rans. 

In  business,  it's  causing  a  flight  to  quality 
and  away  from  the  addiction  to  oil. 


FALCON  2000  D) 


FALCON  900  DX-EX 


DASSAULT 
FALCON 


'ENGINEERED     WITH  PASSION 

*Source:  Business  &  Commercial  Aviation.  For  complete 
details  on  Falcon's  superior  efficiencies  come  to:  www.falconjet.com 
Or  call:  US  201.541.4600  France  *  33.1.47.11.82.32 


The  Enlightened 
Business  Traveler 


IThinking  Global, 
ipy        Acting  Mobile 

1 


Written  and  produced 
by  Mark  Patiky 


orget  globalization.  The  big  story  today  is  mobilization. 
Record  numbers  of  companies  are  using  business  aircraft  to 
take  advantage  of  growing  opportunities  at  home  and  abroad. 
New  access  options  have  opened  the  skies  to  businesses  of  all 
sizes,  while  new  aircraft  and  technologies  are  making  the  fleet 
more  flexible,  affordable  and  capable  than  ever.  And  the  trend  is 
paying  big  dividends  in  time  and  opportunity. 
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ENTERING 

THE  GOLDEN  AGE 

"Because  I  can  work  my  own 
schedule  and  not  around  an  airline's, 
it  makes  my  time  more  valuable," 
says  Marty  Belz,  chairman  and  pres- 
ident of  Memphis-based  Peabody 
Hotel  Group.  He  and  his  team  use 
the  company's  Raytheon  Beechjet 
400A  to  manage  a  portfolio  of  prop- 
erties across  the  country.  "It  is  one  of 
the  most  effective  business  tools 
today,"  says  Belz.  "It  gives  you  qual- 
ity working  time  both  in  the  air  and 
on  the  ground.  And  it  really  makes 
life  easier." 

"It  seems  like  it's  all  coming 
together  at  once,"  says  Ed  Bolen,  pres- 
ident and  chief  executive  officer  of  the 
National  Business  Aviation  Associa- 
tion (NBAA).  "The  technology  inno- 
vations are  helping  drive  the  growth 
of  programs  like  jet  cards  and  frac- 
tional ownership,  and  at  the  same 
time  globalization  is  driving  the  need 
for  more  face-to-face  contact  and  on- 
site  due  diligence." 

But  it's  not  only  executive  comfort 
or  busy  schedules  that  drive  the  growth 
of  business  aviation.  It's  bottom-line 
results.  A  study  of  S&P  500  companies 
found  that  over  a  five-year  period, 
companies  that  used  business  aircraft 
had  twice  the  total  shareholder  return 
as  companies  that  did  not.  Small 
wonder.  Business  aircraft  can  access 
some  5,000  airports  across  the  coun- 
try, while  the  airlines  serve  barely  10% 
of  that  number,  and  most  of  those 
flights  go  to  just  30  hub  airports.  Busi- 
ness aircraft  enable  executives  to  visit 
multiple  cities  in  a  day,  to  compress 
long,  wasted  hours  of  commercial  air 
travel  into  short  productive  ones,  or  to 


bring  key  prospects  to  a  facility.  And 
given  the  dividends,  it's  surprisingly 
affordable.  "It's  very  cost-effective," 
says  Belz,  who  frequently  flies  with 
three  or  four  colleagues. 

The  disparity  in  speed  and  conven- 
ience with  airline  travel  will  only 
grow.  Recently  enhanced  security  res- 
trictions and  intensified  screening 
procedures  at  commercial  airports 
will  likely  make  flying  on  the  airlines 
—  already  wracked  by  cutbacks  in 
services,  number  of  flights  and  desti- 
nations —  even  more  of  an  ordeal. 
And  for  travelers  who  do  place  a  pri- 
ority on  security,  business  aviation 
provides  clear  advantages. 

"You  know  who's  on  the  plane, 
what's  on  the  plane,  and  you  know  the 
crew,  so  it's  inherently  secure,"  says 


U  By  having  access  to  the  business  jets,  I  certainly  think 
we've  grown  better.  If  you  can  get  six  people  an  extra 
night  with  their  families  after  a  long  workday,  I've  just  got 
to  believe  that's  beneficial  to  them  and  the  company.  55 

JIM  McCANN 

1 -800-Flowers.com 


aviation  security  expert  Izzy  Boin 
about  business  aircraft.  In  addition 
strangers  can't  pass  beyond  private  ter 
minal  doors  unless  they  are  identifiec 
and  have  a  valid  reason  to  be  there. 

Tomorrow's  executives  will  find  i 
easier  than  ever  to  meet  the  trave 
challenges  of  a  global  economy 
thanks  to  a  first  generation  of  super 
sonic  business  jets  now  in  variou 
stages  of  planning. 

YOUR  GUIDE 

The  Enlightened  Business  Travele 
is  your  guide  to  a  new  world  of  trave 
aboard  business  aircraft.  It  explains  tb 
aircraft  and  access  options  and  hov 
businesses  and  entrepreneurs  are  usinj 
them  to  meet  the  challenges  an« 
exploit  the  opportunities  of  the  emerg 
ing  global  marketplace.  It  contain 
updates  on  the  new  offerings  fron 
fractional  programs,  jet  card  provider 
and  charter  companies,  and  highlight 
new  aircraft  coming  into  the  busines 
fleet  and  the  technology  that's  makin; 
a  new  jet  age  of  business  and  persona 
travel  possible. 


Most  Experience 


MOST  CUSTOMERS 


World's  Largest  Fleet 


Most  Aircraft  Types 


Highest  Safety  Standards 


Superior  Ownership  Experience 


Global  Operations 


A  Berkshire  Hathaway  Company 


YEAR  AFTER  YEAR,  MORE  PEOPLE 

CHOOSE  NETjETS. 

Few  decisions  demand  as  much  thought  as  buying  a  fractional  share.  Yet  the  answer  is  simple. 
Since  creating  fractional  ownership  in  1986,  Netjets  has  led  in  everything  from  service  and 
safety  to  the  size  and  variety  of  our  fleet.  And  our  financial  stability  is  unmatched.  So  it's  no 
surprise  we  sell  more  jets  than  everyone  else  combined.  Travel  on  your  terms.  Talk  to  the  leader. 


Call  1-877-356-0754  or  visit  www.netjets.com. 


NETJETS 


® 


Make  every  moment  count 
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A  PLANE  OF  YOUR  OWN 

ALL  YOURS  ALL  THE  TIME 


A business  aircraft  is  an 
investment  that  yields 
significant  dividends.  But 
for  those  seeking  its  ben- 
efits for  the  first  time,  the 
aircraft  choice  and  legal,  tax,  insur- 
ance, financial  and  operational  issues 
may  be  daunting.  All  these  matters 
can  be  handled  by  independent  air- 
craft management  firms  and  consul- 
tants, says  Gil  Wolin,  vice  president, 
corporate  communications  for  TAG 
Aviation  USA,  one  of  the  world's  pre- 
mier aircraft  management  and  charter 
organizations  with  more  than  150  air- 
craft in  its  global  fleet. 

HOW  IT  WORKS 

Top  aircraft  management  firms  offer 
a  complete  and  customized  turnkey 
service,  typically  from  their  own  opera- 
tions base.  TAG,  however,  establishes  a 
tailored  flight  operation  at  the  owner's 
own  location  and  currently  runs  55  of 
those  across  the  nation.  Warren  Justice 
takes  charge  of  one  in  the  Pacific  North- 
west for  a  TAG  client  with  its  first 


wholly  owned  business  jet  —  a  Bom- 
bardier Global  Express.  "The  relation- 
ship allows  our  client  to  focus  on 
business,  not  travel,"  says  Justice.  Access 
to  the  world  is  but  a  phone  call  away. 
As  client  aviation  manager,  Justice 


has  total  responsibility  for  the  aircraft'! 
operation,  scheduling  and  dedicated  full 
time  crew,  including  three  pilots,  main 
tenance  supervisor  and  flight  attendant 
He  is  the  owner's  direct  on-site  link  tc 
TAG's  entire  around-the-clock  globa 


FLIGHT  LOG 


84  Lumber 

"In  1956,  we  had  a  Ford  station  wagon,"  says  Joe  Hardy  III,  who  founded  a  small  building 
supply  store  called  84  Lumber  in  Eighty  Four,  Pa.  Now  Hardy,  from  a  small  town  near 
Pittsburgh,  thinks  mobility.  Hardy  traded  in  his  '56  Ford  for  a  Dassault  Falcon  50  and 
Bombardier  Learjet  31A. 

"These  jets  are  not  an  option,"  Hardy  says.  "They  give  us  mobility.  You  have  to  be  where  the 
action  is.  You  have  to  respond  to  new  opportunities."  Hardy  can  be  airborne  in  under  an  hour 
and  fly  his  jets  to  small  rural  airfields.  "I  can  be  anywhere  business  is,  and  that's  the  flexibility 
you  have  to  have.  I  can  take  a  trip  and  cover  ten  states  in  two  days." 

Hardy's  once  "small  business"  numbers  525  stores  supplying  building  materials  to  residential  developers  in  every  state,  and  will  top  a 
booming  $4  billion  in  sales  this  year.  "We  are  talking  about  evolution,"  he  says. 

The  tri-jet  Falcon  50,  with  its  large  cabin,  comfortable  seating  for  1 1  and  excellent  performance,  can  negotiate  short  airstrips  and  still  fly 
its  impressive  range  is  enabling  84  Lumber's  growth  in  Canada  and  Mexico,  and  Hardy  is  eyeing  a  new  Falcon  900  to  expand 
ha  -1  to  be  able  to  get  to  places  very  rapidly  to  make  decisions,"  he  says.  "You  bring  your  engineering  team  and  anybody 
ind  get  the  d.       problem  solved  now  —  not  three  weeks  from  now.  That's  the  beauty;  you  can  take  your  office,  take  seven  or  eight 
people  who  can  make  decisions  rather  than  one  guy  going  commercial  to  see  one  department,"  Hardy  stresses.  "I  honestly  don't  know  how  a 
company  that  is  growing  can  be  without  an  aircraft." 


NEW  HORIZONS 
RE  IN  THE  CARDS 

INTRODUCING  THE  FLEXJET  25  JET  CARD. 


fle/jet; 


>  More  choice,  flexibility  and  value  than  any  other  jet  card. 

>  First-in-industry  charter  limit"  and  satisfaction  guarantees  ensure 
superior  quality  and  service. 

>  Choose  the  number  of  days  and  hours  per  year  you  want 
to  fly,  at  price  levels  that  suit  your  financial  plans. 

or  more  information  visit  www.Flexjet25.com 
or  call  1.866.473.0025 


ARANTEE  THAT  IF  YOU'VE  FLOWN  MORE  THAN  5%  OF  YOUR  CARD  HOURS  ON  A  NON-FLEXJET  25  PROGRAM  AIRCRAFT.  WE'LL  CREDIT  YOUR  ACCOUNT  WITH  ADDITIONAL  FLIGHT  HOURS. 
:XJET25  PROGRAM  TERMS  AND  CONDITIONS  APPLY.  TM  TRADEMARK  OF  BOMBARDIER  AND  ITS  SUBSIDIARIES  AND  JET  SOLUTIONS.  LLC.  FLEXJET  25  PROGRAM  IS  OPERATED  UNDER 

RT135  BY  JET  SOLUTIONS.  LLC.  .  ',  ■  .  ,  ;■  ->W\>A<:-:-Vf®B» 
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LaBov  &  Beyond 

When  marketing  communications  firm  LaBov  &  Beyond  opened  its  doors  in  Fort  Wayne,  Ind., 
in  1989,  it  was  clear  to  founder  and  chief  executive  officer  Barry  LaBov  that  limited  commer- 
cial airline  service  would  present  significant  travel  hurdles.  "Either  flight  cancellations  or  delays 
endangered  our  appointments  with  clients,  or  we  ended  up  driving,"  says  LaBov.  "It  makes  for 
a  very  long  day  and  it  was  very  tough  on  our  employees." 

LaBov's  firm  specializes  in  sales  and  marketing  communications  training  for  major  firms  with 
large  distributor  and  dealer  organizations  across  the  nation.  His  staff  must  travel  frequently  to  out- 
of-the-way  places.  LaBov  considered  charter,  but  he  wanted  more  consistency  and  control.  "We  decided  to  look  at  buying  our  own  jet,"  he  says. 

The  firm  purchased  a  new  Cessna  Citation  CJ1,  which  delivers  significant  time-saving  efficiency.  On  a  typical  200-mile  to  300-mile  flight, 
the  LaBov  team  often  arrives  in  less  time  than  a  drive  across  town  in  rush  hour.  The  CJ1  routinely  drops  creative  teams  off  at  two  or  three 
client  sites,  then  picks  them  all  up  again  and  has  them  home  that  same  evening.  "You  save  families,  employees  and  time,  and  you  have  a 
great  opportunity  to  develop  clients  and  grow  your  business,"  LaBov  says. 

"You  have  to  look  at  a  jet  as  an  investment  for  growth,"  he  emphasizes.  "If  you  are  an  aggressive,  confident  and  growing  company,  a  business 
jet  is  an  essential  tool.  It  certainly  has  been  vital  to  our  success.  We  have  uncompromised  freedom  to  travel  and  we  control  our  own  destiny." 


■ 


J? 


service  and  support  network.  "Our 
owners  receive  the  benefits  of  complete- 
ly personalized  service  driven  by  safety 
and  standards  that  lead  the  industry,"  he 
says.  The  owner  also  gains  significant 
cost  savings  based  on  TAG's  buying 
power.  As  one  of  the  largest  business  avi- 
ation purchasers  of  jet  fuel,  flight  crew 
training,  insurance  and  maintenance, 
TAG  accrues  significant  discounts,  and 
these  pass  directly  to  the  customer. 

GLOBAL  OFFICE  SUITE 

The  jet  owner,  a  high-tech  e-com- 
merce  firm  with  significant  interna- 
tional business  interests,  topped  350 


£C  It  is  such  a  great  use  of  time.  Now  I  can  spend  more 
time  with  customers  and  vendors  and  get  more  done 
during  the  day.  This  has  to  be  one  of  the  best  business] 
decisions  I  ever  made.  I  love  it.  J  5 

BRAD  PIERCE 

President  and  Chief  Executive  Officer,  Restaurant  Equipment  Worldll 


global  flight  hours  in  the  first  year 
alone.  "They  need  to  move  quickly 
and  efficiently,"  says  Justice.  "We  can 
cross  10  or  11  time  zones  nonstop, 
and  they  arrive  rested,  conduct  busi- 
ness, get  back  on  the  airplane  and 
travel  to  the  next  destination."  Within 


its  spacious  cabin  with  a  large  seatin; 
capacity  and  separate  areas  to  worl| 
and  conduct  global  business  via  sate! 
lite  communications,  executives  cai 
also  dine,  sleep  blissfully  and  stil| 
maintain  a  tight  schedule. 

Although    the    current  Global 
Express,  with  6,500  sm.  range,  i 
within  nonstop  reach  of  Asia  or  Cenl 
tral  Europe,  the  owner  wanted  even 
greater  capability.  On  order  is  a  nev 
Bombardier  Global  XRS,  with  7,00« 
sm.  range  and  an  amazing  array  ol 
wireless  communications  and  enterl 
tainment  facilities,  including  a  local 
area  network,  broadband  Internel 
access,  global  phone  and  fax,  plu 
real-time  news,  weather  and  financial 
information.  Even  over  the  ocean  th| 
owner  will  never  be  out  of  touch. 

In  the  era  of  ultra-long-rangl 
flying,  the  company  plane  is  an  airj 
borne  office  suite,  global  commam 
center,  hotel  and  restaurant,  says  Jusl 
tice.  "Our  owner  is  fully  convinced  it'l 
the  best  way  to  conduct  businesj 
worldwide."  *M 


Advertisement  8 


The  Enlightened  Business  Traveler 


FLIGHT  LOG 


Consumer  Products  Retailer 

This  start-from-scratch,  family-run  country  store  in  the  San  Antonio,  Tex.,  area  was  a  sleeper 
for  nearly  half  a  century.  But  50  years  ago,  innovative  management  engineered  a  new  era  of 
growth  when  the  company  acquired  its  first  business  aircraft:  a  World  War  ll-vintage  Beech  1 8. 
Today,  with  300  stores  in  shopping  centers  across  Texas  and  Mexico  and  suppliers  in  virtually 
every  state,  this  consumer  products  retailer  has  sales  topping  $1 1 .5  billion.  The  company's 
current  jets  —  a  Cessna  Citation  Excel  and  a  Bombardier  Learjet  60  —  are  flying  more  than 
1 ,100  hours  annually,  continuing  to  boost  productivity  and  profits. 

On  a  typical  day  the  planes  could  be  headed  to  the  East  or  West  Coast  of  the  U.S.,  Canada,  Mexico  or  even  down  to  Central  America.  "If  it's 
a  good  business  use,  anyone  can  fly,"  says  Aviation  Manager  Marc  Miller,  "whether  they're  accessing  a  new  market,  meeting  with  suppliers, 
negotiating  a  real  estate  deal  or  overseeing  new  construction."  Most  stops  are  at  smaller  local  airports  and  rarely  commercial  airline  hubs. 
"We  get  our  folks  much  closer  to  where  they  need  to  do  business  and  can  have  them  back  home  the  same  evening,"  he  says.  "Eliminating 
unnecessary  overnights  saves  vast  amounts  of  time,  increases  the  quality  of  their  life  and  it  really  improves  their  morale  and  their  work." 

With  more  distant  geographic  expansion  and  high  passenger  loads  on  the  rise,  the  company  ordered  a  third  airplane,  a  new  super-midsize 
Bombardier  Challenger  300  that  can  consistently  carry  nine  passengers  nonstop  from  coast  to  coast  and  beyond. 

Miller  emphasizes  that  in  a  competitive  environment,  companies  must  do  more  with  less.  "The  solution  is  simple,"  he  says.  "A  business  air- 
craft puts  you  back  in  control  of  time." 


CHARTER 


As  the  easiest  way  to  gain 
business  aircraft  advan- 
tages, charter  is  also  the 
most  economical  for 
those  flying  less  than 
about  200  hours  annually,  says  TAG's 
Wolin.  "There  is  no  capital  investment, 
large  cash  outlay,  monthly  fee  or  long- 
term  commitment  required,"  he  says. 
"You  can  charter  once  a  week,  once  a 
month  or  only  once,  pay  for  the  flight 
time  and  walk  away."  He  is  quick  to 
point  out  that,  while  jet  cards  are  soar- 
ing in  popularity  —  TAG,  in  fact,  has 
one  of  its  own  —  charter  rates  are  the 
lowest  where  round  trips  are  involved; 
and  depending  on  the  length  of  the 
flight,  that  can  often  mean  a  return 
two  or  three  days  later. 

So  where  do  these  charter  aircraft 
come  from?  A  large  percentage  of  man- 
aged aircraft  owners  make  their  aircraft 
available  for  charter  when  they  would 
not  otherwise  be  utilized,  and  TAG 
owners  are  no  exception.  TAG  President 
and  Chief  Executive  Officer  Jake 
Cartwright  insists  that  every  aircraft  in 
TAG's  fleet  —  more  than  150  aircraft 
worldwide  —  operates  to  the  highest 


industry  standards  for  safety,  personal 
security  and  operational  professionalism. 

Cartwright  appointed  a  vice  presi- 
dent of  safety  who  is  fiercely  focused 
on  maintaining  the  highest  standards 
in  every  facet  of  TAG's  aircraft 
management  and  charter  functions, 
including  maintenance,  training  and 
flight  operations. 

"Safety  and  security  are  our  high- 
est priority,"  says  Cartwright;  but  he 
is  also  acutely  aware,  in  a  competitive 
environment,  that  service  and  savings 
are  critical  ingredients  to  success. 


"Our  job  is  to  provide  the  most  costl 
effective  aircraft  operations  togethe 
with  flawless  service,"  he  says,  whicl| 
TAG  offers  around-the-clock. 

Cartwright  advises  exercising  conl 
siderable  due  diligence  when  selectinjl 
a  charter  operator  —  for  example! 
consulting  top  independent  safet  l 
auditors  such  as  Wyvern  and  ARGAJll 
when  making  a  choice.  Not  all 
charter  is  the  same,  he  cautions,  an«l 
standards  can  vary  from  superior  t<| 
abysmal  despite  a  Federal  Aviatioi| 
Administration  certificate. 


Many  options.  All  the  essentials. 

Flight  Options  is  your  best  choice. 


Safety 

Service 

Stability 


There's  a  lot  to  consider  when  choosing  a  private  jet  provider  from  the  options  that  best  fit  you,  to 
the  essentials  of  safety,  service  and  stability. 


Safety 


Service 


Only  fractional  program  to  receive  ARG/US  Platinum  Safety  Rating  and  participate  in 

the  FAA  Aviation  Safety  Action  Program. 

Largest  dedicated  maintenance  network  in  the  industry. 

Customized  options  -  Fractional,  Lease  and  JetPASS  Ultimate  Travel. 
Most  professional  and  courteous  crew  and  service  members. 


A  Raytheon  Company. 
Stability        Dedicated  fleet  of  over  1  50  aircraft,  with  largest  fleet  of  Light  jets 
and  Legacy  Executives. 

Safety.  Service.  Stability.  More  reasons  to  choose  Flight  Options. 


877.703.2348  I  www.flightoptions.com 

Flight  Options,  LLC  is  a  Raytheon  Company. 


OPTIONS 
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FRACTIONAL 
OWNERSHIP 


Fractional  share  ownership 
growth  continues  on  an 
astonishing  upward  trajec- 
tory two  decades  after 
Netjets  founder,  Richard 
Santulli,  introduced  the  concept. 
The  reason:  fractional  ownership 
creates  a  compelling  and  financially 
appealing  way  to  gain  business  and 
private  jet  benefits  without  investing 
in  a  whole  airplane. 

Worldwide,  more  than  6,500  frac- 
tional owners  are  gaining  outstand- 
ing time-saving  travel  advantages, 


and  factors  in  the  current  business 
environment  are  accelerating  demand 
for  fractional  shares  and  jet  cards 
beyond  any  forecast.  Not  only  is  the 
quality  of  service  lacking  with  com- 
mercial airlines,  Santulli  points  out, 
but  the  necessary  security  precau- 
tions are  demanding  even  more 
travel  time.  "And  to  be  competitive, 
no  matter  what  anybody  says, 
between  teleconferencing  and  com- 
puters and  e-mail,  people  still  sell  by 
meeting  face-to-face,"  he  under- 
scores. In  addition,  individuals  are 
placing  greater  value  on  personal 
time.  They  want  to  work  hard  and 
still  have  a  family  life. 

A  NEW  WORLD 
OF  OWNERS 

Santulli  initially  figured  fractional 
ownership  would  appeal  to  existing 
business  aircraft  owners  who  flew 
relatively  infrequently.  "I  couldn't 
have  been  more  wrong,"  he  said. 
Instead,  he  discovered  massive  inter- 
est from  entrepreneurs,  growing 


businesses  and  individuals  who  neve 
before  considered  business  aircrai 
within  financial  reach. 

You  buy  what  you  need,  use  i 
when  you  need  to,  and  as  a  resull 
thousands  of  companies  and  individ 
uals  that  never  dreamed  it  possible  ar 
gaining  those  unimagined  productivi 
ty  advantages  daily. 

Four  major  providers  in  additio 
to  Netjets,  the  largest  of  the  firms 
offer  fractional  programs.  Each  presj 
ents  unique  aircraft  choices,  prograr 
variations  and  opportunities,  and  a 
do  so  with  exemplary  levels  of  consis| 
tency,  safety,  security  and  service. 

NETJETS 

Netjets  flew  more  than  300,001 
flights  last  year.  It  operates  more  tha 
620  aircraft  and  offers  13  aircra: 
choices  in  the  U.S.,  ranging  from  th 
small-cabin  Cessna  Citation  V  Ultra  t 
the  ultra-long-range  Boeing  Busines 
Jet.  Netjets  continues  to  add  ne1 
models.  The  company  reports  intere: 
is  particularly  strong  in  the  large 


FLIGHT  LOG 


1 -800-Flowers.com 

As  one  of  the  most  recognized  brands  in  flowers  and  gift  retailing,  1 -800-Flowers.com  con- 
tinues to  blaze  new  trails  in  telemarketing  and  online  commerce.  But  despite  the  high-tech 
tools,  Chief  Executive  Officer  Jim  McCann  still  makes  high  touch  a  priority. 

McCann  discovered  years  ago  that  a  business  aircraft  can  actually  create  time  —  time  to 
build  relationships  and  have  essential  face-to-face  contact  with  customers,  vendors,  suppliers 
and  one's  own  people.  The  benefits  are  clear:  since  McCann  acquired  his  first  NetJets  quarter 
share,  1  -800-Flowers.com  has  nearly  tripled  in  size  and  now  includes  a  wide  range  of  products 
beyond  flowers.  "By  having  access  to  the  business  jets,"  says  McCann,  "I  certainly  think  we've  grown  better." 

Today  the  company  owns  quarter  shares  in  both  a  NetJets  Hawker  400  and  a  NetJets  Hawker  800.  McCann  is  delighted.  "The  service  is 
great.  You  pick  up  the  phone  and  the  plane  is  there." 

Frugal  as  always,  McCann  allocates  flights  judiciously.  "We  spend  a  fortune  on  commercial  travel  still,  but  when  we  are  going  to  several  dif- 
ferent markets  and  we  want  to  cram  a  bunch  of  different  things  in  over  a  few  days,  and  we're  leaving  early  in  the  morning  and  returning  late 
at  night,  then  we  use  the  airplane  to  really  maximize  those  days,"  McCann  says.  "Are  several  people  going?  Should  there  be  several  people 
going?  Are  you  going  to  really  optimize  your  time  on  the  trip?  If  not,  we  go  commercial,"  he  says.  "If  you  can  get  six  people  an  extra  night  with 
their  families  after  a  long  workday,  I've  just  got  to  believe  that's  beneficial  to  them  and  the  company.' 


PERFORMANCE 


Avantair  selected  the  P.180  for  its  fractional  program  for  many  reasons  - 
including  performance.  Offering  light  jet  performance  with  the  efficiency 
of  a  turboprop,  consistent  flight  performance  year-round  in  all  conditions 
and  ability  to  fly  in  and  out  of  shorter  runways.  Allowing  us  to  maintain 
the  industry's  lowest  fuel  surcharge,  the  highest  levels  of  service  and 
your  peace  of  mind  -  always  outperform  the  competition  -  Avantair. 
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Domaine  Serene  Vineyards 

On  the  rolling  hillsides  of  Oregon's  Northern  Willamette  Valley  sits  Domaine  Serene 
Vineyards,  an  award-winning  producer  of  pinot  noirs  and  chardonnays,  and  the  creation  of 
pharmaceutical  company  Upsher-Smith  Laboratories  Chairman  and  entrepreneur  Ken 
Evenstad,  and  his  wife,  Grace. 

While  Domaine  Serene  is  a  two-hour  drive  from  the  nearest  commercial  airport  in  Portland, 
Evenstad  feels  no  isolation.  Access  to  the  winery's  U.S.  and  international  markets  is  but  ten 
minutes  down  the  road  at  McMinnville  Airport  where  Evenstad  can  board  his  fractionally 


owned  Bombardier  Flexjet  Learjet  60  or  Challenger  300  and  fly  to  the  pharmaceutical  company  headquarters  in  Maple  Grove,  Minn.,  or  his 
home  in  Naples,  Fla.,  or  visit  with  dozens  of  distributors  across  the  nation. 

After  his  introduction  to  business  aviation,  Evenstad  realized  it  was  a  perfect  formula  for  creating  time,  but  he  didn't  want  the  operational 
demands  of  ownership.  Flexjet  had  the  perfect  prescription:  "I  gain  all  the  benefits  of  owning  my  own  airplane  without  any  responsibilities  or 
worries,"  he  says.  "I  pick  up  the  phone  and  go." 

Not  all  of  his  schedule  is  predictable,  so  he  relies  on  Flexjet's  Versatility  Plus  program  to  supplement  hours  if  he  needs  them  or  relinquish 
time  if  he  doesn't. 

Evenstad  uses  the  Learjet  60  for  shorter  trips  and  the  efficient  Challenger  300,  with  super-midsize  wide-body  cabin  and  long-range  capabil- 
ity, for  the  "corner  to  corner"  flights  between  Oregon  and  Florida.  "Not  only  do  I  save  many  hours  of  valuable  time,  it's  hassle  free,"  he  says. 
"How  do  you  put  a  price  on  that?" 


intercontinental-range  aircraft  such  as 
the  Falcons  and  Gulfstreams,  under- 
scoring increasing  global  business  need. 
Netjets'  owner,  billionaire  investor 
Warren  Buffet's  Berkshire  Hathaway, 
provides  the  solid  financial  stability  and 
commitment  to  sustained  growth. 

UNIQUELY  GLOBAL 

As  the  only  international  fractional 
provider,  Netjets  offers  the  same 
superlative  safety  and  service-focused 
fractional  ownership  programs  in 
Europe  and  the  Middle  East  as  in  the 
U.S.,  says  Mark  Booth,  chairman  and 
chief  executive  officer,  Netjets  Europe. 

"The  number  of  American  owners 
flying  in  Europe  continues  to  set  records," 
says  Booth,  emphasizing  that  owners  on 
either  side  of  the  Atlantic  can  take  full 
advantage  of  the  entire  Netjets  global 
fleet  anywhere.  "With  one  phone  call,  you 
can  fly  from  Des  Moines  to  Duluth  or 
Madrid  to  Zagreb.  Same  people,  same 
training,  same  aircraft,"  he  says. 

About  80%  of  Netjets  owners  in 
Europe  are  new  to  business  aircraft 
ownership.  "People  don't  want  the 
[ownership]  hassle,  so  paying  only  for 
what  you  use  plus  having  guaranteed 
availability  is  powerful,"  says  Booth. 
Currently,  there  are  1 ,000  Netjets  and 
Marquis  Card  owners  in  Europe,  ten 


times  the  number  four  years  ago. 

In  the  U.S.,  the  program  continues 
to  evolve  based  on  owner  needs  and 
usage  patterns.  International  ferry  fees 
are  eliminated  or  reduced  on  certain 
flights  to  Europe,  Hawaii,  Bermuda, 
Cabo  San  Lucas  and  other  areas,  for 
example.  Medical  assistance  from 
Mayo  Clinic  experts  day  and  night, 
worldwide,  is  part  of  the  enhanced 
programming  that  brings  even  greater 
advantages  for  owners.  Similar  bene- 
fits are  also  available  to  Marquis  Jet 
Card  owners. 

BOMBARDIER  FLEXJET 

Wholly  owned  by  aerospace  giant 
Bombardier,  Flexjet  offers  fractional 
shares  exclusively  in  Bombardier  air- 
craft, including  the  Learjet  40XR, 
45XR,  60XR,  the  new  super-midsize 
Challenger  300  and  the  long-range, 
wide-body  intercontinental  Challenger 
604.  Sylvain  Levesque,  vice  president 
of  marketing  and  administration, 
comments  that  current  strong  interest 
in  fractional  ownership  and  Flexjet 


is  driven  by  the  competitive  anq 
frenetic  pace  of  business  on  a  globa 
scale,  the  need  to  react  quickl) 
to  change  and  the  value  of  traveling 
with  the  utmost  speed,  safety  anc 
efficiency  combined  with  impeccable 
personal  service. 

Flexibility,  Choice,  Value 

Flexjet  continues  to  gain  approva 
from  owners  for  its  ongoing  devel 
opment  of  flexible  and  uniqut 
programs.  For  example,  although  £ 
one-sixteenth  share  (50  hours)  is  the 
minimum  initial  purchase,  owner: 
can  buy  additional  shares  in  25-hou 
increments.  Also,  share  purchase: 
can  be  split  between  two  aircraft 
In  addition,  no-money-down,  two- 
three-  and  four-year  "WalkAwa? 
Lease"  programs  are  available.  Anc 
Levesque  points  out  that  Flexje 
uniquely  offers  a  guarantee,  whicl 
stipulates  owners  will  fly  on  Flexje 
aircraft  (rather  than  a  chartered  air 
craft  to  meet  peak  demand)  at  leas 
95%  of  the  time. 


U  A  business  aircraft  puts  you  back  in  control  of  time.  J  3 

MARC  MILLER 

Aviation  Manager,  Texas-based  Consumer  Products  Company! 


Who's  Behind  Our  Jet  Card  Program? 
Oh,  just  the  people  who  make  Learjets, 

As  the  world  leader  in  business  aviation,  Bombardier  Aerospace  holds  our 
jet  card  program  to  the  same  high  standards  to  which  we  manufacture 
and  maintain  our  private  jets.  Simply  put,  our  many  years  of  aviation  experience, 

coupled  with  dedicated  personal  service,  provide  travelers  with  the  most 
comprehensive  and  innovative  jet  card  program  in  the  history  of  private  jet  travel. 
To  learn  more,  please  call  866.424.1146  or  visit  us  at  www.skyjet.com.* 


BOMBARDIER 


BOMBARDIER 

SKYJET 


www.skyjet.com  866.424.1146 

©  2006  Bombardier  Inc.  All  rights  reserved.  Bombardier  Skyjet  and  Lcarjel  are  registered  trademarks  of  Bombardier  Inc.  and/or  its  subsidiaries. 
*  Selected  Part  135  Operators,  a  part  of  the  Skyjet  Network,  shall  perform  al)  (lights. 
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"Versatility  Plus"  is  a  Flexjet  pro- 
gram that  lets  owners  purchase  or  sell 
up  to  25%  of  allocated  hours  annual- 
ly from  an  owner  pool.  Hours  can 
also  he  purchased  in  larger  or  smaller 
aircraft  without  affecting  the  existing 
program  allocation. 

"Any  Time  Options"  allows  owners 
to  purchase  additional  guaranteed 
upgrades  and  downgrades,  multiple- 
use  options  and  "short-leg"  waivers 
for  regular  flights  under  an  hour, 
which  averts  the  one-hour  minimum 
flight  charge. 

In  addition,  ferry  fees  are  eliminated 
between  the  U.S.  and  Europe,  Hawaii 
and  the  Caribbean,  and  owners  travel- 
ing within  Europe,  Asia  and  the  Middle 
East  can  utilize  a  full  range  of  Bom- 
bardier aircraft  through  sister  company 
Bombardier  Skyjet  International. 

FLIGHT  OPTIONS 

Currently  the  second-largest  frac- 
tional ownership  provider,  Flight 
Options,  wholly  owned  by  defense 
giant  Raytheon,  rationalized  its  once 
eclectic  fleet  mix  and  now  offers 
shares  in  four  new  aircraft,  including 
the  Hawker  400XP  light  jet,  midsize 
Hawker  800XP  and  the  super- 
midsize  Cessna  Citation  X.  Flight 
Options  is  also  the  exclusive  frac- 


Ci  You  have  limited  time  each  day  to  run  your 
business  and  then  be  a  good  family  person. 
[A  business  aircraft  is]  irreplaceable.  It's  hard 
to  put  a  price  on  that.  5  J 

TIM  TRAFF 

Managing  Partner,  Desert  Springs  Investments 


tional  share  provider  for  the  highly 
popular  ultra-large-cabin,  midsize- 
priced  Embraer  Legacy. 

In  addition  to  a  well-rounded 
selection  of  aircraft,  Ray  Bennett, 
Flight  Options'  vice  president  of 
sales,  says  the  company  refocused  its 
fractional  ownership  model  on 
reducing  the  cost  of  ownership  and 
assuring  the  owner  of  an  exception- 
al customer  experience. 

Innovative  Options 

The  company's  highly  innovative 
"75/25"  plan  reduces  acquisition  costs 
by  enabling  a  capital  investment,  for 
instance,  in  a  one-eighth  share  of  a 
small-cabin  Hawker  400,  giving  the 
owner  75  annual  hours  in  that  air- 
craft plus  25  hours  in  a  larger 
Hawker  800  with  no  change  in  the 
capital  outlay. 

The  "Buy  25,  Lease  25"  program  is 
another  plan  that  dramatically  reduces 
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the  typical  up-front  capital  require- 
ment. For  example,  on  a  one-sixteenth 
50-annual-hours  share,  one  only  paysj 
half  the  acquisition  cost.  A  monthbl 
lease  payment  on  the  remainder  of  the.1 
asset  portion  is  added  to  the  norma 
occupied  flight-hour  fee  and  monthl>| 
management  charge. 

Buyers  can  also  split  any  size  sharel 
portion  between  two  aircraft.  Thai| 
means  one's  aircraft  of  choice  i; 
always  available  and  owners  are  noil 
dependent  upon  the  "as-available'] 
stipulation  and  commensurate  less- 
economical  interchange  rates  foi| 
upgrades  or  downgrades. 

CITATIONSHARES 

CitationShares,  owned  by  Cessnd 
Aircraft  Company  (75%)  and  premieij 
global   aircraft   management  ancl 
charter  provider  TAG  Aviation  USAl 
(25%),  carved  a  niche  in  the  fractiona  [ 
ownership  market  by  focusing  exclu- 
sively on  a  range  of  comfortable  ancl 
affordable,  fuel-efficient  Cessna  jets  — I 
the  perfect  match  for  a  nationa 
market  that  averages  under  two  hounj 
per  flight  with  about  three  passenger; 
aboard.  Currently,  fractional  shares 
are  available  in  the  Citation  CJ3,  XUA 
and  the  midsize  Citation  Sovereign 
with  coast-to-coast  range  and  a  com  J 
fortable  stand-up  cabin. 

Value-Added  Approach 

CitationShares  also  added  som«| 
interesting  nuances,  innovative  offer  I 
ings  and  value-added  initiatives  to  thel 
basic  fractional  ownership  program  [ 
"Value  Plus,"  for  example,  enable; 
fractional  owners  to  purchase  incre 
mental  flight  hours  in  the  same  oil 
other  fleet  aircraft  at  special  Value! 


CONTROL 


nsist  on  the  highest  residual  value. 
Demand  exceptional  service.  Expect 
he  youngest  fleet.  It's  all  possible  with 
ractional  ownership  at  GitationShares. 
/alue,  service  and  guality  are  ingrained 
n  our  company  culture.  We're  not  the 
jiggest.  But  we  are  the  best. 


jtationShares.com        800.340.7767  x  121 


CYtationShares 


ABOVE  AND  BEYOND 


©2006  CitationShares 
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Plus  rates.  Existing  program  hours 
remain  intact  and  owners  gain  the 
benefit  of  adjusting  their  travel  needs 
economically  without  using  more 
costly  upgrades  or  downgrades. 

The  "Preferred  Positioning"  pro- 
gram presents  another  innovative 
opportunity  to  take  advantage  of 
what  would  otherwise  be  unoccupied 
positioning  flights.  Priced  at  very 
low,  all-inclusive  fares,  these  flights 
vary  daily  and  owners  receive  regu- 
lar e-mail  listings.  Owners  can  also 
request  alternate  arrival  or  departure 

FLIGHT  LOG 


airports  convenient  to  the  already 
planned  route. 

For  those  that  are  island  bound, 
"Caribbean  Express"  offers  owners 
traveling  to  or  from  the  Caribbean 
and  Costa  Rica  waivers  on  reposition- 
ing fees  for  certain  Saturday  trips. 

AVANTAIR 

Probably  the  most  unique  of 
all  of  the  fractional  ownership 
companies,  Avantair  skyrocketed 
to  success  with  a  singular  philoso- 
phy and  an  equally  distinctive  air- 


craft: the  twin  turboprop  Piaggi 
Avanti,  which  makes  fractiona 
ownership  amazingly  practical  an< 
affordable. 

The  quiet,  fuel-efficient  Avan 
cruises  at  small  jet  speeds  (450  mph 
and  airliner  altitudes  (41,000  ft 
and  has  a  midsize  jet  cabin,  operat 
ing  costs  nearly  half  that  of  a  sma 
jet  and  a  turboprop  price  tag.  I 
addition,  its  short-field  performanc 
allows  owners  access  to  airfield 
unavailable  to  many  jets. 

Unique  Formula  for 
Efficient  Travel 

Avantair  Founder  and  CEO  Stev 
Santo  knew  a  good  aircraft  was  onl 
part  of  the  success  formula.  He  bui 
an  infrastructure  focused  on  servic 
and  an  interesting  financial  approac 
that  makes  budgeting  simple  and  pre 
dictable:  a  single  fixed-price  monthl 
bill  that  blends  management  fees  an 
flight  hour  charges  together. 

For  a  small  business  group  or 
family  of  four,  Avantair's  trip  cos) 
are  comparable  to  commercial  a\\ 
fares,  and  that's  without  considerin 
the  enormous  timesaving  and  cor 
venience  value. 

Currently,  Avantair  operates  51 
Avantis  and  is  taking  delivery  (j 
two  aircraft  per  month.  New  mai 
tenance  and  operations  facilitie 
are  under  construction  in  Florid 
and  Nevada. 


The  Competitive  Advantage 

Tom  Jones,  president  and  chief  executive  officer  of  a  small  Kentucky-based  industrial  parts 
business,  is  a  big  believer  in  the  right  tool  for  the  job.  And  one  implement  that's  proving  to  be 
an  indispensable  part  of  his  business  is  his  fractional  share  in  an  Avantair  Piaggio  Avanti. 

"I  love  this  tool.  It's  a  huge  advantage,"  he  says.  When  one  of  his  newest  clients  urgently 
called  with  a  production  issue,  Jones,  his  engineers,  spare  parts  and  tools  were  in  the  air  by 
7:30  the  next  morning  and  on  site  by  9:00.  They  flew  in  defiance  of  the  best  airline  schedule, 
which,  at  the  earliest,  would  have  brought  them  in  late  that  afternoon  to  a  commercial  airport 
over  an  hour's  drive  away.  The  delayed  response  would  have  cost  his  client  tens  of  thousands  of  dollars  in  lost  production. 

Typical  company  trips  are  under  two  hours  and  within  an  800-mi!e  radius.  "Whoever  needs  it  uses  it  —  quality  control,  engineers  or  sales- 
people," he  says.  "It's  a  powerful  tool  for  the  whole  company." 

While  Jones  concedes  that  fractional  ownership  has  its  costs,  he  argues  that  value  is  an  overwhelming  benefit.  "How  do  you  measure  the 
efficiency  of  your  people?  Do  you  congratulate  yourself  for  saving  $3,000  in  travel  costs  after  you  lose  a  $5  million  contract?  The  math  is  pret 
ty  simple.  This  is  a  huge  advantage." 


It's  not  just  a  card.  Its  a  choice. 


Ach  oice  to  visit  three  plants  in  one  day 


oice  to  be  h 


ome  in 


time  for  cake. 


A  choice  to  d 


o  more 


.And 


miss  less 


Marquis  Jet  CardSM  Owners  enjoy  the  uncompromising  quality, 
consistency  and  safety  of  Net  Jets" ,  25  hours  at  a  time. 


ft  The  best  fleet,  pilots  and  service  in  the  world.  Make  the  choice 
to  accomplish  more.  Call  today  1.866. 52$. 15U  or  visit  Marquisjet.com. 


MARQUIS 
274  6391  5381 

JOHN  T  WATERS 
10706  THRU  10/0? 
HAWKER  800XP 


All  program  flights  operated  by  NetJets"'  companies  under  their  respective  FAR  Part  135  Air  Carrier  Certificates. 
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JET  CARDS 


Nothing  has  transformed 
the  accessibility  and 
affordability  of  private 
jet  travel  like  the  jet 
card.  Working  much 
like  a  prepaid  Starbucks  card,  jet 
cards  are  available  in  fixed-dollar  or 
hour  denominations.  They  combine 
the  safety,  consistency  and  guaranteed 
where-and-when-you-need-it  avail- 
ability of  fractional  ownership  with 
the  flexible  pay-as-you-fly  simplicity 
of  charter.  Unlike  traditional  charter, 
however,  hours  are  charged  only  for 
the  time  aboard,  so  there  are  never 
any  empty-leg  costs  or  ferry  fees, 
which  means  one-way  or  round-trip 
flights  are  billed  at  the  same  fixed 
hourly  rate. 

One-Way  Travel  Value 

Jet  cards  come  in  two  varieties: 
those  that  utilize  the  fleets  of  an  elite 
group  of  top  charter  companies  and 
those  associated  with  the  major  frac- 
tional ownership  providers.  While 
charter  companies  typically  operate 
from  specific  airport  locations,  jet 
cards  make  consistent  fixed-price 
quality  and  service  available  at  more 
than  5,000  airfields  across  the  nation. 


THE  MARQUIS  JET  CARD 

For  a  single  payment,  the  Mar- 
quis Jet  Card  offers  25  hours  of 
Netjets'  exemplary  safety,  service 
and  security  and  opens  the  door  to 
business  jet  benefits  across  the 
nation  and  throughout  Europe  on 
any  of  ten  aircraft  types  in  the  Net- 
Jets  fleet.  Marquis  Jet  Card  choices 
range  from  the  small-cabin  Cessna 
Citation  V  Ultra  to  the  interconti- 
nental Gulfstream  GV.  Availability 
is  guaranteed  with  as  little  as  ten 
hours'  notice.  There  is  no  further 
commitment  when  hours  are  con- 
sumed, and  although  the  card 
expires  in  12  months,  most  card 
owners  are  burning  through  them  in 
nine  months  or  less.  Marquis  Jets' 
sky-high  card  renewal  rate  confirms 
the  enormous  satisfaction  level. 

While  the  card  is  purchased  for  a 
specific  aircraft,  hours  can  be  exchanged 
for  larger  or  smaller  jets  as  needed.  Mar- 
quis also  offers  a  25-hour  combo  card 
split  between  two  preselected  aircraft 
types,  and  card  owners  can  exchange 
between  aircraft  in  the  Netjets  U.S.  and 
Netjets  Europe  programs  for  trips  on 
either  continent.  Card  owners  also 
gain  the  full  advantage  of  Netjets' 


added-value  programs,  including  access 
to  Mayo  Clinic  health  care. 

BOMBARDIER  SKYjET  CARD 

Backed  by  aerospace  giant  Bom- 
bardier, Skyjet  takes  its  Skyjet  charter- 
based  jet  card  program  to  new  heights 
by  aligning  with  a  prestigious  group 
of  the  nation's  premier  charter  firms. 
All  service  providers  undergo  rigorous 
scrutiny  from  Skyjet's  in-house  stan- 
dards team  and  must  also  receive  the 
highest  safety  ratings  from  indepen- 
dent safety  auditing  agencies. 

While  Skyjet  offers  the  convenience 
of  individual  charter  flights,  its  flag- 
ship, single-payment  Skyjet  Card, 
available  in  25-,  50-  and  100-hour 
denominations,  is  drawing  unprece- 
dented interest.  And  for  those  who 
like  to  try  before  they  buy,  a  unique 
five-hour  Skyjet  Card  is  also  available. 

Although  most  jet  card  programs 
are  singularly  priced  for  one-way 
travel,  Skyjet  offers  a  reduced  rate 
combo  card  where  half  the  flights  are 
round  trip.  Also,  Skyjet,  like  Flexjet, 
eliminated  repositioning  surcharges 
for  flights  between  the  U.S.  and 
Bermuda,  the  Caribbean,  Europe  and 
Hawaii  and,  depending  on  the  season, 
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Immuno  Laboratories,  Inc. 

Jeffrey  Zavik  discovered  a  unique  relationship  between  what  people  ate  and  the  chronic  symp- 
toms they  felt.  Working  from  his  kitchen,  Zavik  developed  a  test  for  food  and  immune  system  tox- 
icity and  turned  it  into  a  multimillion-dollar,  multinational  company,  Immuno  Laboratories. 

Zavik  built  his  success  on  personal  relationships  and  face-to-face  contact  with  physicians, 
but  he  also  learned  he  couldn't  rely  on  airline  schedules.  Zavik  considered  a  number  of  private 
jet  options  and  thought  them  expensive  until  he  asked  himself  what  his  time  was  worth.  "When 
you  put  a  number  on  it,  you  realize  it's  a  lot,"  he  says. 

As  a  natural  researcher,  Zavik  investigated  carefully  and  chose  the  Marquis  Jet  Card.  "I  didn't  want  anything  that  committed  me  to  more 
than  25  hours,  because  I  didn't  know  what  my  experience  would  be." 

Now  he's  flying  50 1  '5  Marquis  Jet  Card  hours  a  year  on  a  NetJets  Citation  Excel.  "In  the  medical  laboratory  business  there  is  nothing 
more  valued  than  consistent  reliability.  That's  what  I  get  from  Marquis,"  he  says.  "I  have  just  one  number  to  call.  One  person  takes  care  of  the 
whole  thing,  whether  it's  ground  transportation,  arranging  food  or  changing  my  plans.  It  never  fails  to  be  very  smooth." 

Zavik  still  flies  commercially  between  major  hub  airports  or  coast  to  coast,  and  turns  to  Marquis  when  schedules  are  tight,  connections  are 
cumbersome  or  when  he  must  attend  multiple  meetings  a  day.  "It  al!  comes  back  to  time  and  convenience,"  says  Zavik.  "They're  delivering  a 
whole  new  world  of  opportunity" 


Together,  we  make  it  happen. 


World-class  service  for  the  personal  air  travel  needs  of  the  most  experienced 
travelers  is  easier  than  ever  with  the  winning  combination  of  TAG  Aviation  and 
American  Express.  You  select  the  aircraft,  the  schedule,  and  your  companions  for 
each  flight.  TAG  ensures  the  safety,  security,  and  convenience  critical  for  today's 
travel.  American  Express  makes  payment  easy. 

It's  simple;  utilize  TAG'S  expertise  and  the  convenience  of  using  your  American 
Express  card.  One  call  does  it  all. 


1-800-332-2145  ■  www.tagaviation.com 
Personal  Air  Travel  Solutions 

Aircraft  Charter  Sales,  Management,  Acquisition  and  Sales 

TAG  Aviation  USA,  Inc.  arranges  charter  travel  on  FAA-certificated  and  DOT-registered  air  carriers  CST  2078988-50. 


Aviation 


New  York 
Los  Angeles 
Minneapolis 


1-800-331-1930 
1-800-627-8465 
1-800-726-1673 


jets@tagaviation.com 

flybyjet@tagaviation.com 

fly@tagaviation.com 


San  Francisco 

Houston 

Chicago 


1-800-332-2145 
1-877-959-8200 
1-800-314-2131 


charter@tagaviation.com 

travel@tagaviation.com 

flyjets@tagaviation.com 
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Veitia  &  Associates 

Global  financial  expert  and  author  Diego  Veitia  knows  a  good  investment  when  he  sees  one. 
As  founder  of  Veitia  &  Associates,  a  private  international  investment  firm,  he  considers  time 
one  of  the  most  valuable  assets.  So  it's  no  surprise  that,  with  offices  in  Fort  Lauderdale, 
Orlando,  New  York  and  London  and  clients  in  diverse  locations  across  the  nation,  he  concluded 
that  a  business  jet  could  maximize  his  most  perishable  resource.  "I  needed  to  be  a  lot  more 
efficient  with  my  travel,"  he  says,  "especially  to  hard-to-reach  places." 

Veitia,  who  specializes  in  the  international  securities  markets,  considered  fractional  owner- 
ship, but  "in  our  business  you  can  use  your  capital  for  many  other  things,"  he  says.  So  he  turned  to  Bombardier  Skyjet.  As  a  person  who  likes 
to  protect  an  investment,  the  financial  strength  of  the  company  he  was  dealing  with  was  critical  to  the  decision.  Veitia  purchased  a  prepaid 
Learjet  60  Card.  "It  frees  capital  and  it  has  elevated  my  efficiency  and  business  capability,"  says  Veitia.  Today  he  flies  between  25  and  50 
hours  a  year. 

Veitia  and  his  associates  still  fly  commercially,  but  when  heading  out  beyond  major  hubs,  the  Skyjet  investment  pays  dividends.  "We  use  it 
where  it  maximizes  our  time  and  our  efforts,"  he  says.  "I  can  bring  additional  colleagues  for  the  same  price,  and  you  have  phone  and  e-mail 
communication  during  the  entire  flight.  We  can  get  the  job  done  and  start  on  the  next  project." 


Cabo  San  Lucas,  making  internation- 
al travel  even  more  economical. 

Skyjet  Cards  are  available  in  a 
wide  range  of  small-,  midsize-  and 
large-cabin  aircraft.  In  addition,  Skyjet 
uniquely  offers  Bombardier  aircraft- 
specific  cards,  guaranteeing  card 
members  the  choice  of  a  Learjet  or 
Challenger  with  12  hours'  notice. 

Yet  another  unique  Skyjet  value 
is  available  through  affiliate  company 
Skyjet  International,  which  provides 
the  same  high-quality  service  within 
Europe,  the  Middle  East  or  the  Asia- 
Pacific  region. 

BOMBARDIER  "FLEXJET  25" 

In  a  new  development,  Bombardier 
Flexjet  announced  its  own  "Flexjet  25," 
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an  innovative  25-hour  jet  card  available 
in  Learjet  45,  60  or  Challenger  604  air- 
craft. The  card  comes  with  a  guarantee 
that  card  owners  will  fly  at  least  95% 
of  the  time  on  a  Flexjet  25  fleet  aircraft. 
Thirty-  and  35-hour  denominations  can 
also  be  purchased,  and  for  those  willing 
to  forgo  certain  long  weekends,  holi- 
days and  other  peak  travel  periods,  a 
275-day,  325-day  and  355-day  card  is 
attractively  priced  in  accordance  with 
one's  travel  flexibility. 

CITATIONSHARES 
VECTOR  jETCARD 

Unlike  most  jet  cards  that  begin  at 
25  hours,  CitationShares'  unique  single- 
payment,  20-hour  Vector  JetCard  (also 
available  in  any  additional  hourly  incre- 


ments) further  lowers  the  entry  barrier 
business  jet  benefits.  As  one  of  the  mc 
accessible  and  affordable  jet  cards,  it  u 
lizes  CitationShares'  rapidly  growing  fie 
of  small-cabin  Cessna  Citation  Cj 
Bravo  and  midsize,  eight-passenger  Exc 
XLS  business  jets.  With  a  minimum  eig 
hours'  notice  (24  hours  for  internation 
flights),  card  owners  gain  top-notch  j 
service  when  and  where  they  ne»| 
it  around  the  clock  throughout  til 
U.S.,  Canada,  Mexico,  Bermuda,  til 
Caribbean  and  Bahamas.  And  Citatiol 
Shares  makes  it  easy  with  one  all-inclusil 
price  and  a  simple  two-page  agreemeil 
Combination  cards  are  available  on  tvJ 
different  aircraft  and  all  hours  must  1 
used  within  1 8  months,  hardly  an  issi 
for  anyone  who's  tried  one. 


Pacific  Public  Affairs 

Jim  Kneeland,  president  and  chief  executive  officer,  Pacific  Public  Affairs,  manages  major 
public  affairs  issues  for  clients  across  the  country  from  his  headquarters  in  Seattle,  Wash. 
Traveling  commercially  more  than  100,000  miles  a  year,  Kneeland  is  no  stranger  to  flight  can- 
cellations and  delays.  And  with  demanding  clients,  time-critical  issues  and  a  small  staff  of  ten, 

those  periods  in  a  commercial  travel  vacuum  were  costly. 

Tasked  with  researching  private  jet  travel  for  a  client,  Kneeland  found  the  answer  for  himself. 
He  purchased  prepaid  25-hour  CitationShares  VectorJet  Cards  in  both  a  small-cabin  Cessna 
Citation  Bravo  and  midsize  Citation  XLS,  which  he  uses  for  frequent  trips  demanding  ungainly  commercial  schedules  within  a  1 , 500-mile 
radius.  It's  a  solution  that  produced  immediate  results. 

"The  reliability  makes  a  big  difference  to  my  clients,"  he  says.  He  also  likes  the  tremendous  flexibility  that  the  Vector  JetCard  adds  to  his 
schedule,  which  can  change  on  short  notice.  "We  can  call  at  5:00  at  night  and  have  a  plane  ready  to  go  at  8:00  the  next  morning,"  Kneeland 
explained.  "That's  a  huge  benefit." 

Jet  card  programs,  he  says,  are  a  great  introduction  to  business  jet  advantages.  They  allow  prospective  users  to  determine  the  number  of 
hours  required  and  the  best  aircraft  for  their  needs.  Now  he's  confident  he  will  opt  for  another  50  hours  next  year.  "There's  no  question  that  it 
does  cost  more,"  he  says,  "but  the  real  issue  is  it  allows  us  to  better  serve  our  clients,  plus  we  have  a  better  quality  of  life  and  the  ability  to 

get  more  things  done  in  a  shorter  period.  That's  what  makes  ail  the  difference." 


PERSONAL  PILOT  INCLUDE 
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GENIUS 


Now  you  can  order  the  world's  most  desired  personal  aircraft  with  a  feature  not 
available  from  any  other  aircraft  manufacturer-a  personal  pilot.  CIRRUS  ACCESS™ 
puts  a  Cirrus-trained  professional  pilot  at  your  side  teaching  you  how  to  fly,  piloting 
your  Cirrus  when  you'd  rather  be  a  passenger,  and  handling  all  the  details  of 
managing  your  airplane.  Start  enjoying  the  freedom,  fun,  and  excitement  of  personal 
aviation  today  with  CIRRUS  ACCESS™. 

find  out  more  |  866.733.0149  |  visitcirrusdesign.com/cirrusaccess 
CIRRUS.  PLANE  GENIUS™ 


CIRRUS 
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FLIGHT  OPTIONS 
jETPASS  ULTIMATE  TRAVEL 

Flight  Options  has  added  new  levels 
of  flexibility  and  convenience  to  its 
popular  JetPASS.  Rather  than  a  25- 
hour  card  in  a  specific  aircraft,  the  new 
JetPASS  Ultimate  Travel  program  pro- 
vides access  to  your  choice  of  any 
Flight  Options'  Hawker  400XP,  800XP 
or  Embraer  Legacy  at  any  time.  With  a 
$100,000  deposit,  flight  time  is  debit- 
ed at  a  fixed  per-occupied-flight-hour 
rate.  While  the  rate  is  based  on  one- 
way flights,  Flight  Options  offers  a  dis- 
count for  a  return  trip,  which  makes 
the  package  even  more  attractive.  The 
ability  to  select  the  best  aircraft  for 
each  trip  without  the  additional  inter- 
change cost  common  to  single-aircraft 
jet  cards  means  greater  savings  and 
greater  choice.  The  fixed  hourly  rate  is 
all-inclusive.  There  are  no  additional 
fuel  surcharges  as  in  other  programs. 
Also,  positioning  fees  have  been  elimi- 
nated to  Cabo  San  Lucas,  Mexico, 
Bermuda  and  most  of  the  Caribbean. 
The  card  can  be  refilled  in  $50,000- 
increments  and  it's  risk-free:  any 
unused  balance  is  100%  refundable. 

TAG  AVIATION  jETCARD 

While  TAGs  global  specialty  is  air- 
craft management  and  charter,  in 
answer  to  customer  requests  it  creat- 
ed its  own  brand  of  jet  card.  Based  on 

FLIGHT  LOG 


ii  These  jets  are  not  an  option.  You  have  to 
be  where  the  action  is.  You  have  to  respond 
to  new  opportunities.  J  5 

JOE  HARDY  III 

84  Lumber 


prepaid  increments  of  $100,000, 
$250,000  or  $500,000,  the  card  is 
available  in  a  wide  range  of  jets  to  suit 
individual  needs  for  each  flight.  There 
are  four  aircraft  groups  to  choose 
from,  including  light,  midsize,  super- 
midsize  and  large-cabin  jets.  Fixed- 
rate,  occupied-hour  pricing  applies  in 
each  group. 

In  addition  to  TAG's  own  extensive 
fleet,  card  owners  have  access  to  hun- 
dreds of  top-quality  aircraft  managed 
and  operated  by  an  elite  group  of  com- 
panies that  must  meet  TAG's  own 
industry-leading,  stringent  require- 
ments for  safety  and  service.  All  net- 
work aircraft  and  crews  must  have  the 
highest  safety  ratings  from  the  major 
independent  safety  auditing  firms. 

Whether  a  TAG  JetCard  owner  or 
an  on-demand  charter  customer,  all 
receive  the  same  superlative  service 
that  managed  aircraft  owners  receive 
through  TAG's  highly  skilled  owner 
services  team  available  24  hours  per 
day.  The  TAG  JetCard  guarantees  that 
the  jet  of  your  choice  can  be  at  any  air- 
port you  specify  with  12  hours'  notice. 


AMERICAN  EXPRESS 

"Membership  has  its  privileges," 
and  that  is  certainly  the  case  with  the 
American  Express  Card,  which  in  any 
form  is  truly  the  ultimate  jet  travel 
card.  Through  the  "Private  Jet  Services 
Program,"  Centurion  and  Platinum 
cardholders  qualify  for  special  incen- 
tives with  a  select  group  of  jet  partners, 
including  Atlantic  Aviation  Flight  Ser- 
vices, Bombardier  Skyjet,  Bombardier 
Flexjet,  Delta  Air  Elite  Le  Bas  Interna- 
tional and  Sentient  Jet.  Each  partner 
provides  a  variety  of  complimentary 
amenities,  such  as  additional  flight 
hours  or  credits  for  in-flight  catering, 
flight-phone  or  ground  transportation 
when  booking  with  the  card. 

In  addition,  any  travel  expendi- 
tures charged  to  the  American  Express 
Card,  including  charter  and  Jet  Card 
purchases,  accrue  Membership 
Rewards  for  those  enrolled  in  the  pro 
gram.  Another  program,  "Private  Jet 
Rewards,"  now  allows  card  members 
to  redeem  points  for  jet  travel  through 
an  exclusive  partnership  with  Bom- 
bardier Skyjet  and  Flexjet.  >^ 


Desert  Springs  Investments 

When  Tim  Traff,  managing  partner  in  Desert  Springs  Investments,  launched  his  investment 
management  company  in  Minneapolis,  Minn.,  specializing  in  hedge  funds,  public  and  private 
equity,  limited  partnerships  and  real  estate,  he  was  short  on  time  and  his  need  for  fast,  effi- 
cient travel  was  critical. 

Traff  understood  the  benefits  a  business  jet  offered  when  his  former  partnership  owned  their 
aircraft  outright.  "Our  company  was  growing  1 00%  a  year  for  five  years  in  a  row,  and  a  busi- 
ness jet  was,  by  definition,  an  essential  productivity  tool.  There  were  many  times  when  we 
would  be  in  three  cities  a  day." 

With  a  fledgling  company,  Traff  was  reluctant  to  create  an  in-house  flight  operation.  He  considered  charter  and  fractional  ownership,  but 
Flight  Options'  JetPASS  turned  out  to  be  the  most  sensible  choice.  "I  like  quality,  consistency  and  predictability,  and  Flight  Options  is  all  of 
that,"  says  Traf    have  to  bo  very  concerned  about  capital  and  how  I  allocate  it  because  I  have  to  get  high  returns  on  my  equity,"  he  said. 
"JetPASS,  with  the  new  ultimate  travei  pricing,  offered  the  flexibility  I  need."  The  Hawker  400  and  midsize  Hawker  800  were  the  perfect  fit  for 
his  typical  trips.  "Many  of  the        s  [that  we  visit]  are  outside  major  metropolitan  areas,  so  we  can  go  into  a  small  regional  airport  and 
within  minutes  be  in  front  ol         )le,"  Traff  says.  And  time  aloft  is  never  wasted.  "I'm  working  from  takeoff  to  landing.  I  can  be  very  pro- 
ductive. You  can't  do  that  on  a  com       I  flight,"  he  says.  "You  have  limited  time  each  day  to  run  your  business  and  then  be  a  good  family 
person.  It's  irreplaceable.  It's  hard  to  put  a  price  on  that." 


Arrive  and  depart  on  your  own  terms. 


A  private  jet  and  the  American  Express  Card  are 
ready  when  you  are. 

Nothing  transforms  the  travel  experience  like  having  a  private  jet  at  your  disposal.  And  when 
you're  ready  to  fly,  it's  important  to  have  a  travel  companion  you  can  always  count  on. 

Fine  private  jet  companies  welcome  American  Express  Cards.  That  means  you  can  book  a 
charter  flight,  purchase  a  membership  or  pay  fractional  ownership  fees  with  the  seamless 
convenience  Cardmembers  expect  and  enjoy.  And  if  your  eligible  American  Express  Card  is 
enrolled  in  a  rewards  program,  you  will  see  your  points  balance  soar. 

Wherever  life  takes  you,  the  American  Express  Card  is  there  to  offer  ease  and  flexibility  when 
you  need  it.  Enjoy  the  ride. 

||  USE  YOUR  AMERICAN  EXPRESS  CARD  AT  THESE  AND  OTHER  PRIVATE  JET  COMPANIES. 


m 


tlantic  Aviation  Flight  Services  •  Bombardier  Fiexjet  •  Bombardier  Skyjet 
Delta  AirElite  Business  Jets  •  Le  Bas  International  •  Sentient  Jet  Membership 


AMERICAN! 


Maj  cxwtL. 


©  2006  American  Express  Company.  All  rights  reserved. 
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BUY  IT  AND  FLY  IT 


While  the  airlines  are 
in  stiff  competition 
with  the  automobile 
on  trips  of  up  to 
400  miles,  a  new 
wave  of  do-it-yourselfers  are  taking  to 
the  skies,  flying  themselves  on  these 
journeys,  enjoying  it  more  and  saving 
precious  time.  Although  many  will 
opt  for  the  new  generation  of  very 
light  jets  (VLJs),  which  Cessna  and 
Eclipse  are  introducing  this  year,  thou- 
sands have  already  climbed  aboard 
the  latest  piston-powered  designs  like 
the  Cirrus.  The  Cirrus,  which  cruises 


li  How  do  you  measure  the  efficiency  of  your  people? 
Do  you  congratulate  yourself  for  saving  $3,000  in 
travel  costs  after  you  lose  a  $5  million  contract?  55 

TOM  JONES 

President  and  Chief  Executive  Officer,  Industrial  Parts  Manufacturei 


at  more  than  200  mph,  offers  a  luxury 
car  interior,  advanced  technology 
digital  instrumentation  that  rivals 
current  generation  airliners  (including 
satellite  navigation,  live  weather, 
traffic  and  terrain  avoidance)  and 
numerous  safety  enhancements  such 


as  the  industry's  only  whole-airplan 
parachute  system. 

Cirrus  unlocked  the  boarding  gal 
to  personal  air  travel  value  for  bot 
pilots  and  non-pilots  alike.  The  con 
pany  has  developed  a  program  ths 
enables  non-pilots,  mentored  by 
skilled  factory-trained  instructor,  t 
fly  on  real-world  business  or  persor 
al  trips  while  learning  to  fly. 

YELLOW  CABS  ALOFT 

A  novel  idea  in  air  transportatio 
is  ushering  in  a  new  era  of  economica 
efficient,  safe  and  comfortable  shor 
hop  travel  taking  passengers  off  th 
roads,  not  out  of  airline  seats.  Calle 
an  on-demand  air  taxi  service  flyin 
an  all-Cirrus  fleet,  South  Carolin; 
based  SATSair  now  provides  servii. 
throughout  the  southeastern  U.S.  Sin 
ilarly,  Point2Point  is  using  Cirrus  ai 
craft  to  serve  cities  with  limited  or  n 
commercial  airline  services  througl 
out  the  Midwest. 


FLIGHT  LOG 


Restaurant  Equipment  World 

Brad  Pierce,  president  and  chief  executive  officer  of  Orlando,  Fla.-based  Restaurant 
Equipment  World,  introduced  his  family  business  to  e-commerce  a  decade  ago  and  turned  a 
sleepy  company  into  an  online  powerhouse.  Though  Pierce  is  hooked  on  technology,  he's  also 
convinced  that  meeting  customers  and  suppliers  face-to-face  is  key  to  company  success. 

Last  year,  he  spent  more  than  1 90  nights  on  the  road  in  pursuit  of  the  deal-clinching  handshake. 
Airline  itineraries  and  road  trips  often  created  havoc  with  his  planned  schedule.  Then  he  was  intro- 
duced to  the  business  advantages  that  his  own  Cirrus  SR22  airplane  could  offer.  "It's  been  a  major 

revelation,"  he  said  after  flying  his  Cirrus  around  Florida  from  Orlando  to  a  manufacturer's  facility  in  New  Port  Ritchie,  later  visiting  a  customer  in 
Boca  Raton  a  d  returning  the  same  day.  "Now  I  can  spend  more  time  with  customers  and  vendors  and  get  more  done  during  the  day." 

He  flies  himself  qnd  his  siat  to  frequent  meetings  with  customers  throughout  the  Southeast,  Virginia  and  as  far  north  as  Chicago.  "It  is  such 
a  great  use  of  tin*     •  -ays.  "Who  would  have  guessed  that  a  small  plane  could  do  so  much?  This  has  to  be  one  of  the  best  business  deci- 
sions I  ever  made. ;  love 


BOMB  A R  D I E  R 


sooo 


Advertisement  26 


The  Enlightened  Business  Traveler 


CLEARED  FOR  TAKEOFF 


Market  forecasts  call 
for  accelerating  ex- 
pansion of  business 
aviation  as  new 
aircraft  models  give 
customers  a  wider  choice  in  price  and 
performance,  and  new  technology 
brings  increased  capability,  utility  and 
safety  to  the  fleet. 

MORE  AFFORDABLE  JETS 

With  four  to  six  seats,  a  new  genera- 
tion of  relatively  low-cost  VLJs  promise 
affordable,  convenient  transportation  to 
many  more  companies  and  individuals 
than  ever  before.  This  year  the  Cessna 
Citation  Mustang  and  the  smaller 
Eclipse  500  will  begin  first  deliveries. 
Meanwhile,  Brazilian  airliner  manufac- 
turers Embraer,  Adam  Aircraft  and 
Diamond  Aircraft  are  on  a  fast  track  to 
certification,  and  recently  auto  giant 
Honda  announced  the  Hondajet,  further 
validating  the  concept. 

HAIL  A  SKY  CAB 

VLJs  are  also  set  to  form  the  foun- 
dation of  a  new  transportation  mode: 
the  air  taxi.  Several  ambitious  start-ups 
are  strapping  on  their  wings  and  offering 
quick,  on-demand  flights  on  a  per-seat 
basis.  These  air  taxis  will  primarily  serve 
markets  and  airports  with  little  or  no 
airline  service.  Dayjet,  based  in  Delray 
Beach,  Fla.,  which  is  scheduled  to  begin 
flying  by  the  end  of  this  year,  initially 

RESOURCE  DIRECTORY 


serving  five  cities  in  Florida  and  later 
expanding  throughout  the  Southeast, 
will  offer  short-haul  flights  under  600 
miles.  Magnum  Jet,  a  new  air-taxi 
start-up,  plans  to  take  off  next  year 
using  a  fleet  of  Adam  A700  jets. 

Growth  is  also  strong  at  the  other 
end  of  the  business  aircraft  envelope. 
New  models  like  Bombardier's  Chal- 
lenger 605  and  Dassault's  Falcon  7X, 
both  of  which  will  be  flying  by  early 
next  year,  promise  greater  capability, 
comfort  and  efficiency  for  ultra-long- 
range  missions.  The  Falcon  7X  will  be 
the  first  fly-by-wire  business  jet  inher- 
iting its  sophisticated  technology  from 
Dassault's  rich  experience  in  superior 
military  aircraft.  Enhanced  vision 
technology  on  newer  Falcon  aircraft, 
using  infrared-sensing  night  vision- 
type  technologies,  can  present  clear 
pictures  through  fog  and  darkness. 

Reno,  Nev.-based  Aerion,  an  aero- 
space firm  headed  by  respected  figures 
from  the  worlds  of  aviation  and 
finance,  has  developed  a  supersonic 
business  jet  design  and  is  seeking  a 
manufacturing  partner  to  build  such 
an  aircraft  by  the  end  of  the  decade. 

CONTROL  TIME  AND  SPACE 

All  of  tomorrow's  aircraft  will  bene- 
fit from  the  amazing  technological 
advances  that  are  transforming  the  cock- 
pits and  cabins  of  business  aircraft  today. 
Many  aircraft  can  be  outfitted  with 


high-speed  Internet  and  live  TV  access 
complement  the  satellite  phone  and  f 
capabilities  already  aboard.  Rockw 
Collins'  latest  technology  offers  seaml< 
integration  of  communication,  enterta: 
ment  and  environmental  systems  in  t 
cabin.  And  on  the  flight  deck,  in  additii 
to  glass  panel  displays  featuring  terra 
avoidance  capability  and  real-tir 
NexRad  weather  displays,  Rockw 
Collins  is  developing  a  system  that  w. 
combine  enhanced  and  synthetic  visic 
providing  the  best  of  both  technologi 
Re-creating  reality  from  comput< 
generated  imagery  based  on  GPS  po 
tioning,  pilots  will  benefit  from  cle; 
real-world  images  even  in  the  woi 
visual  conditions.  The  new  syster 
further  increase  the  utility  and  safety 
tomorrow's  business  aircraft  fleet. 

With  products  and  capabilities  li 
these,  it's  no  wonder  that  thousan 
of  companies  and  individuals  are  ste 
ping  aboard.  There  is  no  need  to  del. 
any  longer.  The  new  era  of  fast,  cor 
fortable,  cost-effective  and  producti 
travel  is  here  now,  and  it's  waiting 
an  airfield  near  you.  > 
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William  Morean 

$1  BILLION 

Jabil  Circuit.  St.  Petersburg,  Fla. 
51.  Divorced,  remarried;  4  children 
Father  started  computer-parts  company  in  fam- 
ily's garage  in  Detroit  in  1966.  Studied  aviation 
at  Western  Michigan  U;  had  brief  stint  as  bush 
pilot  in  Alaska.  Returned  home,  started  work- 
ing for  Jabil  Circuit  1977;  bought  51%  stake  for 
$100,000.  Took  it  public  1993.  Stung  by  tech 
slump,  still  on  hard  times.  Stock  fell  22%  in  one 
day  in  June  on  missed  earnings  estimates. 
Bought  back  $200  million  in  stock  in  July. 
Morean  still  chairman  but  no  longer  oversees  the 
day-to-day.  Jabil  now  one  of  several  dozen  firms 
under  SEC  scrutiny  for  alleged  improper  back- 
dating of  stock  options. 

Charles  Simonyi 

$1  BILLION 
Microsoft.  Medina,  Wash. 
58.  Single 

Lured  to  Microsoft  in  1981  after  work  at 
Xerox's  famed  PARC  lab,  became  chief  archi- 
tect of  revolutionary  Word,  Excel  applications. 
Left  2002.  Now  works  for  small  tech  outfit 
Intentional  Software.  Budapest  native  came  to 


U.S.  at  age  18,  earned  bachelor's  at  UC, 
Berkeley,  computer  science  Ph.D  at  Stanford. 
Passed  medical  and  fitness  tests  in  August  for 
flight  on  Russian  rocket  to  the  International 
Space  Station.  "My  only  research  plan  for  the 
trip  is  to  evaluate  the  differences  between 
American  and  Russian  engineering  practices. 
I  think  we  have  a  lot  to  learn  from  them.  The 
opposite  is  true,  too,  but  that  is  not  our  prob- 
lem." His  charitable  Charles  Simonyi  Fund  for 
Arts  &  Sciences  funds  Institute  for  Advanced 
Study,  Seattle  Symphony 

L  John  Doerr 

$1  BILLION 

Venture  capital.  Woodside,  Calif. 
55.  Married,  2  children 

Top  dog  at  venture  firm  Kleiner  Perkins 
Caufield  &  Byers  has  logged  nearly  3 
decades  in  Silicon  Valley.  Studied  electri- 
cal engineering  at  Rice  U,  then  Harvard 
M.B.A.  Spent  1980s  thinking  computers 
might  work  better  if  they  were  linked 
together;  persuaded  partners  to  fund  a  few 
guys  from  Stanford.  Result:  Sun  Microsys- 
tems. Bet  the  Internet  would  be  even  bigger 
than  the  PC  during  1990s;  scored  with 
investments  in  Amazon,  Netscape.  Biggest 
hit:  Google.  KP's  original  $12.5  million 


investment  now  worth  $1.6  billion.  Also 
some  duds:  AtHome,  Handspring.  Aided 
user-generated-content  craze  with  Zazzle, 
PodShow.  Firm  now  investing  in  solar  cells, 
other  "clean"  tech.  Fights  poverty  and  AIDS 
in  Africa  with  U2's  Bono.  Net  worth  esti- 
mate probably  low. 

on 

$1  BILLION 

Semiconductors.  Los  Altos  Hills,  Calif. 
45.  Married,  2  children 

rdja  cm 

$1  BILLION 

Semiconductors.  Los  Altos  Hills. 
45.  Married,  2  children 

Husband-and-wife  pair  run  chipmaker  Marvell 
Semiconductor.  Chinese  immigrants  met  at 
UC,  Berkeley;  Dai  studied  computer  science, 
Sutardja  studied  electrical  engineering  (and  has 
claimed  to  be  the  world's  best  analog  chip  de- 
signer). Founded  Marvell  in  1995  with  Sutardjas 
brother  Pantas;  sold  hyperfast  chips  for  routers, 
hard  drives,  Wi-Fi  equipment.  Public  offering 
2000.  Sales:  $2  billion.  In  June  announced  in- 
tentions to  buy  Intel's  cell  phone  chip  business 
for  $600  million;  hoping  to  "Marvell-ize"  it  into 
profitability.  Stock  down  15%  since  then. 
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Whether  they're  investing  your  money  or  their  own,  these  titans 
finance  have  the  power  to  move  markets — and  often  make  or  breal 
company's  livelihood.  Occasionally,  they  even  affect  your  retirerag 
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Carl  Icahn 

$9.7  BILLION 

Leveraged  buyouts.  New  York  City. 
70.  Divorced,  remarried;  2  children 
Shareholder  activist  spent  6  months  negotiat- 
ing with  Richard  Parsons  over  Time  Warner's 
board.  Icahn  and  group  of  investors  bid  to  split 
up  media  giant  last  August.  Agreed  to  settle- 
ment in  February:  Time  Warner  to  buy  back 
$20  billion  in  stock,  cut  costs  by  $500  million 
in  2007,  install  2  independent  directors  to  the 
board  with  Icahn  consulting.  Stock  flat  since 
buying  stock;  says  he  intends  to  be  patient, 
shares  will  eventually  rise.  Grew  up  middle 
class  in  NYC's  Queens.  Studied  philosophy  at 
Princeton.  Started  NYU  med  school;  dropped 
out.  Became  stockbroker  for  Dreyfus  Corp.; 
moved  into  securities  arbitrage.  Borrowed  to 
buy  NYSE  seat  1968;  bought  firms,  forced 
managers  to  improve,  buy  back  stock.  Big 
scores  in  1980s  with  takeovers  of  Texaco,  USX. 
Owns  $2.6  billion  stake  in  American  Real 
Estate  Partners;  stock  up  from  $9  a  share  in 
2003  to  $53  today  on  gains  of  oil,  real  estate 
and  casinos.  Recendy  sold  stake  in  National 
Energy  for  $1 .5  billion. 


Kirk  Kerkorian 

$9  BILLION 

Casinos,  investments.  Las  Vegas; 
Los  Angeles. 

89.  Thrice  divorced,  2  children 
Eighth-grade  dropout  and  former  Daimler- 
Chrysler  shareholder  buying  up  General 
Motors  stock.  Today  owns  9.9%  stake  worth 
$1.6  billion;  stock  flat  since  doubling  his 
stake  in  May  2005.  Now  trying  to  convince 
CEO  Rick  Wagoner  to  partner  with  Nissan 
and  Renault.  Born  in  Fresno  to  Armenian 
immigrants,  flew  planes  across  Atlantic 
during  World  War  II.  First  fortune:  selling 
Trans  International  Airlines  for  $104  mil- 
lion profit  in  the  1960s.  Invested  proceeds 
in  Las  Vegas;  acquired  Flamingo  Hotel 
1967,  built  International  Hotel  1969.  Sold 
both  properties  to  Hilton  Hotels  in  1970. 
Bought  Steve  Wynn's  (see)  Mirage  Resorts 
in  $6.4  billion  buyout  2000,  then  Mandalay 
Bay  Resorts  for  $7.9  billion  in  2004.  MGM 
Mirage  now  owns  more  than  half  the  hotel 
rooms  on  the  Las  Vegas  Strip.  Gamblers 
beating  the  house  recently:  shares  down 
20%  since  May. 


George  Soros 

$8.5  BILLION 

Hedge  funds.  Westchester,  N.Y. 

76.  Twice  divorced,  remarried; 

5  children 

Born  in  Hungary;  family  evaded  capture  by  the 
Nazis  1940s.  Studied  at  London  School  of  Eco- 
nomics; founded  Quantum  Fund.  Accused  of 
"breaking"  the  British  pound  in  1992  with  pro- 
tege Stanley  Druckenmiller  (see);  short  position 
netted  him  $  1  billion.  Lost  several  hundred  mil- 
lion investing  in  Russian  telecom  firm  Svyaz- 
invest.  Closed  Quantum  2000,  now  manages 
Quantum  Endowment;  fund  up  6%  so  far  this 
year.  Assets  under  management:  $10.3  billion. 
Committed  philanthropist  has  given  away  $5  bil- 
lion since  1991  via  Open  Society  Institute  and 
other  foundations.  Spent  $27  million  trying  to 
unseat  Bush  in  2004;  recently  cohosted  a 
fundraiser  for  the  Democratic  National  Com- 
mittee at  his  Hamptons  home  with  Howard 
Dean.  Author  of  The  Alchemy  of  Finance  (1987) 
published  most  recent  tome,  The  Age  of  Falli- 
bility, in  September:  explores  the  consequences 
of  the  War  on  Terror. 

Philip  Anschutz 

$7.8  BILLION 
Investments.  Denver. 
66.  Married,  3  children 
Former  oilman  hit  an  unexpected  gusher  this 
year  at  the  box  office.  His  Walden  Media  pro- 
duction company  produced  The  Chronicles  of 
Narnia:  The  Lion,  the  Witch  and  the  Wardrobe 
last  winter;  tapped  Christian  fan  base  for  $700 
million  worldwide.  Owns  the  rights  to  produce 

6  more  Narnia  movies.  Has  a  different  audience 
in  mind  for  new  project  in  the  U.K.:  plans  to  turn 
London's  long-vacant  Millennium  Dome  into 
giant  concert  venue  and  casino.  Son  of  oil  driller 
bought  out  his  dad  in  1961,  struck  big  in  Utah 
and  Wyoming.  Moved  to  railroads  (Union 
Pacific),  fiber  optics  (Qwest),  movie  theaters 
(Regal  Cinemas);  recendy  stepped  down  from 
all  3  boards  to  devote  time  to  media,  entertain- 
ment pursuits.  Owns  pro  basketball's 
LA  Lakers,  hockey's  LA  Kings,  Major  League 
Soccer  franchises. 

Edward  Johnson  III 

$7.5  BILLION 
Fidelity.  Boston. 
76.  Married,  3  children 

With  family,  controls  Fidelity  Investments, 
America's  largest  mutual  fund  company.  Assets 
under  management  $1.3  trillion.  Father,  Edward 
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SUEZ  provides  sustainable  and  innovative  solutions  in  energy  and  environment  to  meet  the  unique  needs  of 
customers  around  the  globe.  With  2005  revenues  of  $49.1  billion,  SUEZ  currently  ranks  among  the  top 
100  corporations  in  the  world. 

n  the  US,  SUEZ  Energy  North  America  is  a  leading  player  in  Liquefied  Natural  Gas  (LNG),  serving  over  20% 
3f  New  England's  natural  gas  demand.  It  is  also  the  4th  largest  retail  electricity  provider,  meeting  the  needs 
jf  12,000  business  sites,  as  well  as  being  an  independent  power  producer  with  more  than  5,500  MW  of 
generation  capacity. 

Additionally,  United  Water  provides  water  and  wastewater  services  to  7  million  people  in  the  US  every  day. 

With  over  150  years  of  experience,  SUEZ  integrates  nature  and  technology  to  fulfill  its  mission  of  delivering  the 
essentials  of  life  to  businesses  and  individuals. 


vww.suezenergyna.com 
/ww.  unitedwater.com 

vww.suez.com 
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II,  acquired  FMR  1946;  phenomenal  stock 
picker.  Ned  joined  firm  as  an  analyst  1957,  pres- 
ident 15  years  later.  Created  mutual  funds  for  al- 
most ever)'  investment  strategy.  Renowned  for 
frugality,  reduced  ownership  for  estate  planning 
1995;  family  still  holds  49%  stake.  Daughter  Abi- 
gail (see)  serves  as  Employer  Services  chief. 

Ronald  Perelman 

$7  BILLION 

Leveraged  buyouts.  New  York  City. 
63.  Four  times  divorced,  6  children 

Leveraged  buyout  tycoons  personal  life  made 
headlines  again:  served  divorce  papers  to 
fourth  wife,  actress  Ellen  Barkin,  earlier  this 
year.  Process  completed  swiftly.  Couples 
prenup  got  him  off  the  hook  for  a  rumored 
$20  million.  Won  $1.6  billion  lawsuit  against 
Morgan  Stanley  last  May  over  botched  Sun- 
beam-Coleman  acquisition;  jury  said  invest- 
ment bank  cooked  documents  to  entice  Perel- 
man to  sell  camping  gear  outfit  Coleman  to 
Sunbeam  in  1998.  Morgan  Stanley  appealing; 
Perelman  earns  $200,000  a  day  in  interest. 
Bought  Revlon  1985;  stake  once  worth  bil- 
lions today  worth  $250  million.  Most  lucra- 
tive deal:  selling  Golden  State  Bancorp  with 
Gerald  Ford  (see)  to  Citigroup  for  $6  billion 
in  2002;  stake  now  worth  $1.8  billion. 

Eli  Broad 

$5.8  BILLION 

Investments.  Los  Angeles. 

73.  Married,  2  children 

Son  of  Lithuanian  immigrants  bought  first  patch 


of  real  estate  when  he  was  20.  Cofounded  Kauf- 
man &  Broad  with  $25,000  investment;  became 
one  of  nation's  largest  developers  building  afford- 
able homes  for  parents  of  baby  boomers. 
Acquired  Sun  Life  Insurance  (later  renamed 
SunAmerica)  in  1971.  AIG  bought  company  in 
1998  for  $18  billion;  stake  worth  $3  billion  today 
Big  arts  enthusiast  building  70,000-square-foot 
museum  to  house  part  of  his  personal  collection. 
Supports  educational  causes  and  scientific 
research  via  Broad  Foundation. 

Charles  Johnson 

$4.5  BILLION 

Franklin  Resources.  San  Mateo,  Calif. 
73.  Married,  6  children 

Rupert  Johnson 

$3.7  BILLION 

Franklin  Resources.  San  Mateo,  Calif. 
65.  Married 

Father,  Rupert  Sr.,  founded  early  mutual  fund 
shop  Franklin  Distributors  1947.  Half-brothers 
took  over  1969,  expanded  into  Franklin  Re- 
sources, adding  Templeton  Funds  1992,  Fidu- 
ciary Trust  2001.  Also  bought  Heine  Securities 
from  value  investor  Michael  Price  (see)  for 


BY  1  HE  NUMBERS 

90 

members  of 
The  Forbes  400 
live  in  California. 

$610  million  in  1996.  Today  manages  $500  bil- 
lion in  assets,  up  18%  in  past  year.  Rupert  Wash- 
ington &  Lee  grad,  former  Marine;  serves  as  vice 
chairman.  Charles:  Yale  grad,  former  Army  lieu- 
tenant; son  Gregory  is  president  and  CEO. 
Operates  in  29  countries,  offers  more  than  200 
investment  products.  Launched  BRIC  (Brazil, 
Russia,  India,  China)  fund,  first  in  the  U.S. 

H.  Ross  Perot 

$4.3  BILLION 

Computer  services,  real  estate.  Dallas. 
76.  Married,  5  children 

Former  IBM  salesman  founded  Electronic  Data 
Systems  1962,  sold  to  General  Motors  1984  for 
$2.5  billion.  Founded  rival  information  services 
firm  Perot  Systems  in  1988;  public  offering  1999. 
Stock  flat  since  2004.  Took  time  off  to  concen- 
trate on  politics.  Unsuccessfully  ran  for  President 
1992, 1996;  warned  of  American  job  losses  from 
free  trade  agreements.  Perot  Systems  has  since 
set  up  operations  in  India.  Serves  as  chairman 
emeritus;  son  Ross  Perot  Jr.  acts  as  chairman,  also 
heads  Dallas  real  estate  firm  Hillwood;  develops 
commercial,  residential  properties  across  the  U.S. 
Owns  money  management  firm  Perot  Invest- 
ment; principal  investor  in  intellectual  property 
fund  IP  Advantage.  Author  of  7  books  (includ- 
ing United  We  Stand  and  The  Dollar  Crisis) 
spends  time  supporting  military  veterans. 

Lester  Crown  &  family 

$4.1  BILLION 

Investments.  Wilmette,  III. 
81.  Married,  7  children 

Father,  Henry  (d  1990),  started  out  in  finance, 
made  $4  per  week  Founded  stone,  sand  and 
gravel  firm  Material  Service  with  2  brothers  in 
1919  after  getting  fired.  Built  into  multimillion- 
dollar  business;  merged  with  General  Dynam- 
ics 1959.  Today  Lester  retains  big  stake  of  Gen- 
eral Dynamics;  also  has  stock  in  JPMorgan 
Chase,  Alltel,  Hilton  Hotels.  Cashed  in  shares  of 
appliance  maker  Maytag  following  $2.7  billion 
buyout  by  Whirlpool  last  August  Heads  Chicago 
Council  on  Foreign  Relations;  championed  ex- 
pansion of  O'Hare  airport.  Also  vice  chairman 
of  Aspen  Institute  think  tank.  Sports  fanatic  owns 
pieces  of  pro  baseball's  New  York  Yankees,  bas- 
ketballs Chicago  Bulls. 

Harold  Simmons 

$4.1  BILLION 

Investments,  Dallas. 

75.  Twice  divorced,  remarried;  6  children 

Bank  examiner  got  taste  for  takeover  after  buy- 
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Because  your  growth  plans  know  no  bounds,  neither 
should  your  financing  solutions  partner.  Fortunately,  CIT  has 
a  presence  throughout  the  Americas,  Europe  and  Asia 
Pacific,  with  deep,  hands-on  experience  in  your  industry. 

We  have  the  skills  and  the  solutions  to  serve  today's 
most  sophisticated  global  clients  —  and  tomorrow's.  From 
letters  of  credit  to  vendor  finance,  we  can 


help  you  reach  your  goals,  even  if  they're 
12,000  miles  away.  Visit  us  at  cit.com. 


We 
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(L^  ing  Dallas  drugstore  in  1 96 1  for  $5,000  cash  plus 
a  $95,000  loan;  sold  100-store  chain  to  Eckerd 
Corp.  for  $50  million  in  1973.  Built  Valhi  pub- 
^™  licly  traded  holding  company  through  hostile 
\£  buyouts.  Schoolteacher's  son  now  invested  in 
titanium  (Timet,  Kronos),  waste  management 
J  (Waste  Control  Specialists),  computer  compo- 
nents (CompX  International). 


< 


James  Simons 

$4  BILLION 

Hedge  funds.  East  Setauket,  N.Y. 
68.  Divorced,  remarried;  3  children 

Reserved  hedge  fund  manager  started  career  as 
a  theoretical  mathematician.  MIT  grad  taught 
at  Harvard.  Got  Ph.D.  from  UC,  Berkeley;  then 
broke  codes  for  U.S.  Department  of  Defense 
during  Vietnam.  Left  to  take  job  heading  math 
department  at  SUNY  Stony  Brook  Founded 
Renaissance  Technologies  investment  firm 
1982,  generated  stellar  returns  using  computer 
modeling  to  find  inefficiencies  in  highly  liquid 
securities.  His  Medallion  fund  has  returned  34% 
a  year  net  of  his  stiff  fees,  believed  to  be  44% 
of  profits,  5%  of  assets.  Last  year  up  29.5%  net 
of  fees.  Created  Renaissance  Institutional 
Equity  Fund  for  institutional  investors  last  year. 
Chairs  Math  for  America;  also  supports  autism 
research. 

Edward  L am  pert 

$3.8  BILLION 

Investments.  Greenwich,  Conn. 

44.  Married,  3  children 

Edgy  chairman  of  ESL  Investments  spent  spare 
time  in  high  school  reading  corporate  reports, 
financial  textbooks.  Skull  &  Bones  member  at 
Yale;  took  summer  job  at  Goldman  Sachs.  Pro- 
tege of  Robert  Rubin;  got  an  early  investment 
from  Richard  Rainwater  (see).  Founded  ESL 
1988,  annual  returns  averaging  25%  since. 
Spent  several  hundred  million  dollars  buying  dis- 
tressed Kmart  bonds  in  2002;  merged  retail  chain 
with  Sears,  Roebuck  2  years  later.  Stock  up  55% 
since  beginning  of 2005;  today  ESL  stake  in  Sears 
worth  $10.4  billion.  Company  believed  to  have 
more  than  $15  billion  under  management  Other 
investments:  AutoNation,  AutoZone.  Client 
roster  includes  fellow  Forbes  400  members 
Michael  Dell,  David  Geffen  (see  both). 

Stephen  A.  Schwaraman 

$3.5  BILLION 

Investments.  New  York  City. 

59.  Divorced,  remarried;  3  children 

Attended  Yale  with  President  George  W.  Bush; 


founded  ballet  society  to  meet  girls.  Then  Har- 
vard M.B.A.,  managing  director  at  Lehman 
Brothers  1978  at  age  31.  With  partner,  Peter  G. 
Peterson,  cofounded  Blackstone  Group,  Wall 
Street  investment  house.  Duo  started  firm  in 
1985  with  $400,000;  since  then  they  have  invested 
in  100  companies  with  a  total  enterprise  value 
of  $160  billion.  Today  6  buyout  funds  with  stakes 
in  Bresnan  Communications  (cable  television), 
Houghton  Mifflin  (publishing),  Texas  Genco 
(wholesale  electricity).  Currently  investing  $15.6 
billion  from  fifth  fund,  worlds  largest  With  Car- 
lyle  Group,  KKR  and  Thomas  H.  Lee  Partners, 
bought  marketing  and  media  firm  VNU 
(ACNielsen,  Billboard  magazine)  for  $12.7  bil- 
lion in  May.  Also  bought  theme  park  outfit 
Center  Pares  for  $526  million.  Headed  bank- 
ruptcy restructuring  of  Delta.  Firm  owns  $43  bil- 
lion in  real  estate  worldwide.  Chair  of  Kennedy 
Center  in  Washington,  DC  owns  estates  in  the 
Hamptons,  Palm  Beach. 


Joan  H.  Tisch  &  family 

$3.4  BILLION 

Loews.  New  York  City. 
80.  Widowed,  3  children 


Wilma  S.  Tisch 

$1.9  BILLION 

Loews.  New  York  City. 
79.  Widowed,  4  children 

Widows  of  Brooklyn-born  brothers,  Preston 
(d.  2005)  and  Laurence  Tisch  (d.  2003).  Duo 
bought  New  Jersey  hotel  in  1946;  leased  hotels 
in  Atlantic  City.  Graduated  to  New  York  land- 
marks: Drake,  Belmont  Plaza  and  Regency.  Took 
control  of  Loews  Theaters  1959;  diverse  portfo- 
lio of  subsidiaries:  CNA  Financial  (insurance), 
Boardwalk  (oil  pipelines),  Diamond  Offshore  (oil 
drilling),  Bulova  (watches)  and  Lorillard  (to- 
bacco). Company  still  under  family's  control; 
shares  up  150%  since  2003.  Larry:  long  known 
for  bearish  pessimism,  informal  but  tightfisted 
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Contact  us  at  1-800-PORSCHE  or  porscheusa.com.  ©2006  Porsche  Cars  North  America,  Inc.  Porsche  recommends  seat  belt  usage  and 
observance  of  all  traffic  laws  at  all  times  Specifications  for  comparison  only.  Model  -.Imwii  im.iu.lr.  "Pti"ml  ''quipiiifiil  .it  nklitional  cost. 


Just  barely  not  illegal. 


This  one  doesn't  exactly  tiptoe  up  to  the  line.  3.4-liter  flat  six.  295-hp  mid-engine 
design  with  a  top  track  speed  of  171  mph.  A  rigid  body  for  razor-sharp  agility.  And, 
if  anyone's  asking,  all  quite  street  legal.  The  Cayman  S.  Porsche.  There  is  no  substitute. 


The  Cayman  S 


THE  FORBES  400 

management  style.  Preston:  co-owner  of  pro  foot- 
ball's  New  York  Giants  served  2-year  term  as 
-~p  Postmaster  General.  Family's  contributions  to 
NYU  exceed  $100  million. 

Steven  Cohen 

T  $3  BILLION 

Hedge  funds.  Greenwich,  Conn. 
50.  Divorced,  remarried;  7  children 

I  j  Highly  secretive  investor  sued  by  pharmaceuti- 
cals  firm  Biovail  in  April  for  stock  manipulation; 
$4.6  billion  lawsuit  alleges  Cohen's  SAC  Capital 
hedge  fund  outfit  paid  doctors  to  spread  mis- 
leading information.  Studied  at  Wharton,  started 
trading  options  at  Gruntal  &  Co.  1978;  made 
$8,000  profit  on  first  day.  Founded  SAC  Capi- 
tal with  $20  million  1992.  Today  manages  $10 
billion  across  9  funds  based  in  the  U.S.,  Cayman 
Islands,  Anguilla.  Average  annual  return:  36%. 
High  performance  fees:  3%  of  assets,  35%  of  prof- 
its. Avid  art  collector  has  spent  more  than  $300 
million  since  2000  building  collection;  now  re- 
furbishing Damien  Hirst's  "The  Physical  Impos- 
sibility of  Death  in  the  Mind  of  Someone  Liv- 
ing." Paid  $8  million  for  the  work  featuring  dead 
shark  in  formaldehyde;  shark  now  shrinking,  in 
talks  with  artist  to  replace  with  fresher  carcass. 

Henry  Hillman 

$3  BILLION 

Industrialist,  venture  capitalist. 

Pittsburgh. 

87.  Married,  4  children 

Inherited  steel-and-coke  fortune,  turned  from 
smokestacks  to  real  estate  and  venture  capital. 
Notable  properties  include  Pittsburgh's  PPG 
Place,  also  luxury  resorts  in  California.  Scored 
hit  in  private  equity  as  early  backer  of  Kohlberg 
Kravis  Roberts;  most  of  fortune  now  in  private 
buyout  and  venture  capital  investments.  Family 
highly  private  in  business  matters  but  remains 
prominent  in  Pittsburgh  philanthropy;  recent 
gifts  to  cancer  research,  children's  hospital. 

Bruce  Kovner 

$3  BILLION 

Hedge  funds.  New  York  City. 
61.  Divorced,  3  children 
Son  of  a  trade  unionist  dropped  out  of  Harvard 
Ph.D.  program.  Drifted  for  6  years:  drove  New 
York  City  cab,  studied  at  Juilliard.  Used  $3,000 
MasterCard  line  to  trade  soybeans  at  age  31. 
Made  $40,000,  didn't  hedge;  lost  $23,000  hours 
later.  Joined  Commodities  Corp.,  learned  from 
veteran  investor  Michael  Marcus.  Founded 
hedge  fund  group  Caxton  Associates  1983.  Flag- 


ship Caxton  Global  Investments  has  returned 
roughly  30%  a  year  since  on  big  bets  on  com- 
modities, currencies.  Assets  under  management: 
$14  billion.  Juilliard  chairman  donated  140  hand- 
written musical  pieces  by  Bach,  Mozart, 
Beethoven  to  the  school. 

Haim  Saban 

$2.8  BILLION 

Television.  Beverly  Hills,  Calif. 

61.  Divorced,  remarried;  4  children 

First  fortune  came  from  popular  kids  show  Mighty 
Morphin  Power  Rangers.  Sold  to  Disney  2001  with 
Fox  Family  Channel,  joint  venture  with  Rupert 
Murdoch's  Fox  television;  personally  reaped  $1.7 
billion.  Attempted  to  sell  large  stake  in  German 
broadcaster  ProSiebenSat.l  Media  to  publisher 
Axel  Springer  last  year;  deal  shot  down  by  regu- 
lators. Has  agreed  to  purchase  A.  Jerrold  Peren- 
chio's  (see)  Spanish-language  broadcaster  Univi- 
sion  for  $13.7  billion  with  partners. 

Dennis  Washington 

$2.8  BILLION 

Construction,  mining,  transportation. 

Missoula,  Mont. 

72.  Married,  2  children 

High  school  grad  and  self-made  industrialist 
worked  in  construction  in  Alaska  before  borrow- 
ing a  bulldozer  on  credit  and  founding  his  own 
company  in  Montana.  Grew  with  federal  high- 
way contracts.  Rescued  bankrupt  Morrison 
Knudsen  in  1996.  Reorganized,  renamed  Wash- 
ington Group  International  in  1998,  lost  in  bank- 


ruptcy after  dispute  over  later  acquisition  from 
Raytheon.  Today  investments  include  Montana 
regional  railroad,  largest  tug  and  barge  fleet  in 
British  Columbia,  Butte  copper  mine,  where  he 
lowered  costs  by  sidestepping  union  in  favor  of 
sharing  profits  with  miners.  Also  seeded  invest- 
ment in  Seaspan,  fleet  of  36  container  ships  on 
long-term  contracts  with  China;  took  public 
2005.  Avid  yachtsman  spends  time  cruising  in 
his  226-foot  yacht,  Attessa. 

Henry  Kravis 

$2.6  BILLION 

Leveraged  buyouts.  New  York  City. 
62.  Twice  divorced,  remarried; 
2  children 

George  Roberts 

$2.6  BILLION 

Leveraged  buyouts.  San  Francisco. 
62.  Married,  3  children 

With  partner  Jerome  Kohlberg  (see),  first  cousins 
founded  buyout  behemoth  KKR  1976.  bought 
undervalued  companies  using  debt,  cleaned  up 
balance  sheets,  sold  for  profits.  Kohlberg  retired 
1987;  averse  to  hostile  takeovers.  "Barbarians  at 
the  Gate"  famous  for  1989  $25  billion  buyout  of 
RJR  Nabisco.  More  recently:  Primedia,  Toys  "R" 
Us,  SunGard  Data  Systems.  This  year  took 
Thomas  Frist's  (see)  HCA  Corp.  private  with  Bain 
Capital  and  Merrill  Lynch  Global  Private  Equity 
for  $33  billion;  believed  to  be  the  largest  private 
equity  deal  in  history.  Bottom  line:  1 1  funds  have 
reaped  $51  billion  in  profits  for  investors.  Raised 
$5  billion  on  Amsterdam  Stock  Exchange  for  new 
publicly  traded  fund  investing  in  western  Europe. 
Kravis:  contributes  to  New  York  City  Ballet 
Roberts:  fights  poverty,  builds  golf  courses. 

Ronald  Burkle 

$2.5  BILLION 
Supermarkets,  investments. 

Los  Angeles. 

53.  Divorced,  3  children 

Private  leveraged  buyout  titan  forced  into  pub- 
lic eye  earlier  this  year  after  New  York  Post  gos- 
sip columnist  Jared  Paul  Stern  tried  to  shake  him 
down  for  $100,000  (plus  $10,000  a  month)  in 
exchange  for  favorable  coverage.  Burkle  worked 
with  FBI  to  tape  Stern  soliciting  the  bribe;  no 
charges  have  been  filed.  Son  of  a  grocery  store 
manager  founded  investment  company  Yucaipa 
1986;  made  fortune  buying  and  selling  super- 
market chains  Fred  Meyer,  Jurgensen's,  Ralph's. 
Internal  rate  of  return  from  1985  to  2003:  43% 
a  year.  Today  owns  stakes  in  Sean  (P.  Diddy) 
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WE  HELP  YOU  PUT  THE  PEDAL  TO  THE  METAL.  Outsourcing  production  maintenance  with 
Advanced  Technology  Services  (ATS)  can  increase  your  asset  performance,  fast.  In  fact,  we  have 
improved  the  productivity  of  some  of  the  world's  most  respected  companies  by  up  to  30  percent. 
And  in  a  recent  survey  of  1 01  manufacturing  executives,  the  majority  agreed  that  outsourcing 
production  maintenance  offered  the  highest  productivity  gains  compared  to  any  outsourced  factory 
services.  Let  us  help  you  drive  more  productivity  out  of  your  manufacturing  assets.  Call  877.662.401 1 
for  a  free  assessment  today. 


^^^^  See  how  ATS  can  help  you  increase  your 

J\TT%£.  asset  performance.  Download  The  Guide 

■  To  Increased  Asset  Performance  Through 

Advanced  Technology  Services,  inc.  Outsourcing  Production  Maintenance. 

We  Make  Factories  Run  Better.  www.advancedtech.com/theguide 

www.advancedtech.com 
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Combs'  Sean  John  clothing  line;  Pathmark  gro- 
eery  stores.  Now  in  talks  to  buy  the  Los  Ange- 

mmmp  les  Times.  Democratic  fundraiser  a  close  friend 
of  Bill  Clinton;  former  President  calls  Burkle's  757 

\S  private  jet  "Ron  Air." 


< 


David  Gottesman 

$2.5  BILLION 
Investments.  Rye,  N.Y. 
80.  Married,  3  children 

Harvard  business  school  grad  struck  up  friend- 
ship with  Warren  Buffett  (see)  in  1962.  Early  in- 
vestor in  Berkshire  Hathaway;  today  owns 
19,000  shares  worth  $1.8  billion.  Founded  in- 
vestment advisory  firm  First  Manhattan  1964; 
assets  believed  to  exceed  $10  billion.  Joined  Berk- 
shire board  of  directors  in  2003.  Sits  on  board 
of  American  Museum  of  Natural  History  in  New 
York  Avid  swimmer. 

Paul  Tudor  Jones 

$2.5  BILLION 

Hedge  funds.  Greenwich,  Conn. 

52.  Married,  4  children 

Memphis-born  hedge  fund  manager  studied 
economics  at  U  of  Virginia.  Made  a  fortune 
trading  cotton  on  Wall  Street.  Founded  Tudor 
Investment  1980.  Predicted  1987  market 
crash;  returned  126%  net  of  fees  that  year. 
Today  manages  $14.7  billion.  "You  adapt, 
evolve,  compete  or  die."  Now  bullish  on 
Asia,  especially  Japan.  Avid  pheasant  hunter, 
bass  fisherman  owns  property  in  Florida 
Keys,  Zimbabwe.  Founded  New  York 
City's  poverty-fighting  Robin  Hood 
Foundation. 

Peter  R.  Kellogg 

$2.5  BILLION 

Investments.  Short  Hills,  N.J. 

64.  Married,  3  children  (1  deceased) 

Son  of  James  Kellogg  III,  former  chairman  of 
New  York  Stock  Exchange;  cofounded  Spear, 
Leeds  &  Kellogg  1954,  nation's  largest  special- 
ist on  the  NYSE.  Peter  joined  as  director  1973. 
Sold  to  Goldman  Sachs  in  2000  for  $6.5  bil- 
lion. Owns  and  operates  Hudson  Farm,  3000- 
acre  hunting  club  in  Andover,  N.J. 

Richard  Rainwater 

$2.5  BILLION 

Real  estate,  energy,  insurance. 

Fort  Worth,  Tex. 

62.  Married,  3  children 

Cheerful  Stanford  business  grad  got  start  man- 
aging Bass  family's  $50  million  portfolio  in  1970; 


lost  money  first  2  years.  Acquired  large  stake  in 
Disney  1984;  went  solo  2  years  later.  Cofounded 
Columbia  Hospital  1987,  merged  with  Hospital 
Corporation  of  America  1994.  Sold  HCA  stake 
2004.  Also  made  fortune  on  oil  bets:  Conoco- 
Phillips,  Chevron,  EnCana.  Now  worried  global 
warming  will  have  dire  impact  on  environment, 
world  economy.  "I  just  think  that  we're  in  the 
world  of  expensive  energy  for  years  to  come." 
Wife,  Darla  Moore,  self-made  millionaire.  "We've 
been  married  16  years  and  our  net  worth  is  up 
six-  or  sevenfold  It's  not  a  coincidence." 

T.  Denny  Sanford  ao 

$2.5  BILLION 

Banking,  credit  cards.  Sioux  Falls,  S.D. 
70.  Twice  divorced,  2  children 

St  Paul,  Minn,  native  took  first  job  at  age  8  work- 
ing in  fathers  garment  shop.  Set  life  straight  after 
36-day  juvenile  incarceration  for  rowdiness.  Stud- 
ied psychology  at  U  of  Minnesota.  Started  first 
company  1960;  early  pursuits  included  distribu- 
tion, chemicals.  Then  banking.  Took  advantage 
of  permissive  South  Dakota  lending  laws, 
bought  what  is  now  First  Premier  Bank  in  1986. 
Relocated  to  Sioux  Falls.  Later  started  credit  card 
outfit  Premier  Bankcard,  early  pioneer  in  lucra- 
tive subprime  lending.  Built  both  through  heavy 
sales  pushes.  Operations  now  controlled  through 
holding  company  United  National  Corp.;  owns 
92%,  2  sons  the  rest.  Estimated  2004  profits: 


$180  million.  Also  invested  in  venture  capital. 
Avid  golfer  often  ranked  among  country's  top 
philanthropists.  Goal:  "Die  broke." 

Clemmie  Spangler  Jr. 

$2.5  BILLION 
Investments.  Charlotte,  N.C. 
74,  Married,  2  children 

Studied  at  U  of  North  Carolina,  then  Harvard 
Business  School.  Later  salvaged  father's  business, 
Bank  of  North  Carolina,  before  it  merged  with 
NCNB  in  1982  (now  Bank  of  America).  Today 
owns  32  million  shares  of  BofA  worth  $1.6  bil- 
lion. Became  a  construction  maven:  bought  dry- 
wallmaker  National  Gypsum  1995,  believed  to 
have  made  fortune  during  recent  housing  boom. 
Prefers  to  keep  company  private:  "A  family 
business  has  the  luxury  of  thinking  in  10 -year 
cycles."  Former  UNC  president  enjoys  repairing 
grandfather  clocks. 

Carl  Lindner  &  Family 

$2.3  BILLION 
Investments.  Cincinnati,  Ohio. 
87.  Married,  3  children 

Dropped  out  of  high  school  at  age  14  to  help  run 
family's  dairy  business  during  Depression. 
Opened  ice  cream  store  with  siblings  1940; 
turned  $  1,200  investment  into  188-store  United 
Dairy  Farmers  chain.  Diversified  into  finance 
with  small  S8cLs.  Today  American  Financial 
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NNOVATIONS  IN 


Florida  Guardian  ad  Litem  Saw  the  Future  of  Child  Advocacy. 

Citrix  Provided  Access. 


"Custody  rulings.  Foster  care.  Adoptions.  Our  founding  vision  was  to  give  every  abused 
and  neglected  child  in  Florida  a  strong  advocate  in  court.  Two  years  later,  we're  well  on 
our  way.  Today,  program  staff,  attorneys  and  over  5,000  volunteers  represent  more 
than  27,000  children.  Instead  of  information  in  file  drawers  scattered  all  over  the  state, 
Citrix  software  gives  advocates  secure  access  to  our  case  management  system  from 
anywhere.  Resources  are  precious,  so  we  must  apply  them  wisely,  not  waste  time 
chasing  data.  These  kids  depend  on  us.  That's  why  we're  depending  on  Citrix  to  take 
us  the  rest  of  the  way  to  advocate  every  Florida  child  in  need. " 

JOHNNY  C.  WHITE 

CIO 

Florida  Guardian  ad  Litem  Program 


Access  your  future  today  at 
citrix.com. 


2006  Citrix  Systems,  Inc.  All  rights  reserved.  Citrix*  is  a  trademark  of  Citrix  Systems,  Inc. 
d/or  one  or  more  of  its  subsidiaries,  and  may  be  registered  in  the  United  States  Patent 
d  Trademark  Office  and  in  other  countries.  All  other  trademarks  and  registered 
demarks  are  the  property  of  their  respective  owners. 
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Group:  big  stakes  in  insurance,  banking;  assets 
up  30%  in  past  12  months.  Also  betting  on  en- 
ergy:  owns  Indiana  ethanol  producer  New  En- 
ergy  Corp;  profits  have  doubled  since  2005. 
\£  Longtime  co-owner  of  pro  baseballs  Cincinnati 
Reds  sold  half  the  team  to  fruit-and-vegetable 
scion  Robert  Castellini  this  year. 


< 


Ernest  Rady 


$2.2  BILLION 

Banking,  insurance.  San  Diego. 

69.  Married,  3  children 

Canadian-born  investor  founded  American 
Assets  financial  services  and  real  estate  firm  1966. 
Later  insurance:  became  chairman  of  San  Diego- 
based  Insurance  Company  of  the  West,  holding 
company  for  Western  Financial  Bank  and  WFS 
Financial,  one  of  nations  largest  auto  finance 
companies.  Renamed  Westcorp,  bought  by 
Wachovia  for  $3.9  billion  in  stock  last  Septem- 
ber. Today  owns  35.7  million  shares  worth 
$2  billion;  oversees  consumer  finance  and 
California  banking  divisions.  Donated  $60  mil- 
lion to  San  Diego's  Children's  Hospital  in  June. 

Michael  Milken 

$2.1  BILLION 
Investments.  Los  Angeles. 
60.  Married,  3  children 

Financial  genius  joined  what  became  Drexel 
Burnham  Lambert  in  1969.  Conceived  market 
for  high-yield  junk  bonds,  fueled  1980s  lever- 
aged-buyout  boom.  Helped  fund  famous  finan- 
ciers of  The  Forbes  400:  Ted  Turner,  Carl  Icahn, 
Ronald  Perelman.  Salary,  bonus  $550  million  in 
1986  alone.  Squealed  on  by  Ivan  Boesky; 
pleaded  guilty  to  6  counts  of  securities  fraud  1 990. 
Paid  $900  million  settlement  to  government,  lit- 
igators, creditors;  served  22  months  in  prison. 
Big  medical  research  backer  started  funding  can- 
cer research  in  1970s  after  father  diagnosed.  Sur- 
vived own  battle  with  prostate  cancer  1990s.  Still 
investing  but  spends  bulk  of  his  time  on  philan- 
thropy. Supports  groups  trying  to  accelerate  the 
development  of  cures  for  serious  diseases: 
Prostate  Cancer  Foundation,  Milken  Family 
Foundation,  FasterCures. 

Herb  Allen 

$2  BILLION 

Investment  banking.  New  York  City. 
66.  Twice  divorced,  4  children 

Coca-Cola  director  increased  stake  in  soda 
giant  in  May;  now  owns  6.3  million  shares 
worth  $280  million.  Bulk  of  fortune  housed 
in  investment  boutique  Allen  &  Company; 


77.  JOAN  TIS 


helped  take  Google  public.  Low  profile,  stel- 
lar returns:  claims  to  have  earned  more  than 
40%  a  year  for  investors  since  mid-1980s. 
Famous  host  of  annual  media  retreat  in  Sun 
Valley,  Idaho;  helped  spawn  some  high- 
profile  mergers  like  ABC  and  Disney.  This 
year's  guest  list  included  some  from  The 
Forbes  400:  Henry  Kravis,  Barry  Diller, 
Rupert  Murdoch.  Puppy  love:  travels  every- 
where with  Donnie,  his  black  Labrador. 

Leon  Black  cro 

$2  BILLION 

Leveraged  buyouts.  New  York  City. 
55.  Married;  4  children 

Secretive  leader  of  private  equity  giant  Apollo 
Advisors.  Father  was  chief  executive  of  food 
conglomerate  United  Brands.  Leon  studied 
philosophy,  history  at  Dartmouth.  Took  job  at 
Drexel  Burnham  Lambert,  famed  Wall  Street 
bank  that  made  a  name  selling  junk  bonds 
during  1980s;  became  head  of  M&A.  Michael 
Milken  (see)  convicted  of  securities  fraud  1989; 
firm  in  bankruptcy  a  year  later.  Founded 
Apollo:  since  1990  firm  has  invested  $16  bil- 
lion from  5  private  equity  funds.  Average 
annual  return:  41%.  Last  year  raised  $10  billion 
for  sixth  fund;  first  investments  include  stakes 
in  Berry  Plastics,  Rexnord.  Art  lover  owns  one 
of  country's  most  renowned  collections: 
impressionist,  modern,  contemporary,  old 
masters.  Friend  of  financier  Carl  Icahn  (see). 


Charles  Brandes 

$2  BILLION 

Money  management.  San  Diego. 
63.  Married,  2  children 

Pittsburgh  native  studied  economics  at  Bucknell; 
graduate  studies  at  San  Diego  State.  Became  a 
disciple  of  legendary  investor  Benjamin  Graham. 
Founded  Brandes  Investment  Partners  money 
management  firm  in  1974.  Stickler  for  due  dili- 
gence: believes  in  painstaking  financial  analysis; 
invests  in  high-intrinsic-value  companies  at  low 
stock  price,  waits  for  market  to  adjust.  "Com- 
pelling bargains  are  often  overlooked  in  equity 
markets."  Today  company  manages  $105  billion. 
Serves  on  boards  of  Salk  Institute  for  Biological 
Studies,  Whither  Institute  for  Diabetes.  Paid  Elton 
John  to  perform  at  wedding  to  wife,  Tanya,  in 
April;  ceremony  held  at  couples  $60  million, 
54,000-square-foot  ranch  in  Rancho  Santa  Fe. 

John  Calamos  &  family 

$2  BILLION 

Mutual  funds.  Naperville,  III. 

66.  Divorced,  remarried;  2  children 

Son  of  Greek  immigrants  swept  floors  of  fam- 
ily's Chicago  grocery  store.  Developed  passion 
for  stocks  in  teens  after  investing  parents'  $5,000 
nest  egg.  M.B.A.  from  Illinois  Institute  of 
Technology  1965,  then  Air  Force.  Served  one 
year  in  Vietnam.  Became  stockbroker,  discov- 
ered niche  in  convertible  securities.  Founded 
Calamos  Asset  Management  1977,  took  pub- 
lic 2004.  Today  $44  billion  under  management. 
Stock  on  a  wild  ride:  shares  up  39%  in  first  4 
months  of  2006,  down  35%  since.  Nephew 
Nicholas  serves  as  co-investment  chief;  son, 
John  Jr.,  also  works  at  firm.  Donated  $2  mil- 
lion to  Chicago's  Hellenic  Museum  &  Cultural 
Center  last  year.  Spends  spare  time  flying  his 
Marchetti  jet. 

Stanley  Druckenmiller 

$2  BILLION 

Hedge  funds.  Pittsburgh; 

New  York  City. 

54.  Married,  3  children 

Former  money  man  for  George  Soros  (see)  fa- 
mous for  orchestrating  his  boss'  billion-dollar 
raid  on  the  British  pound  in  1992  with  timely 
short  position.  Believed  to  help  generate  string 
of  30%  returns  for  Soros'  Quantum  Fund.  Duo 
parted  ways  in  2000.  Now  runs  Duquesne  Cap- 
ital Management  in  Pittsburgh.  Assets  under 
management:  $2.5  billion.  Chairs  Harlem  Chil- 
dren's Zone;  nonprofit  provides  educational  serv- 
ices to  more  than  12,600  children  and  adults. 


H'l:, 
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Master  complexity. 

Whatever  is  in  your  data  center,  Symantec  puts  you  in  control.  That's  the  promise  behind  the  Symantec 
)ata  Center  Foundation.  Thanks  to  the  Veritas  cross-platform  heritage,  this  integrated  software  infrastructure 
■olution  supports  virtually  every  major  operating  system,  database,  application  and  storage  hardware  asset 
n  the  data  center. 


Symantec  Data  Center  Foundation 


Veritas  NetBackup 

Scalable  backup  and 
recovery  for  the  enterprise 


Veritas  Storage  Foundation 

Storage  visualization  and  storage  network 
management  for  the  entire  data  center 


Veritas  Server  Foundation 

Visibility,  control  and  availability  of 
server  and  application  environments 


Veritas  i3 

End  to  end  performance 
management  for  key  applications 


vww.symantec.com/datacenter 


1  2006  Symantec  Corporation.  All  rights  reserved.  Symantec  and  the 
ymantec  Logo  are  registered  trademarks  of  Symantec  Corporation. 


278.  THOMAS  H.  I  FF 

Tom  Gores 

$2  BILLION 

Leveraged  buyouts.  Beverly  Hills,  Calif. 
42.  Married,  3  children 
Israeli  immigrant  spent  his  20s  learning  the  buy- 
out business  alongside  older  brother  Alec  (see) 
at  Gores  Technology  Group.  Split  in  1995:  Tom 
now  runs  Platinum  Equity;  conglomerate  man- 
ages 20  companies  with  $8  billion  in  sales.  Re- 
builds distressed  companies  before  selling  them 
at  a  profit  Sold  ACR  Logistics  to  Kuehne  &  Nagel 
International  for  $510  million  in  January.  Also 
invested  in  film  production  shops  Crescent  Drive 
Pictures,  360  Pictures.  This  year  bought  8-acre 
property  in  Beverly  Hills  between  homes  of 
David  Geffen  and  Ronald  Burkle  (see  both). 

John  Edward  Anderson 

$1.9  BILLION 

Investments.  Bel  Air,  Calif. 

89.  Married,  5  children  (1  deceased) 

Son  of  a  barber  got  start  selling  popcorn. 
Played  hockey  for  UCLA,  then  Harvard  M.B.A. 
and  Loyola  law  degree.  Founded  Ace  Beverage 
1 956  with  exclusive  rights  to  distribute  Budweiser 
in  Los  Angeles.  Today  controls  suds  distribution 


{  ) 


in  LA,  Hawaii  (5  islands)  and  the  Caribbean. 
Added  insurance,  auto  dealerships,  real  estate. 
Portfolio  now  includes  4  million  square  feet  of 
commercial  property  and  4,500  residential 
units.  Big  supporter  of  YMCA. 

Franklin  Otis  Booth  Jr. 

$1.9  BILLION 

Berkshire  Hathaway.  Los  Angeles. 
83.  Divorced,  remarried;  6  children 

Seasoned  Berkshire  Hathaway  shareholder 
now  investing  in  a  new  passion:  oranges. 
Developing  5,000-acre,  $50  million  Otis 
Orchards  in  California.  Wants  grove  to  be 
his  legacy:  "Farming  is  more  tangible  than  a 
securities  portfolio."  Daughter  Loren  runs 
orchard  day  to  day.  Great-grandson  of  Times 
Mirror  founder  Harrison  Gray  Otis,  enrolled 
in  Caltech  to  study  engineering  at  age  16. 
Stanford  M.B.A.,  then  brief  stint  at  Los 
Angeles  Mirror;  floundered  in  publishing. 
Joined  Charles  Munger  (see)  in  small  real 
estate  deal;  met  Warren  Buffett  (see)  1963. 
Invested  $1  million  in  Berkshire  Hathaway; 
stake  worth  $1.6  billion  today.  Enjoys  hunt- 
ing, fishing. 


B.  Francis  Saul  II 

$1.8  BILLION 

Banking,  real  estate.  Chevy  Chase,  Md. 
74.  Married,  5  children 

Son  and  grandson  of  Washington,  DC.  area 
mortgage  lenders  set  up  Chevy  Chase  Bank  in 
trailer  1969.  Now  largest  local  bank  in  area;  worth 
at  least  $1  billion.  Started  real  estate  investment 
trust  Saul  Centers  1993  to  own  retail  properties: 
strip  malls;  today  holds  just  under  50%.  U  of  Vir- 
ginia grad  a  trustee  of  National  Gallery  of  Art 
Johns  Hopkins  School  of  Medicine. 

Kenneth  Griffin 

$1.7  BILLION 
Hedge  funds.  Chicago. 
37.  Divorced,  remarried 

Started  small  investment  portfolio  from  Harvard 
dorm  room  in  1986  after  reading  article  or 
Home  Shopping  Network  in  FORBES;  managed 
$1  million  by  senior  year.  Started  Citadel  Invest- 
ment Group  with  $1  million  investment  frorr 
trader  Frank  Meyer  1990.  Today  manages  at  leasi 
$12  billion  in  assets;  flagship  Kensington  func 
up  about  15%  so  far  this  year.  No  longer  active 
in  trading.  Wife,  Anne  Dias,  manages  hedge  func 
Aragon  Global  Management.  Duo  donates  tc 
education,  arts  causes. 

Gerald  J.  Ford 

$1.6  BILLION 

Banking.  Dallas. 

62.  Divorced,  remarried;  5  children 
Son  of  Texas  farmer  bought  first  bank  in  197f 
for  $1.2  million,  later  sold  for  $80  million.  Bigges 
score:  With  Ronald  Perelman  (see),  sold  Califor 
nias  Golden  State  Bancorp  to  Citigroup  fo: 
$6  billion  in  stock  2002.  Personal  stake  wortl 
$  1  billion  today;  when  in  New  York,  visits  Perel 
man  to  stake  out  new  banking  deals.  Other  in 
vestments  include  auto-finance  outfits  Ameri 
Credit  and  Triad  Financial,  oil  and  gas  firm 
McMoRan  Exploration.  Southern  Methodist  I 
alum  donated  $20  million  in  1997  to  build  nev 
football  venue;  SMU  Mustangs  now  play  at  Fore 
Stadium.  Owns  140,000-acre  catde  ranch  in  Nev 
Mexico,  compound  in  the  Hamptons. 

Charles  Munger 

$1.6  BILLION 

Berkshire  Hathaway.  Los  Angeles. 
82.  Divorced,  remarried;  8  children 

Warren  Buffett 's  (see)  overlooked  ye 
indispensable  consigliere;  Oracle  of  Omah. 
claims  duo  often  "tap-dance  to  work"  Vice  chair 
man  of  Berkshire  Hathaway  since  1979;  own 
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FAST,  SIMPLE,  DEPENDABLE, 
AFFORDABLE,  DOOR-TO-DOOR, 
INTERNATIONAL,  EXPRESS, 
HEAVYWEIGHT  SHIPPING. 


EASIER  DONE 


THAN  SAID. 


DHL  Express  handles  your  international  freight  in  just  one  step. 

We've  taken  the  wait  out  of  heavyweight.  Because  when  you  use  the  world  leader 
in  logistics  to  send  heavy  shipments  anywhere  on  earth,  they'll  arrive  swiftly  and 
securely,  for  a  lot  less  than  you'd  expect.  Importing  this  season's  stock?  Exporting 
PC  components?  Use  DHL's  wide  range  of  innovative  and  flexible  services  and  see 
how  cost-effective  and  effortless  world  trade  can  be.  Help  us  map  out  your  shipping 
needs  in  a  short  survey  and  we'll  even  send  you  a  Rand  McNally  World  Atlas.  It's 
more  proof  that  customer  service  is  back  in  shipping. 


Receive  your  "Rand  McNally 
World  Atlas"  FREE*  when  you  take 
our  survey  by  November  6, 2006 
at  yourdhl.com/worldH  or 
call  1-800-774-6035  today. 

Mention  code  F B 1  ATLAS 


£XP/?£SS 


jnai  offer  valid  upon  survey  completion.  Expires  on  date  specified.  Offer  nontransferable,  nonnegotiable,  cannot  be  used  for  cash,  void  where  prohibi 
jn  without  notice.  Valid  while  supplies  last  and  may  vary.  Limit  one  per  person.  DHL  has  the  right  to  deny  premium  fulfillment  to  any  survey  submitted  throi 
:ion  r,  submitted.  Offers  cannot  be  delivered  to  P.O.  boxes.  DHL  employees  not  elioibie.  All  services  may  not  be  available  in  all  areas.  Subject  to  DHL's  ten 
of  origin.  ©2006  DHL  Express  (USA),  Inc.  All  rrqhts  reserved. 
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to 


16,000  shares  worth  $1.5  billion.  Due-diligence- 
obsessed  investor  published  Poor  Charlie's  Al- 
manac last  year;  tome  full  of  "Mungerisms,"  such 
as:  "If  you  buy  a  few  great  companies,  you  can 
sit  on  your  ass."  Donated  $9  million  in  Berkshire 
shares  to  Harvard-Wcstlake  High  School  in  LA. 


George  L.  Lindemann 
&  family 

$1.5  BILLION 
Investments.  Palm  Beach,  Fla. 
70.  Married,  3  children 

Manhattan-born  Wharton  grad  worked  in  fa- 
ther's cosmetics  and  hair  care  products  company. 
Made  first  fortune  selling  contact-lens-design 
company  to  Cooper  Labs  for  $60  million  in  1 97 1 . 
Acquired  New  Jersey  cable  licenses;  sold  Vision 
Cable  for  $220  million  in  1982.  Later  built 
cell  phone  business  Metro  Mobile,  sold  to  Bell 
Adantic  for  $2.6  billion  1992.  With  family  now 
holds  28%  stake  in  natural  gas  distributor 
Southern  Union  worth  $480  million.  Also  owns 
large  piece  of  Verizon  Communications. 

Fayez  Sarofim 

$1.5  BILLION 

Money  management.  Houston. 

77.  Twice  divorced,  5  children 

Son  of  wealthy  Egyptian  cotton  farmer  founded 
Fayez  Sarofim  &  Co.  investment  bank  in  1958 
after  earning  Harvard  M.B.A.;  became  buy- 
and-hold  specialist.  Made  fortune  with  long- 
term  bets  on  companies  such  as  Procter  & 
Gamble,  Philip  Morris.  Now  "The  Sphinx" 
falling  on  hard  times.  Blue-chip  stock  fund  con- 
sistendy  lagging  behind  S&P  500;  the  index 
beat  his  FS  Equity  Fund  by  2.4%  before  fees 
last  year.  Investors  fleeing:  manages  just 
$32  billion,  lowest  since  1996. 

David  Tepper 

$1.5  BILLION 

Hedge  funds.  Chatham,  N.J. 

48.  Married,  3  children 

Affable  hedge  fund  manager  earned  masters 
from  Carnegie  Mellon  1982.  Ran  junk  bond  desk 
at  Goldman  Sachs,  moved  to  hedge  funds. 
Founded  Appaloosa  Management  1993;  30%  av- 
erage annual  returns,  including  150%  in  2003. 
Last  year  returned  21%  net  of  fees;  large  gains 
in  energy  (Arch  Coal,  Consolidated  Energy),  big 
cap,  tech  stocks.  Assets  under  management: 
$4  billion.  Was  feuding  with  auto  parts  maker 
Delphi  Corp.:  determined  lo  stop  firm  from  giv- 
ing in  to  demands  from  customers,  former  par- 
ent GM  in  bankruptcy.  Working  out  setdement. 


Tt7?mi?LTUDOR 

j  owes 

•  ■ 

Sanford  Weill 

$1.5  BILLION 
Citigroup.  New  York  City. 
73.  Married,  2  children 

Wall  Street  legend  stepped  down  as  chair- 
man of  Citigroup  in  April;  abdicated  seat 
to  Chief  Charles  Prince.  "Sandy"  got  start 
earning  $35  a  week  as  runner  for  Bear 
Stearns  in  1956.  President  of  American 
Express  by  1985.  Made  tidal  wave  on  Wall 
Street  in  1998;  convinced  Citicorp  to  merge 
with  his  insurance  hodgepodge  Travelers 
Group;  created  Citigroup,  now  world's 
largest  financial  services  company.  Rumors 
he  planned  to  create  a  $5  billion  private 
equity  fund  with  Saudi  Prince  Alwaleed 
unfounded.  Now  giving  fortune  away.  Plans 
to  improve  high  schools  via  National  Acad- 
emy Foundation,  a  nonprofit  group  that 
introduces  inner-city  kids  to  the  world  of 
business. 


Dirk  Ziff 

$1.5  BILLION 
Inheritance,  hedge  funds. 

New  York  City. 

42.  Married,  2  children 

Robert  Ziff 

$1.5  BILLION 
Inheritance,  hedge  funds. 

New  York  City. 

40.  Married,  2  children 

Daniel  Ziff 

$1.5  BILLION 
Inheritance,  hedge  funds. 

New  York  City. 
34.  Single 

Brothers.  Father,  William  Ziff  Jr.  (d.  2006),  built 
Ziff-Davis  publishing  empire  (PC  Magazine, 
Car  &  Driver,  Boating).  Sold  for  $1.4  billion  in 
1994,  retired  to  Florida.  Siblings  reinvest  proceeds 
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An  interview  with 
Jonathan  Rose, 

President,  The  Capital 
Gold  Group,  and 
precious  metals 

investment  strategist 


PALLADIUM 

TODAY'S  HOT  INVESTMENT 


}:  What  is  your  outlook  for  investing  in  gold  and  other 
recious  metals  right  now? 

The  world  political  and  economic  climate  continues  to 
uncertain,  making  this  an  excellent  time  for  investing  in 
!ingible  assets  like  gold.  Gold  has  put  in  a  strong  perform- 
lce,  and  there  is  no  reason  to  think  this  will  stop  soon.  But  I'm 


the  palladium  trend.  Fuel  cells  needed  for  alternative-fuel 
cars  are  another  future  growth  area.  Research  indicates 
that  palladium-based  alloys  may  play  a  crucial  role  in  fuel 
cell  technology. 


Qj  How  do  you  buy  palladium? 


ry  excited  by  what  I'm  seeing  in  the  market  for  palladium  and  think     A  Like  gold,  palladium  is  sold  in  bars  and  as  coins,  which  are  also  called 


lis  presents  a  superb  investment  opportunity. 
Why  are  you  so  positive  about  palladium? 

Palladium  is  the  most  undervalued  precious  metal  on  the  market 
day,  and  several  developments  are  about  to  change  that  dramatical- 

The  physical  properties  of  palladium  and  its  cousin, 
atinum,  make  them  highly  effective  for  use  in  automobile 
talytic  converters,  which  reduce  auto  emissions.  While 
atinum  is  now  around  $1,200  per  ounce,  palladium  is 
the  neighborhood  of  $340  an  ounce.  Consequently, 
Utomakers  have  been  shifting  over  to  the  less  expensive,  yet 
[ually  effective,  material.  General  Motors  announced  such  a 
ove  last  year,  and  DaimlerChrysler  negotiated  a  contract  for  palladi- 
n  with  Norilsk  Nickel,  the  Russian  mining  company,  in  early  2006. 

Is  this  new  thirst  for  palladium  just  a  U.S.  trend? 

No.  European  carmakers  face  tougher  emissions  standards  for  new 
rs  this  year  and  will  need  platinum  or  palladium  materials.  Then  we 
:ve  the  huge  emerging  market  of  China,  which  also  has  emissions 
ndards  for  new  cars.  As  the  middle  class  begins  to  take  hold  there, 
:  demand  for  cars  will  be  phenomenal. 


:  What  other  growth  possibilities  exist  for  palladium?         If  I 

More  than  a  quarter  of  all  platinum  is  used  in  jewelry,  t»3 
d  I  expect  that  jewelers  will  also  begin  turning  to  palladium.  v 
le  jewelry  market  in  China  is  booming,  which  will  boost 


rounds.  Precious  metals  remain  an  outstanding  alternative  investment, 
offering  safety  and  value  in  our  uncertain  times.  Anyone  who  is  interested 
in  a  safe  and  profitable  investment  should  look  at  palladium's 
performance.  I  predict  we  will  see  huge  gains  over  the  next  year,  and  those 
who  make  the  investment  will  be  pleased  with  the  results. 


Palladium  is 
a  member  of  the 
platinum  group  metals 
and  is  used  extensively 
in  the  auto 
industry. 


MAKE  PALLADIUM  PART 
OF  YOUR  PORTFOLIO 

CALL  1-800-510-9594. 


JUST  FOR  FORBES  READERS: 
Make  a  palladium  purchase  and  we  will 
add  a  free  gold  coin  to  your  portfolio. 
Please  mention  code  FB- 10906  when 
you  contact  us. 


The  Capital  Gold  Group 
www.safeasgold.com 
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^r)  via  Ziff  Brothers  Investments:  hedge  funds,  cor- 
porate  debl,  equities,  small  stake  in  DreamWorks 
m  SKG.  Passive  investors  in  Och-Ziff  Capital 
*~*"   Management  Group  hedge  fund  group. 


< 


Thomas  H.  Lee 

$1.4  BILLION 

Leveraged  buyouts.  New  York  City. 
62.  Divorced,  remarried;  5  children 

Soft-spoken  buyout  titan  had  a  tough  fall.  After 
taking  Warner  Music  public  last  May  with 
Edgar  Bronfman  Jr.,  flipped  commodities  out- 
fit Refco  in  August.  Refco  quickly  fell  apart; 
then-chief  executive  Phillip  Bennett  facing 
charges  of  securities  fraud,  conspiracy.  Com- 
pany's assets  bought  up  by  London  hedge  fund 
Man  Group.  Lee  claims  he  personally  lost  only 
$2  million.  Harvard  grad  started  investing  with 
$150,000  inheritance  1974.  Greatest  hit:  Snap- 
pie,  bought  for  $135  million  1992,  sold  to 
Quaker  Oats  for  $1.7  billion  in  1994.  Today 
invested  in  Dunkin'  Donuts,  Warner  Chilcot, 
Michael  Foods.  Left  Thomas  H.  Lee  Partners 
to  start  Thomas  H.  Lee  Equity  Partners  in 
March;  believed  to  have  been  forced  out  by 
partners,  he  says  he  wants  a  fresh  start.  Now 
leveraging  connections  with  hedge  fund  man- 
agers with  his  Blue  Star  fund-of-fund  outfit. 

Michael  Price 

$1.4  BILLION 

Investments.  Far  Hills,  N.J. 

54.  Divorced,  remarried;  4  children 

Brash  leader  of  money  management  outfit 
MFP  Investors:  more  than  $1.6  billion  under 
management,  at  least  half  believed  to  be  his. 
Today  bets  include  Sears,  Conseco,  Tyco,  AIG. 
Started  at  Heine  Securities  1975;  sole  owner  by 
1988.  Sold  company  in  1996  to  Franklin  Re- 
sources for  $670  million  and  5-year  employment 
contract.  Donated  $18  million  to  University 
of  Oklahoma  to  create  the  Price  College  of  Busi- 
ness 1997. 

Robert  Day 

$1.3  BILLION 

Money  management.  Los  Angeles. 
62.  Married,  3  children 

Founded  Trust  Company  of  the  West  1971. 
Asset-management  firm  being  incrementally  ac- 
quired by  French  bank  Societe  Generale;  today 
Day  owns  2. 1  million  shares.  Stock  up  25%  since 
last  fall.  Also  owns  550,000  acres  of  Florida  tim- 
berland,  an  1,800-acre  Mexican  golf  resort,  Cabo 
del  Sol.  Chairs  W.M.  Keck  Foundation;  $1  bil- 
lion endowment  funds  science,  liberal  arts. 


Kenneth  L  Fisher 

$1.3  BILLION 
Money  management. 

Woodside,  Calif. 

55.  Married,  3  children 

Picked  up  investing  bug  from  father,  Philip 

(d.  2004).  Dad  ran  own  investment  firm,  built 


reputation  with  buy-and-hold  philosophy,  early 
tech  investments.  Ken  worked  at  fathers  shop 
after  college,  struck  out  on  own  1973.  Father  of 
the  price/sales  ratio,  author  (Super  Stocks),  long- 
running  FORBES  columnist  lords  over  Fisher 
Investments.  Assets  under  management:  $32  bil- 
lion. History  buff  currendy  studying  interaction 
between  finance  and  behavioral  psychology.  Also 
owns  $70  million  in  California  real  estate. 

Nelson  Peltz 

$1.3  BILLION 

Leveraged  buyouts,  Bedford,  N.Y. 
64.  Divorced,  remarried;  10  children 

Famed  leveraged  buyout  maven  in  food  fight 
with  Heinz:  wants  to  oust  5  board  members  of 
the  worlds  largest  ketchupmaker,  take  over  seats 
himself.  Other  demands:  sell  assets,  cut  costs  by 
$575  million.  Owns  5.5%  stake  in  company  via 
publicly  traded  buyout  firm  Triarc.  Heinz  man- 
agement digging  in  for  proxy  battle.  Wharton 
dropout  had  first  score  with  1985  acquisition, 
merger  of  Triangle  Industries  and  National  Can. 
Sold  company  in  1990  for  $830  million  profit. 
Also  Snapple:  bought  from  Quaker  Oats  for 
$300  million;  sold  3  years  later  for  $1.5  billion. 


Thomas  Bailey 

$1.2  BILLION 

Mutual  funds.  Aspen,  Colo. 

69.  Divorced,  2  children 

Michigan  State  grad  left  Wall  Street  in  1969  for 
a  fresher  perspective  on  markets;  moved  to  Den- 
ver, founded  mutual  fund  giant  Janus.  Enjoyed 
exceptional  returns  during  bull  markets  of 
1980s,  1990s;  became  fourth-largest  mutual  fund 
company  in  the  country.  Losses  mounted  in 
2000;  resigned  chief  exec  post  2002.  Stepped 
down  as  chairman  2  years  later  amid  industry's 
market-timing  scandal;  Janus  fund  managers  ac- 
cused of  giving  preferential  treatment  to  short- 
term  investors.  Company  settled  with  regulators 
for  $100  million.  Stock  has  changed  little  since. 

Israel  Englander  OD 

$1.2  BILLION 
Hedge  funds.  New  York. 
58.  Married,  3  children 

Brooklyn-raised  hedge  fund  titan  dropped  out 
of  NYU's  M.B.A.  program  to  work  on  Wall 
Street.  Met  first  business  partner,  Ivan  Boesky 
protege  John  Mulheren,  on  floor  of  American 
Stock  Exchange.  Duo  founded  Jamie  Securi- 
ties; firm  collapsed  after  Mulheren  convicted 
for  insider  trading.  Founded  Millennium 
Partners  hedge  fund  outfit  1990  with  $35  mil- 
lion; returned  17%  net  of  fees  annually  since. 
Today  manages  $7.5  billion.  "Izzy"  hates 
losses:  fires  traders  who  lose  a  predetermined 
amount  of  money.  Stiff  fees:  charges  20%  of 
profits,  plus  up  to  4%  of  assets.  Settled  illegal- 
trading  charges  with  SEC  for  $180  million  in 
December;  employees  created  100  legal  shell 
companies  in  a  fraudulent  scheme  to  market- 
time  mutual  funds.  Personally  paid  $30  million. 
Lives  in  Manhattans  famed  740  Park  building. 

J.  Christopher  Flowers 

$1.2  BILLION 

Investments.  New  York  City. 
48.  Married,  2  children 

Chess-playing  Harvard  grad  got  start  as 
dealmaker  for  Goldman  Sachs;  made 
partner  1988.  Left  to  start  J.C.  Flowers 
&  Co.  buyout  shop  10  years  later.  With 
Ripplewood  Investments,  bought  Long 
Term  Credit  Bank  of  Japan  in  2000; 
renamed  Shinsei  Bank,  cut  jobs,  fixed  bal- 
ance sheet.  Partners  reaped  $2.3  billion  in 
2004  public  offering;  Flowers'  stake  worth 
$540  million  today.  Other  investments: 
Enstar  (financial  services),  NIBC  (private 
Netherlands  bank). 
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 — - —  Dream  the  impossible,  - — — - — 

not  -so -impossible, 
merely  improbable, 

hey-I-can-do-this  dream. 


vre  you  part  of  the  "can-do"  generation?  The  generation  of  people 
evolutionizing  retirement  by  chasing  their  dreams— as  well  as  their 
irandchildren?  At  Lincoln  Financial  Group,  we  have  a  full  array  of  tools  to 
ielp  you  balance  protection  with  growth  potential,  and  meet  income  needs 
lat  change,  like  yourself,  over  time.  For  more  retirement  income  solutions, 
ee  your  financial  advisor,  visit  LFG.com/retire  or  call  1-877-ASK-LINCOLN. 

etirement     Investments     Financial  Planning     Life  Insurance 


□  Lincoln 


Financial  Group® 

Hello  future: 


ramie  distributed  by  Lincoln  Financial  Distributors,  Inc.,  member  NASD,  SIPC  Insurance  offered  through  Lincoln  affiliates.  Lincoln  Financial  Group  is  the  marketing  name  for  Lincoln  National  Corp.  and  its  affiliates.  ©2006  Lincoln  National  Corp. 
30503-0366 
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l/Ti  William  Gross 

[JjJ  $1.2  BILLION 

■j^i  Bonds.  Laguna  Beach,  Calif. 

Jj^|  62.  Divorced,  remarried;  3  children 

World's  biggest  bond  trader  got  start  gambling. 
Duke  grad  arranged  a  Kentucky  Derby  pool 

ZEZ  in  college;  spent  a  summer  as  a  slots  worker 
at  Harrahs  in  Lake  Tahoe.  Then  Vegas:  turned 

^£  $200  into  $  1 0,000  in  4  months  playing  black- 
jack.  M.B.A.  from  UCLA,  became  securities 
analyst  at  Pacific  Life.  Discovered  how  to  make 
money  with  bonds:  trade,  don't  buy  and  hold. 
Handed  $10  million  portfolio  to  manage 
1973;  earned  $20  million  bonuses  1980s. 
Bond  division  spun  off  to  create  Pimco.  Pub- 
lic 1994.  Sold  to  German  insurance  giant  Al- 
lianz  AG  for  $4.7  billion  in  2000;  personally 
made  more  than  $400  million.  Avid  collector 
owns  every  stamp  produced  in  the  U.S.  be- 
tween 1847  and  1869,  including  rare  "Z  Grill" 
depicting  Benjamin  Franklin;  only  2  known 
to  exist. 

Jerome  Kohlberg 

$1.2  BILLION 

Leveraged  buyouts.  Mount  Kisco,  N.Y. 
81.  Married,  4  children 

Harvard  M.B.A.  left  Bear  Stearns  in  1976  to  start 
buyout  firm  KKR  with  Henry  Kravis  and 
George  Roberts  (see  both);  bought  undervalued 
companies  using  debt,  cleaned  up  balance 
sheets,  sold  for  profits.  First  leveraged  buyout: 
Houdaille  Industries  for  $355  million  1979. 
Opposed  to  hostile  takeovers,  patriarch  of  firm 
left  in  1987;  missed  out  on  famed  $25  billion 
takeover  of  RJR  Nabisco.  Founded  Kohlberg  & 
Co.;  retired  1994.  Son  James  now  in  control.  Gives 
via  Kohlberg  Foundation:  Rainforest  Alliance, 
Consumers  Union. 

Wilbur  Ross  Jr. 

$1.2  BILLION 

Leveraged  buyouts.  Palm  Beach,  Fla. 
68.  Twice  divorced,  remarried; 

2  children 

Shrewd  financier  made  fortune  buying  up 
distressed  companies  in  tired  industries  like 
coal,  steel  and  textiles;  cleans  up  balance 
sheet,  improves  management,  sells  for  profit. 
Lawyer's  son  parked  cars  at  racetrack  in 
Monmouth,  N.J.  Summer  job  on  Wall  Street, 
joined  Rothschild  1976.  Started  own  private 
equity  fund  1997;  founded  WL  Ross  &  Co. 

3  years  later.  Sold  International  Steel  Group 
to  Indian  billionaire  Lakshmi  Mittal  in  2004 
for  $4.5  billion;  created  worlds  largest  steel 


company.  Personally  netted  $210  million 
following  public  offering  of  International 
Coal  Group  last  December.  Took  heat  in  Jan- 
uary after  12  coal  miners  suffocated  after  an 
explosion  in  Sago,  W.  Va.;  WL  Ross  in  part 
owns  the  mine,  which  had  a  history  of  safety 
violations.  Now  selling  out:  money-manage- 
ment outfit  Amvescap  buying  control  of 
WL  Ross  for  up  to  $375  million,  though  he's 
not  ceding  ownership  in  his  $4.5  billion 
equity  firms. 

Richard  Mellon  Scaife 

$1.2  BILLION 
Investments.  Pittsburgh,  Pa. 
74.  Twice  divorced;  3  children 

Staunch  conservative  with  tremendous 
political  clout.  Great-grandson  of  Richard 
Beatty  Mellon  is  heir  to  T.  Mellon  &  Sons 
banking  fortune.  Owns  Pittsburgh's 
Tribune-Review,  slew  of  Pennsylvania  radio 


stations.  Aids  in  the  dissemination  of  right 
wing  policy  via  think  tank  Heritage  Foun- 
dation; also  bankrolls  Center  for  the  Study 
of  Popular  Culture.  Perhaps  best  known  for 
unsuccessful  "Arkansas  Project"  effort  to  dig 
up  dirt  on  Bill  Clinton. 

Alfred  R  West 

$1.2  BILLION 

SEI  Investments.  Paoli,  Pa. 

63.  Married,  3  children 

Dreamed  of  becoming  an  astronaut;  didn't 
make  the  cut  because  of  poor  eyesight.  Studied 
aerospace  engineering  at  Georgia  Institute  of 
Technology,  applied  know-how  to  bank  trans- 
actions. Founded  Simulated  Environments  as  a 
grad  student  at  Wharton  1968.  Developed  early 
model  for  automating  back-office  operations  for 
banks  and  financial  institutions;  also  computer 
simulator  that  trained  bank  loan  officers  in  credit 
lending  practices.  Expanded  into  asset  manage  - 
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ment,  private  equity.  Today  SEI  Investments 
manages  $160  billion  in  assets.  Stock  up  25% 
since  last  fall.  Quail,  dove  hunter. 

Alec  Gores 

$1.2  BILLION 

Leveraged  buyouts.  Beverly  Hills,  Calif. 
53.  Divorced,  remarried;  5  children 

Buyout  specialist  migrated  with  family  from 
Israel  1968.  Founded  Gores  Technology  Group 
1987  after  selling  computers  out  of  his  fathers 
basement.  Prefers  to  buy  divisions  of  technol- 
ogy firms,  merge  them  together.  Conglomerate 
now  has  1 1  companies,  including  Real  Software, 
Proxicom,  Wire  One  Communications. 

James  E.  Cayne 

$1.1  BILLION 

Bear  Stearns.  New  York  City. 
72.  Married,  2  children 
Colorful  leader  of  tighdy  run  New  York  invest- 
ment bank  Bear  Stearns.  Sold  scrap  iron,  then 
moved  to  New  York  to  play  bridge  full-time. 


Wall  Street  legend  Alan  (Ace)  Greenberg 
admired  his  card  skills,  hired  him  as  a  stock- 
broker 1969.  Earned  stripes  during  New  York 
City's  1970  financial  crisis  making  a  market  for 
city's  bonds;  made  Bear  a  fortune,  helped  city 
skirt  bankruptcy.  Became  chief  in  1993,  chair- 
man 2001.  Stock  up  30%  since  last  fall. 

Jonathan  Lovelace  Jr. 
&  family  ao 

$1.1  BILLION 

Mutual  funds.  Los  Angeles. 

79.  Married,  4  children 

Alabama-raised  father,  Jonathan  Sr.,  started 
picking  stocks  at  a  Detroit  brokerage  late  1920s. 
Feared  market  was  faltering;  sold  off  stocks, 
moved  to  California  a  few  months  before  1929 
crash.  Founded  Capital  Research  &  Management 
2  years  later;  emphasized  fundamentals  research, 
conservative  buy-and-hold  philosophy.  Sold  off 
most  of  company  to  executives.  Jon  Jr.  studied 
at  Princeton,  started  out  analyzing  aerospace 


stocks.  Took  reins  1964,  followed  Dad's  risk- 
averse  approach.  Today  Capital  Groups  Co.  man- 
ages $1  trillion,  including  $850  million  in 
American  Funds,  nation's  third-largest  mutual 
fund  company.  Offers  just  29  investment  funds, 
one-fifth  of  Vanguard  and  Fidelity.  Funds  divided 
into  slices:  each  manager  responsible  for  their 
small  slice;  smooths  out  volatility.  No  market- 
ing department;  picks  up  new  customers  hav- 
ing brokers  peddle  their  funds.  Privately  held  firm 
has  400  shareholders;  family  owns  a  little  less  than 
10%.  Son,  Robert,  now  at  the  helm. 

Gary  West  00 

$1.1  BILLION 

Communications.  Omaha. 
60.  Married 

Mary  West  ao 

$1.1  BILLION 

Communications.  Omaha. 
60.  Married 

Husband  and  wife.  Gary:  raised  in  Iowa;  set 
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THE  FLAVOR  IS  TENDER,  JUICY,  SAVORY. 

The  benefits,  including  less  fat,  calories  and  cholesterol  than  beef, 
iabound. 

The  experience  is  hard  to  explain,  but  you'll  know  it  when  it  hits 
i/ou  with  a  resounding  "Yippee  ki  yi  yay!" 

Five  Herds  bison  is  a  true  taste  of  the  American  west  -  sent 
straight  to  your  doorstep.  Range-raised  and  grass-fed,  it's  healthy 
iand  full  of  delicious  red  meat  flavor.  Perfect  for  casual  cookouts  . 
and  gourmet  dinners. 


So  throw  some  Five  Herds  bison  on  the  grill.  Or  the 
campfire.  It  won't  take  much  to  get  you  in  that  western 
frame  of  mind. 


Place  your  order  today! 


Give  us  a  call  at 

1-888-543-7371 


Or  visit 

www.fiveherds.com/forbes 


MAKE  THE  HOLIDAYS  MEMORABLE  - 

Send  your  friends  and  family  gifts  from  Five  Herds! 
Call  or  visit  our  website  for  more  information. 


Chef  Forrest  D.Waldo  II.C.E.C. 

Five  Herds  Chef 

Five  Herds  Chef  Forrest  D.  Waldo  has 
spent  20  years  honing  his 
gourmet  culinary  skills  in 
some  of  the  country's  top 
restaurants.  He  now  puts 
~  ■  i        his  talents  to  use  in  an 
effort  to  bring  the  flavor  and  all-natural 
quality  of  bison  into  the  mainstream  diet. 
Described  as  having  "the  most  refined 
palate  for  bison  in  North  America," 
Chef  Waldo  continues  to  perfect  the 
steaks  and  recipes  we  bring  to  you. 


FIVE  HERDS 

TRADING  CS 


*   *  X  *  X 


AN  EXCLUSIVE  DISCOUNT  FOR  FORBES  READ 

Mention  your  Forbes  subscription  and  receive  15%  OFF  your  order. 


up  pins  at  parents'  bowling  alley.  Studied  at 
Dana  College,  then  Vietnam.  Returned  home, 
spent  7  years  as  an  administrative  assistant  at 
a  Nebraska  hospital.  Mary:  moved  to  Omaha 
from  Florida  as  a  teenager.  Graduated  high 
school,  became  secretary  at  Falstaff  Brewing. 
Couple  married  1968.  Founded  WATS  Tele- 
marketing 1978;  sold  to  First  Data  Resources 
2  years  later.  Started  West  Telemarketing 
1986.  Switched  to  computer  answering  serv- 
ices when  government  placed  restrictions  on 
cold-calling.  Also  scored  with  teleconferenc- 
ing, over-the-phone  debt  collection.  West 
Corp.  public  1996.  Sales  in  2005:  $1.5  billion. 
In  May  went  private  with  Thomas  H.  Lee 
Partners  and  Quadrangle  Group.  Duo  will 
receive  $1.6  billion,  20%  of  new  company. 
Horse-racing  fans  have  fallen  short  4  times  at 
the  Kentucky  Derby. 

Samuel  Wyly 

$1.1  BILLION 

Investments.  Dallas. 

71.  Twice  divorced,  remarried; 

6  children 

"Wyly  Coyote"  under  investigation  for  using 
illegal  offshore  tax  shelters  to  buy  art,  luxury 
items;  also  rattled  by  investigation  into  poten- 


tially backdated  stock-option  grants  he  made 
while  head  of  Michaels  craft  stores  outfit. 
Louisiana  natives  parents  ran  a  local  news- 
paper. Sam  cleaned  presses,  sold  ads;  then 
studied  at  Louisiana  Tech.  Worked  at  IBM, 
Honeywell.  Founded  supercomputer  operator 
University  Computing  with  $1,000  in  1963; 
$57  million  (sales)  by  1968.  Added  invest- 
ments in  insurance,  oil,  restaurants.  Bought 
controlling  interest  in  arts-and-crafts  chain 
Michaels  Stores  1982;  shares  bought  out  by 
Bain  Capital  and  Stephen  Schwarzmann's 
(see)  Blackstone  Group  for  $6  billion  in  July. 
Sold  Sterling  Software  to  Computer  Associ- 
ates in  2000  for  $4  billion.  Also  director, 
largest  stockholder,  of  clean-energy  producer 
Green  Mountain  Energy. 

Elizabeth  Wiskemann 

$1.1  BILLION 

Mutual  funds.  San  Rafael,  Calif. 

Widowed,  3  children 

Reserved  widow  of  Swiss  billionaire  R.  Mar- 
tin Wiskemann  (d.  2001),  former  manager  of 
Franklin  Resources'  precious  metal  fund. 
Took  pride  in  "sticking  to  quality  companies 
whose  mines  have  a  long  life  span."  Elizabeth: 
inherited  6%  stake  in  money  management 


outfit,  now  selling  shares.  Member  of 
Mechanics'  Institute  library  and  chess  club. 

Louis  Bacon 

$1  BILLION 

Hedge  funds.  London. 

50.  Divorced,  remarried;  6  children 

Press-shy  hedge  fund  operator  grew  up  in 
Raleigh,  N.C.  Taunted  by  peers  for  wearing 
glasses.  Bookworm  studied  literature  at 
Middlebury  College,  took  summer  job  on 
sportfishing  boat  where  he  met  former  New 
York  Stock  Exchange  board  member  Walter 
Frank.  Took  Frank's  advice  and  enrolled  in 
Columbia  Business  School.  Launched 
Moore  Capital  hedge  fund  group  1989:  pre- 
dicted Gulf  War's  effect  on  oil,  returned  a 
career-high  86%.  Today  macro-minded 
Moore  Capital  has  4  funds.  Total  assets 
under  management:  more  than  $10  billion. 
Flagship  fund,  Moore  Global  Investments, 
has  returned  24%  since  1990;  brought  in 
16%  net  of  fees  last  year.  Big-game  afi- 
cionado hosts  hunting  parties  on  435-acre 
Robin's  Island  in  Long  Island  Sound. 
Recently  paid  rock  band  The  Pretenders  to 
perform  at  his  birthday  party. 

Thomas  Barrack  Jr.  czo 

$1  BILLION 

Colony  Capital.  Santa  Barbara,  Calif. 
59.  Divorced,  remarried;  4  children 

Son  of  Lebanese  immigrants  studied  at 
U  of  Southern  California,  then  University 
of  San  Diego  Law  School.  Started  in  real 
estate  development,  moved  on  to  invest 
with  Robert  Bass  (see).  Founded  Colony 
Capital  1991,  bought  up  bad  real  estate 
loans  from  busted  S&Ls.  Now  owns  casinos 
in  Atlantic  City,  Gulf  Coast  and  Europe, 
plus  luxury  hotels  and  apartment  buildings. 
Bought  Raffles  Hotel  in  Singapore  last  year; 
then  teamed  up  with  Prince  Alwaleed  bin 
Talal  Alsaud  to  buy  Canada's  Fairmont 
hotels  earlier  this  year.  Now  duo  scouring 
the  Middle  East  and  North  Africa  for 
future  hotel  and  resort  projects.  Splits 
time     between     his     Santa  Barbara 
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mansion  and  his  $3,000-a-night  Costa 
\aS  Smeralda  resort  in  Sardinia.  Avid  surfer, 
jjjjjjjjj    polo  player. 


to 


Robert  Friedland 

$1  BILLION 
Mining.  Singapore. 
56.  Married,  3  children 

Chicago-born  "Toxic  Bob"  made  first  fortune  after 
stumbling  onto  one  of  the  worlds  largest  nickel 
deposits  in  Voisey's  Bay,  Nfld.  Pocketed  first  for- 
tune brokering  sale  of  nickel-rich  property  to 
Inco.  Now  touting  copper  and  gold  deposits  dis- 
covered in  Mongolia  by  publicly  traded  Ivan- 
hoe  Mines.  Also  claims  to  have  found  energy- 
potent  coal  deposits  in  Mongolia;  claims  they 
are  "the  beluga  caviar  of  coal."  This  year 
stepped  down  as  chief  exec,  says  he's  not  retir- 
ing. Focused  on  fighting  regulatory  battle  with 
Mongolian  government,  which  has  passed  a 
windfall  profit  tax  on  copper  and  gold  mining. 

Richard  Fuld  cro 

$1  BILLION 

Lehman  Brothers.  Greenwich,  Conn. 
60.  Married,  3  children 

Gruff  chief  executive  of  investment  bank 
Lehman  Brothers.  New  York  native  studied 
aeronautical  engineering  before  switching 
to  international  business  in  senior  year  at 
Colorado  College.  First  job:  trading  com- 
mercial paper  for  Lehman  1969.  Became 
partner  1978  a  day  before  getting  married; 
anointed  CEO  1993.  Helped  restore  com- 
pany following  spinoff  from  Amex: 
recruited  top  bankers  and  brokers,  gave 
stock  options  to  most  employees,  created 
culture  of  teamwork.  Public  offering  1994; 
shares  up  eightfold  since.  Last  year  boasted 
$3.3  billion  in  profits,  up  90%  since  2003. 
Biggest  deal  this  year:  NYSE  Group's  $1.8 
billion  stock  offering. 

Ira  Rennert 

$1  BILLION 

Investments.  New  York  City. 
72.  Married,  3  children 

Former  credit  analyst  made  fortune  issuing  junk 
bonds  secured  by  metals  companies  he 
acquired;  stopped  interest  payments,  sent  com- 
panies into  bankruptcy,  bought  company  assets 
back  for  pennies  on  the  dollar.  Bought  military 
contractor  AM  General  for  $133  million  in 
1992;  maker  of  U.S.  Army's  all-terrain  Humvee 
vehicles  created  luxury- SUV  market  with 
2.5-ton  Hummer.  Sold  majority  stake  to 


Ronald  Perelmans  (see)  MacAndrews  &  Forbes 
holding  company  for  $930  million  in  2004. 
Construction  now  finished  on  his  palatial 
compound  in  the  Hamptons:  100,000  square 
feet,  29  bedrooms,  2  bowling  alleys,  39  bath- 
rooms, parking  for  200  cars;  68-acre  beachfront 
estate  almost  -fills  entire  page  on  Google  Maps. 

Julian  Robertson 

$1  BILLION 

Money  management.  New  York  City. 
74.  Married,  3  children 

Revered  macro  hedge  fund  manager  returned 
cash  to  investors  from  his  Tiger  Fund  2002 
after  suffering  2  years  of  tech-related  losses; 
personally  netted  $570  million.  Today  Tiger 
now  manages  money  for  1  client:  Robertson. 
North  Carolina  native  took  job  as  a  sales 
trainee  at  Kidder,  Peabody  age  25.  At  42 
headed  Kidder's  money  management  arm. 
Raised  $8.8  billion  to  start  Tiger  Management 
fund  (named  after  his  moniker  for  people  he 
likes).  Became  world's  biggest  hedge  fund. 
Mentor  to  the  next  generation  of  hedge  fund 
gurus,  including  Ken  Griffin  and  Louis 
Bacon  (see  both);  many  of  his  "Tiger  Cubs" 
are  graduates  of  University  of  Virginia.  Now 
trying  to  make  new  fortune  in  wine.  Started 
R.P.  Imports  last  year  to  bring  5  selections  of 
his  New  Zealand  TeAwa  label  to  major  U.S. 
markets.  Obsessed  with  New  Zealand:  in 
addition  to  vineyards,  built  golf  courses,  pri- 
vate resorts  there. 


David  E.  Shaw 

$1  BILLION 

Hedge  funds.  New  York  City. 
55.  Married 

Computer  science  professor  left  Columbia 
to  trade  on  Wall  Street;  joined  Morgan 
Stanley's  quantitative  trading  unit  1986. 
Launched  eponymous  hedge  fund  2  years 
later.  Son  of  efficient-markets  theorist  made 
fortune  exploiting  market  inefficiencies 
with  sophisticated  computer  models.  Now 
manages  $24  billion.  Strong  investment  in 
human  capital:  devotes  an  "unusually  large" 
portion  of  its  budget  to  recruitment;  only 
1  in  500  applicants  accepted.  No  longer 
involved  in  day-to-day  operations.  Now 
pursuing  biosciences  passion:  funding  med- 
ical research  using  computational  tech- 
niques to  develop  drugs.  Hopes  to  advance 
medicine  with  a  small  group  of  geniuses 
and  lots  of  powerful  computers. 

Kenneth  Langone 

$1  BILLION 

Investments.  Sands  Point,  N.Y. 
71.  Married,  3  children 

Queens-born  investment  banker  made 
small  fortune  taking  Ross  Perot's  Electronic 
Data  Systems  public  in  1968.  Made  hun- 
dreds of  millions  providing  seed  money  for 
Home  Depot.  Still  in  spotlight  as  defendant 
in  N.Y.  Attorney  General  Eliot  Spitzer's  law- 
suit over  pay  package  awarded  to  former 
NYSE  chief  Richard  Grasso;  trial  set  to 
begin  in  mid-October.  Staunchly  defends 
his  role  as  chair  of  Big  Board's  compensa- 
tion committee.  More  trouble:  shareholder 
outrage  over  Home  Depot  Chief  Executive 
Robert  Nardelli's  oversize  pay  package  and 
how  he  botched  the  annual  meeting. 

Dwight  Opperman 

$1  BILLION 

Publishing.  Dellwood,  Minn. 
83.  Widowed,  2  children 

Used  courts  to  get  rich — without  filing  friv- 
olous lawsuits  or  becoming  a  lawyer.  Rose 
through  ranks  at  legal-document  publisher 
West  Publishing  (text  publishing,  then  West- 
Law  database),  took  control  1968.  Sold  to 
Thompson  Corp.  for  $3.4  billion  1996.  Moved 
assets  into  Key  Investment  holding  company 
(publishing,  medical  tech).  Son  Vance  runs 
Key,  also  serves  as  Democratic  Party 
fundraiser,  part-owner  of  Minnesota  Wild 
hockey  team. 
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Across  market  cycles.  Over  generations.  Beyond  expectations. 
The  Practice  of  Wealth  Management.® 

@  Mellon 

Wealth  Planning  •  Investment  Management  •  Private  Banking  •  Family  Office  Services  •  Business  Banking  •  Charitable  Gift  Services 
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rRADED  FUN 


Exchange  Traded  Funds  (ETFs)  are  no  longer  the  exotic  products  mo 
nvestors  thought  them  to  be  just  a  few  years  ago.  They've  gone  mai 
and  savvy  investors  who  want  to  use  them 
panoply  of  products  baff 


Got  Yield? 


d  easy  way 
portfolio  is  with  the 
Bjrvidend  ETF  (SDY),  which  offers 
s  all  the  benefits  of  an  exchange 
fund  as  well  as  a  quarterly  dividend 
that  is  expected  to  be  100%  qualified  divi- 
dend income. 

SDY,  like  all  ETFs,  passively  tracks  an 
index.  In  this  case,  SDY  holds  all  the  stocks 
in  the  S&P  High  Yield  Dividend  Aristocrats™ 
Index,  which  means  investors  can  gain 
exposure  to  50  high  dividend-yielding 
stocks  in  a  single  trade.  Like  buying  any 
stock  that  trades  on  exchange,  SDY's  costs 
include  a  brokerage  commission  and  a  low 
management  fee  of  30  basis  points  per  year. 
Because  SDY  offers  tactical  exposure  to 
high-quality  companies  with  at  least  25 
years  of  successive  dividend  increases,  sin- 
gle stock  risk  and  industry  concentration  is 
largely  diversified  away. 

The  S&P  High  Yield  Dividend 
Aristocrats  Index  provides  a  3.4%  yield, 
which  compares  favorably  to  the  1.9%  yield 
of  the  S&P  500®  Index.  Over  the  past  five 
years,  the  Index's  yield  ranged  between 
3.2%  and  4.2%.  Gaining  income  has  never 
before  been  so  simple  or  so  tax  efficient 


d  &  Poors',  S&P*,  S&P  50C 
Poor's  500",  Standard  &  Poor's  Depository 
Receipts",  SPDRs",  Select  Sector  SPDR",  Select 
Sector  SPDRs*  and  Select  Sector  Standard  & 
Poor's  Depository  Receipts"  are  trademarks  of 
The  McGraw-Hill  Companies,  Inc.,  and  have 
been  licensed  for  use  by  State  Street  Bank  and 
Trust  Company.  The  Products  are  not  spon- 
sored, endorsed,  sold  or  promoted  by  Standard 
Poor's  and  Standard  &  Poor's  makes  no  repre- 
sentation regarding  the  advisability  of  investing 
in  the  Product. 

nsider  the  investment 
;s  and  expenses  of  the 
esting.  A  prospectus  that 
information  about  the 
»y  calling  800-997-7327. 


Investors  should  < 
objectives,  risks,  char 
fund  carefully  before  ir 
contains  this  and  oth 
fund  can  be  obtained 


Read  the  prospecu-  before  investing. 

Distributor:  State  Street  G'obal  Markets,  LLC, 
member  NASD,  SIPC. 
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As  ETFs  have  soared  in  popularity,  so  have  the  offering 
and  assets.  The  global  ETF  market,  which  at  the  em 
i  of  June  2006  was  $487.1  billion  strong,  is  predicted 
I  to  exceed  $2  trillion  by  201 1 ,  according  to  Debbie 
Fuhr,  executive  director  of  Morgan  Stanley  in  London.  Just 
five  and  a  half  years  ago,  ETFs  worldwide  quietly  held 
$74.3  billion  in  their  collective  coffers. 


Today,  the  number  of  ETFs  continues  to 
grow  at  a  rapid  clip,  approaching  nearly  300 
at  the  end  of  the  third  quarter  in  the  U.S. 
alone,  and  offering  exposure  to  just  about 
every  conceivable  corner  of  the  investment 
market.  ETFs,  which  are  a  type  of  indexed 
mutual  fund  that  trades  like  a  stock  on  an 
exchange,  attract  attention  because  they  are 
cheap  (there  are  no  hidden  fees  or  loads) 
and  easy  to  buy  or  sell  (there  are  no  mini- 
mum holding  periods). 

Faced  with  a  bewildering  number  of 
ETFs  offering  similar  exposure  to  a  market 
or  asset  class,  investors  can  find  buying  the 
right  ETF  a  challenge.  Examining  the  index 
that  forms  an  ETF's  backbone  and  the  firm 
standing  behind  the  ETF  is  the  first  step  in 
adding  these  products  to  a  portfolio. 

Finding  Core  Products 

Vanguard  Group,  Inc.  is  one  of  the  oldest 
and  best-known  indexing  mutual  funds  in 
the  country,  and  when  it  applied  its  indexing 
expertise  to  a  line  of  ETFs  in  2001,  it  created 
solid  products  appealing  to  a  host  of  investors 
with  different  investment  objectives.  "The 
ETF  market  for  us  is  about  bringing  out 
diversified,  low-cost,  core  products,"  says 
Noel  Archard,  a  Vanguard  principal. 

Vanguard's  ETFs  are  unusual  in  the  ETF 


world  because  they  are  generally  t 
cheapest  in  the  industry  and  are  all  she 
classes  of  larger  Vanguard*  mutual  fun 

Investors  who  want  a  Vanguard  produ 
but  want  to  be  able  to  trade  it  during  the  c 
or  hold  it  short-term,  see  its  ETFs  as  ti 
solution.  They  get  the  exact  exposure  th 
want  with  the  ETF,  and  they  don't  have 
worry  about  running  afoul  of  the  muti 
fund  industry's  short-term  holding  limit 

Vanguard's  26  ETFs  cover  a  broad  rar 
of  size,  style  and  country  as  well  as  si 
sectors.  Across  the  product  line,  assets  h 
nearly  doubled  to  $16  billion  at  the  end 
July  from  $8.5  billion  12  mpnths  ago.  "C 
ETFs  are  quietly  and  successfully  growi 
in  the  background  of  the  general  E 
boom,"  says  Archard. 

But  it's  not  just  about  launching  produc 
It's  also  about  "putting  together  content  a 
services  to  support  the  investors  that 
them,"  he  says.  Vanguard's  Web  site  has  i 
tools  to  help  investors  see  how  an  E 
would  function  in  their  portfolio,  a  cost  c 
culator  to  help  unearth  the  price  differei 
between  a  traditional  fund  and  an  ETF,  a 
programs  that  focus  on  designing  portfol 
for  a  specific  purpose,  like  retirement. 

Tailoring  portfolios  to  meet  individ 
needs  often  pivots  on  their  core  investmec 
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I  Capital  Markets 

PovprShares  is  Leading  th(  with 
unique  indexes  designed  to  beat  the  conventional  market. 


PowerShares  Capital  Management  LLC  has  big  ambitions.  The 
Vheaton,  Ill.-based  firm  is  placing  itself  squarely  at  the  forefront  of 
le  intelligent  ETF  revolution.  Since  launching  its  first  two  ETFs 
iree  years  ago,  the  innovative  firm  that  keeps  adding  head-turning 
roducts  to  its  lineup  is  focusing  on  smart  index  design. 
By  the  end  of  2006,  PowerShares  is  on  track  to  be  one  of  the 
rgest  providers  of  ETFs  in  the  U.S.,  with  as  many  as  77  ETFs  cov- 
•ing  just  about  every  nook  and  cranny  in  the  market.  ETFs,  a  form 
indexed  mutual  fund  that  trade  throughout  the  day  on  an 
change  like  a  stock,  have  soared  in  popularity  because  they  are 
expensive  to  own,  can  readily  be  bought  or  sold  and  can  be  used 
implement  a  variety  of  investment  strategies  from  going  short  to 
dging  market  fluctuations. 

There  are  PowerShares  ETFs  from  micro  cap  to  large  cap;  value  and 
owth;  international,  such  as  a  China  ETF  (PGJ)  and  an  India  ETF;  a 
ries  of  dividend  ETFs,  including  a  high  yield  Dividend  Achievers 
EY);  and  some  innovative  slivers  like  clean  energy  (PBW),  water 
sources  (PHO),  nanotechnology  (PXN)  and  commodities  (DBC). 
PowerShares  also  has  a  family  of  11  FTSE  RAFI  ETFs  based  on 
undamental"  indexes.  These  ETFs  are  designed  to  provide  investors 
th  better  exposure  to  the  market  than  conventional  benchmarked 
'oducts.  Most  ETFs  track  traditional  cap  weighted  indexes  built  for 
easuring  market  movements,  and  overweight,  overvalued  stocks 


and  underweight,  undervalued  stocks.  The  PowerShares  FTSE  RAFI 
ETFs,  however,  track  indexes  that  weigh  index  components  based  on 
the  size  of  their  sales,  cash  flow,  book  value  and  dividends,  which 
results  in  an  index  —  and  ETF  —  that  weights  a  company  by  its  actual 
size  and  not  what  the  market  expects  it  to  be  in  the  upcoming  year. 

All  of  PowerShares'  ETFs  are  built  for  performance  and  their  indexes 
are  custom-made  to  add  value.  Its  two  initial  products,  Dynamic 
Market  Portfolio  (PWC)  and  Dynamic  OTC  Portfolio  (PWO),  track 
novel  indexes  called  Intellidexes  and  introduced  the  concept  of 
enhanced  indexing  to  the  ETF  industry. 

Intellidexes,  which  are  designed  and  maintained  by  the  American 
Stock  Exchange,  attempt  to  identify  inefficiencies  in  the  market  to 
provide  opportunities  for  out-performance.  Using  rules-based  quan- 
titative analysis,  these  "intelligent  indexes,"  as  PowerShares  describes 
them,  bring  a  hint  of  active  management  to  the  ETF  world.  That  active 
management  factor  is  enhanced  by  the  Intellidexes  being  rebalanced 
and  reconstituted  quarterly,  whereas  most  indexes  do  it  annually. 

In  fact,  all  PowerShares  ETFs  are  rebalanced  quarterly,  whether 
they  are  Intellidexes  or  not.  Even  though  this  process  leads  to 
increased  portfolio  turnover,  which  PowerShares  estimates  to  be 
around  the  level  of  most  active  fund  managers,  these  ETFs,  due  to 
their  tax-efficient  structure,  have  produced  no  capital  gains  distri- 
butions to  date. 


Looking  to  Fundamentals 
Rather  Than  Price 
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dd  consider  investment 
objectives,  risks,  charges  and  expenses  care- 
fully before  investing.  For  a  copy  of  the 
prospectus,  which  contains  this  and  other 
information  about  the  Funds,  call 
800.983.0903  or  visit  our  Web  site  at 
www.powershares.com  for  a  prospectus. 
Please  read  the  prospectus  carefully  before 
investing.  There  are  risks  involved  with 
investing  in  ETFs,  including  the  possible 
loss  of  money.  PowerShares  funds  are  not 
actively  managed  and  are  subject  to  risk 
Similar  to  stocks,  including  those  related  to 
00ft  selling  and  margin  mainiainence. 
ALPS  Distributors,  Inc.  is  the  distributor  of 
the  PowerShares  Exchange  Traded  Fund 
Trust. 
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"You  can't  get  simpler  than  TMW. 
It's  the  most  comprehensive  ETF  in  the 
market,  and  it  puts  to  one  side  whether 
you  should  be  in  growth  or  value, 
large  cap  or  small." 
—  Jim  Ross,  Senior  Managing 

Director  of  State  Street 

Global  Advisors  in  Boston 


tin 


While  there  are  many  ETFs  in  the  market  that 
could  serve  as  the  cornerstone  of  a  well- 
balanced  portfolio,  there  is  none  so  broad  as 
the  streetTRACKS*  Total  Market  ETF 
(TMW).  This  ETF,  which  tracks  the  Dow  Jones 
Wilshire  Total  Market  Index,  is  a  well- rounded 
product  and  the  broadest  of  the  broad.  It  offers 
exposure  to  the  entire  U.S.  equity  market  in 
one  easy  trade  for  a  low  20  basis  points. 

"You  can't  get  simpler  than  TMW,"  says 
Jim  Ross,  senior  managing  director  of  State 
Street  Global  Advisors  (SSgA)  in  Boston. 
"It's  the  most  comprehensive  ETF  in  the 
market,  and  it  puts  to  one  side  whether 
you  should  be  in  growth  or  value,  large  cap 
or  small."  Investors  looking  to  round  out 
the  U.S.  portion  of  their  portfolio  can  add 
to  TMW  by  over-  or  under-weighting  one 


or  a  combination  of  the  nine  othe; 
streetTRACKS  holding  subsets  of  the  Total 
Market.  These  ETFs  slice  the  larger  indej 
into  small-,  mid-  and  large-cap  growth  anc 
value  market  segments. 

Among  SSgAs  41  ETFs,  there  is  one  thai 
does  double  duty.  The  SPDR  Dividend  ETJ 
(SDY)  can  fill  a  portfolio's  large-cap  valut 
slot  while  providing  a  quarterly  dividend 
SDY  holds  the  50  highest-yielding  U.S| 
stocks  in  Standard  &  Poor's  1501 
Composite  Index  that  have  increased  divi, 
dends  yearly  for  at  least  25  years.  "The  focur 
here  is  on  the  quality  of  the  stocks  in  th 
index,"  says  Ross. 

Trumping  the  Market 

Picking  high-octane  stocks  is  difficult  fol 


INDEX  EQUITY  ASSETS  IN  THE  U.S.  AS  A  % 
OF  TOTAL  EQUITY  ASSETS,  1998-2006  YTD 
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YTD  =  Year-locate  as  of  June  30.  2006 

Source  Morgan  Stanley  Research,  Strategic  Insight 


i  ne  uranaaaaay  or  an  1 1  i-s. 

;ince  their  launch  in  1993,  exchange  traded  funds  (ETFs)  have  become  one  of  the  world's  fastest-growing  investments.  It  all 
tarted  with  Spiders  (SPY),  the  first  of  the  species.  As  powerful  as  ever,  Spiders  still  have  the  highest  market  value  among 
le  more  than  250  ETFs  that  exist  today.  Each  Spider  puts  the  strength  of  the  entire  S&P  500"  to  work  in  your  portfolio.  That's 
00  of  America's  leading  companies  in  every  share.  Spiders  are  tax-efficient  and  have  low  management  fees.  Like  stocks, 
ley  can  be  traded  all  day  long,  are  subject  to  similar  risks,  and,  of  course,  your  usual  brokerage  commission  applies.  This 
randdaddy's  been  around,  but  can  still  add  some  muscle  to  any  portfolio.  www.SPDR.com.  Ticker  symbol  Amex:SPY. 
he  entire  S&P  500  in  every  share. 
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An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  of  the  investment  company  carefully 
before  investing.  To  obtain  a  prospectus,  which  contains  this  and  other  information,  go  to  wwiv.SPDR.com  or  call 
I  '800-843-2639.  Please  read  the  prospectus  carefully  before  investing.  since-inceptum  in  1993,  the  spdr Trust  has  distributed  only  $0.16  in  short 

and  long-term  capital  gains.  S&cP  500®  and  SPDR®  are  trademarks  of  The  McGraw-Hill  Companies.  Inc.,  licensed  tor  use  hy  State  Street  Global  Matkets,  LLC.  SPDRs  ate  not  sponsored, 
endorsed,  sold  or  promoted  by  Standard  ck  Poor's  and  SckP  makes  no  representation  regarding  the  advisability  of  investing  in  SPDRs.  ©2006  State  Street  Corporation. 
ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  SPDR  Trust,  a  unit  investment  trust.  For  institutional  use  only. 
SPD000112 
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Vanguard  ETFs 
Mutual  funds  that  trade 
like  stocks  from  a  trusted 
name  in  indexing 


rid  expense  ratio  figures  through 
July  31,  2006. 

All  mutual  funds  and  ETFs  are  subject  to 
market  risk  and  the  possible  loss  of  principal. 

Visit  www.vanguard.com  or  contact  your  broker 
to  obtain  a  Vanguard  ETF  product  description 
and  prospectus  or  a  fund  prospectus  that 
includes  investment  objectives,  risks,  charges, 
expenses  and  other  information.  Read  and 
consider  carefully  before  investing. 

Vanguard  ETF  Shares  can  be  bought  and  sold 
only  through  a  broker  (who  will  charge  a  com- 
mission) and  cannot  be  redeemed  with  the 
issuing  fund.  The  market  price  of  Vanguard  ETF 
Shares  may  be  more  or  less  than  net  asset  value. 


Vanguard  and  Vanguard  ET] 
The  Vanguard  Group,  Inc.  A!) 
the  exclusive  property  of  the:; 

Vanguard  Marketing  Corpora. 


2006  i  he  Vanguard  Group,  Inc 
All  rights  reserved.  U.S.  Pat  No. 


are  trademarks  of 
other  marks  are 
respective  owners. 
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EXPENSES  OF  ETFs  VS.  OPEN-END 
MUTUAL  FUNDS  IN  THE  U.S. 


Type  of  Fund  (#  ETFs) 


Average  Expense  Ratio  (basis  points) 


Exchange-Traded  Funds* 

U.S.  Broad  Market  ETFs  (1 1 ) 
U.S.  Large-Cap  ETFs  (28) 
U.S.  Mid-Cap  ETFs  (9) 
U.S.  Small-Cap  ETFs  (11) 
Custom  (4) 

Value/Growth  ETFs  (43) 
U.S.  Sector  ETFs  (93) 
International  Equity  ETFs  (57) 
All  Equity  ETFs 
Fixed  Income  ETFs  (6) 
Commodities  (6) 
Currency  (7) 
Overall  ETF 

Open-End  Mutual  Funds** 

Actively  Managed  Domestic  Equity 
Actively  Managed  International  Equity 
Passive/Indexed  Domestic  Equity 
Passive/Indexed  International  Equity 
Passive/Indexed  Fixed  Income 


19 
20 
21 
31 
53 
29 
45 
52 
40 
17 
83 
40 
40 

155 
189 
75 
95 
39 


Source:  Morningstar,  Morgan  Stanley  Investment  Strategies.  *As  of  end  of  June  2006 

"Although  these  investment  vehicles  may  be  similar  to  ETFs,  they  are  not 
identical  and  may  not  offer  additional  benefits  to  investors  over  ETFs,  such 
as  increased  returns  and  customized  investment  management. 


Vanguard's  26  ETFs  cover  a  broad  range  of  size,  style  and 
country,  as  well  as  slim  sectors.  Across  the  product  line, 
assets  have  nearly  doubled  to  $16  billion  at  the  end  of 
July  from  $8.5  billion  12  months  ago. 
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WORLDWIDE  ETF  GROWTH 


ny  investor.  But  PowerShares  Capital  Management  LLC  hopes  to 
ake  it  easier  by  offering  ETFs  based  on  intelligent  indexes.  The 
nnovative  Wheaton,  111. -based  firm  first  introduced  the  concept  of 
nhanced  indexing  to  the  ETF  world  when  it  launched  its  first  two 
roducts,  Dynamic  Market  Portfolio  (PWC)  and  Dynamic  OTC 
'ortfolio  (PWO),  over  three  years  ago. 
PWC  and  PWO  ETFs  track  indexes  called  Intellidexes,  which  are 
nique  in  the  world  of  indexed  investment  products  because  "they 
elect  stocks  in  any  given  size,  style  or  sector  universe  with  the 
reatest  investment  merit,"  says  PowerShares'  President  Bruce 
Bond.  Like  all  ETFs,  PowerShares'  versions  passively  reproduce  the 

like  all  ETFs,  PowerShares'  versions  passively 
reproduce  their  respective  indexes, 
et  their  endgame  is  to  trump  the  market 

erformance  of  their  respective  indexes,  yet  their  endgame  is  to 
ump  the  market,  not  just  gain  exposure  to  it. 
Since  then,  the  firm  has  expanded  its  lineup  to  include  47  forays 
lto  just  about  every  market  segment.  There  are  style  and  size  ETFs, 
iternational  ETFs,  a  series  of  dividend  ETFs  and  some  innovative 
ivers  like  clean  energy  (PBW),  water  resources  (PHO),  nanotech- 
ology  (PXN)  and  commodities  (DBC).  It  also  offers  a  family  of  11 
TSE  RAFI  ETFs,  designed  to  provide  investors  with  alternative 
Market  views.  Where  most  ETFs  track  indexes  designed  to  over- 
eight  component  stocks  based  on  market  cap,  these  ETFs  track 


"fundamental"  indexes,  which  weight  index  components  based  on 
sales,  cash  flow,  book  value  and  dividends.  As  a  result,  smaller  com- 
panies are  given  prominence.  (Note:  There  are  risks  involved  with 
investing  in  ETFs,  including  the  possible  loss  of  money.  Shares  are 
not  actively  managed  and  are  subject  to  risk  similar  to  stocks, 
including  those  related  to  short  selling  and  margin  maintenance.) 

As  the  ETF  industry  continues  to  expand,  adding  more  ground- 
breaking products  at  an  ever-accelerating  pace,  one  thing  is  certain: 
Choosing  the  right  ETF  will  not  get  any  easier,  but  looking  at  the 
index  underneath  the  ETF  is  a  good  starting  point. 

Vanguard  is  a  trademark  of  The  Vanguard  Group. 


Web  Directory 


www.powershares.com 

State  Street  Global  Advisors 

www.ssga.com 


www.vanguard.com 
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Entertainment,  one  of  America's  largest  exports,  serves  as  a  global  platform 

for  profit  for  these  moguls. 
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THE  FORBES  400 

Anne  Cox  Chambers 

$12.6  BILLION 
LJLl  Cox  Enterprises.  Atlanta. 
2^  86.  Twice  divorced,  3  children 

—J  Barbara  Cox  Anthony 

O  $12.6  BILLION 

Cox  Enterprises.  Honolulu. 

^LJ  83.  Married,  2  children 

«"|~  Two  daughters  of  James  M.  Cox  (d  1957), 
newspaper  reporter  who  bought  the  Dayton 
Evening  News  for  $26,000  in  1898.  High  school 
dropout  became  3-term  governor  of  Ohio; 
Democratic  presidential  nominee  in  1920  with 
FDR  as  his  running  mate.  Built  media  empire. 
Today  Cox  Enterprises  owns  17  newspapers,  15 
TV  stations,  79  radio  stations,  cable  systems,  plus 
stakes  in  Manheim  Auctions  (used  cars)  and 
AutoTrader.com  (online  classifieds).  Sales: 
$12  billion.  Took  Cox  Communications  broad- 
band business  private  in  2004  for  $8  billion;  Cox 
Radio  still  public.  Anne:  U.S.  Ambassador  to  Bel- 
gium under  President  Carter.  Barbara:  husband 
Garner  accused  of  insider  trading  in  privatiza- 
tion last  year;  setded  with  SEC  in  April  for 
$106,000.  Their  son,  James,  serves  as  chairman. 

John  Kluge 

$9.1  BILLION 
Metromedia.  Palm  Beach,  Fla. 
92.  Thrice  divorced,  remarried;  3  children 
Onetime  richest  man  in  America  remains  an 
active  investor  into  his  90s;  eclectic  portfolio 
includes  restaurants  (Bennigans,  Steak  &  Ale), 
medical  devices,  peanuts.  German  immigrant 
built  fortune  in  1980s  with  broadcasting  and 
cellular  properties,  cashed  in  for  $8  billion  in  sale 
to  WorldCom.  Wide-ranging  interests  include 
aboriginal  art  and  colonial-era  furniture.  Also  a 
major  donor  to  Library  of  Congress. 

Rupert  Murdoch 

$7.7  BILLION 
News  Corp.  New  York  City. 
75.  Twice  divorced,  remarried; 
6  children 

Liberals  decry  his  Fox  News  Channel  as  anything 
but  "fair  and  balanced,"  but  the  new  Friend  of 
Hillary  keeps  on  rolling.  Native  Australian  stud- 
ied at  Oxford,  inherited  Adelaide,  Australia  news- 
paper at  age  23.  Success  came  in  U.S.:  New  York 
Post,  Chicago  Sun-Times,  Fox  film  studio,  broad- 
casting network  and  cable  news;  38%  stake  in 
DirecTV.  Naturalized  U.S.  citizen  now  focuses 
online.  Bought  teen  social  network  MySpace  for 
$580  million  last  year.  Shares  of  holding  com- 


pany News  Corp  up  30%  since  November.  Tire- 
less networker  brought  in  Bono,  Bill  Clinton  for 
company  conference  on  environment,  Islam  in 
the  West,  future  of  the  world.  Owns  homes  in 
Australia,  London,  New  York,  California. 

Charles  Ergen 

$7.6  BILLION 

EchoStar.  Denver. 

53.  Married,  5  children 

Founder  of  satellite-TV  service  EchoStar  started 
out  as  a  financial  analyst  for  Frito-Lay.  Switched 
to  selling  satellite  dishes  1980,  later  expanded  into 
broadcasting.  Today  boasts  12  million  customers. 
Sales:  $8  billion.  Stock  up  8%  since  July  amid  ru- 
mors of  a  possible  merger  with  rival  DirecTV 
Reaching  new  demographics:  DishNOW  serv- 
ice offers  month-to-month  prepaid  program- 
ming to  customers  with  poor  credit. 

Sumner  Redstone 

$7.5  BILLION 

Viacom.  Beverly  Hills,  Calif. 

83.  Divorced,  remarried;  2  children 

The  venerable  and  venerated  octogenarian  has 
put  his  company  through  self-inflicted  turmoil 
with  the  abrupt  ouster  of  actor  Tom  Cruise  and 
chief  Tom  Freston.  Media  baron  now  lords  over 
2  fiefs:  Viacom  (Paramount  Pictures,  MTV  Net- 
works) and  CBS  (UPN,  Infinity  Broadcasting). 
Boston-born  tycoon  split  operations  in  January 
to  stimulate  languishing  stock  Viacom  shares 
down  13%  since  split,  but  CBS  up  9%.  Hopes 


for  rebound  in  movies:  bought  DreamWorks 
live-action  studio  for  $1.5  billion  from  founders 
David  Geffen  (see),  Steven  Spielberg  (see)  and 
Jeffrey  Katzenberg  in  February.  Son  of  drive-in- 
theater  owner  now  controls  1,400  screens; 
daughter,  Shari,  president 

Samuel  I.  Newhouse  Jr. 

$7.3  BILLION 

Publishing.  New  York  City. 

78.  Divorced,  remarried;  3  children 

Donald  Newhouse 

$7.3  BILLION 

Publishing.  Somerset  County,  N.J. 
76.  Married,  3  children 

Brothers  run  massive  privately  held  media  con- 
glomerate Advance  Publications,  built  up  from 
newspaper  properties  their  father  Sam  started 
buying  in  the  1930s.  Pair  took  over  after  Sam's 
death  in  1979,  expanded  and  diversified.  Now 
run  Bright  House  Cable  (2  million  subscribers) 
and  own  pieces  of  the  Discovery  Channel  and 
Learning  Channel.  "Si"  heads  magazines  (New 
Yorker,  Vanity  Fair,  Vogue)  under  Conde  Nast 
Trying  to  increase  Web  presence  but  biggest  bet 
in  on  print:  $100  million  on  Portfolio,  a  new  biz 
mag  due  next  year.  Donald  oversees  newspaper 
division  (Cleveland's  Plain  Dealer,  Newark's  Star- 
Ledger).  Lauded  for  keeping  New  Orleans' 
Times-Picayune  in  business  after  Hurricane 
Katrina;  paper  won  2  Pulitzers  for  its  coverage 
of  storm's  aftermath. 
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LEXUS 


HAS  ONLY  ONE  PLANT  OUTSIDE  JAPAN. 

When  Lexus  needed  to  expand,  they  sought  the  same  impeccable  standards  they  developed 
in  Japan.  They  found  it  here,  in  Ontario.  Ontario  fulfilled  all  of  Lexus'  prerequisites:  our 
location  in  the  heart  of  North  America  and  transportation  infrastructure  linking  us  to 
millions  of  customers;  our  skilled  workforce  and  tradition  of  automotive  innovation;  and 
our  competitive  business  costs.  Since  the  first  RX  330  rolled  off  the  line,  the  Cambridge,, 
Ontario  plant  has  satisfied  all  of  Lexus'  quality  demands.  In  fact,  Lexus'  parent,  company, 
Toyota,  will  be  opening  a  second  Ontario  plant  in  2008.  The  Japanese  have  a  word 
for  continuous  improvement:  kaizen.  Now  they  have  another:  Ontario.  There's  no  better 
place  in  the  world  to  do  business. 

_ «l,  Ontario 

Cf\     '  Canada 

\^  y^-jk.  2o-ntario.com/quality 

*  rl  1-800-819-8701 


i  Ontario  Paid  for  by  the  Government  of  Ontari 
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l/^  Michael  Bloomberg 

Cd   $5.3  BILLION 

UJ  Bloomberg  LP.  New  York  City. 

2^  64-  Divorced,  2  children 

Mayor  Mike  will  keep  his  title  as  New  York  City's 

■™   guiding  political  force  for  4  more  years,  having 

£2)  won  a  landslide  second-term  victory  in  Novem- 
ber;  spent  $85  million,  9  times  what  opponent 
Fernando  Ferrer  spent.  Bloomberg  LP  sales  up 
11%  since  last  September  on  strong  demand 
for  data  terminals  at  hedge  funds.  Revenue  now 
$4. 1  billion.  News  service  growing  faster:  recently 
hired  300  new  reporters.  Donated  $144  million 
to  charity  in  past  year;  plans  to  sell  company  once 
out  of  office  and  give  away  entire  fortune. 

David  Geffen 

$4.6  BILLION 

Movies,  music.  Malibu,  Calif. 
63.  Single 

Hollywood's  richest  man  sorted  mail  at  famed 
William  Morris  Agency  after  forging  university 
stationery  to  supply  credentials.  Founded 
Asylum  Records  1970  (Eagles,  Joni  Mitchell), 
then  Geffen  Records  (Aerosmith,  Guns  N' 
Roses).  Sold  to  MCA  in  1990  for  stock;  reaped 
$710  million  when  MCA  was  sold  to  Matsushita 
a  year  later.  Founded  entertainment  boutique 
DreamWorks  with  partners  Jeffrey  Katzenberg, 
Steven  Spielberg  (see)  1995.  Big  hits  included 
Shrek,  Gladiator.  Spun  animation  unit  public 
2004;  stock  down  40%  since.  In  February  sold 
live-action  movie  studio  to  Paramount  for 
$1.5  billion;  personally  netted  $175  million,  says 
profits  will  go  to  charity.  Invested  cash  with 
money  man  Eddie  Lampert  (see). 

George  Lucas 

$3.6  BILLION 
Star  Wars.  Marin  County,  Calif. 
62.  Divorced,  3  children 
Star  Wars  mastermind  completed  his  intergalac- 
tic  double  trilogy  last  summer  with  Revenge  of 
the  Sith;  final  installment  grossed  $850  million 
worldwide.  Now  rumored  to  be  working  on  a 
Star  Wars  television  series.  Directed  first  movie 
while  studying  film  at  University  of  Southern 
California;  futuristic  police-state  flick  THX-1138 
a  cult  classic.  Later:  directed  American  Graffiti, 
produced  Indiana  Jones  series.  Founded  Indus- 
trial Light  &  Magic  in  1975  to  create  the  special 
effects  shots  in  original  Star  Wars;  shop  handled 
state-of-the-art  tricks  in  Harry  Potter  movies. 
Also  owns  LucasArts  (videogames),  Lucas 
Licensing  (Star  Wars  toys  and  books).  Next  up: 
fourth  Indiana  Jona  mc  ie. 


Edgar  Bronfman  Sr. 

$3.2  BILLION 

Liquor.  New  York  City. 
77.  Thrice  divorced,  remarried;  7  children 
Former  head  of  Seagrams  empire  inherited 
business  from  father,  Sam  (d.  1971),  Russian 
emigre  who  founded  Distillers  Corp.  in 
Montreal  in  1924,  made  millions  running 
whiskey  across  U.S. -Canadian  border  during 
Prohibition.  Edgar  Sr.  took  over  U.S.  side  of 
business,  brother  Charles  stayed  in  Canada. 
Added  premium  brands  (Absolut  vodka), 
juices  (Tropicana),  large  stake  in  DuPont.  Son 
Edgar  Jr.  went  Hollywood  in  1990s:  sold  off 
juice,  nylons  business  to  finance  $5.7  billion 
purchase  of  MCA/Universal.  Sold  rest  to 
Vivendi  for  $34  billion.  Family  fortune  soon 
faltered;  cut  losses,  sold  out  after  losing 


billions.  Edgar  Sr.  now  concentrating  on  non- 
profit activities,  Jewish  advocacy. 

A.  Jerrold  Perenchio 

$3  BILLION 

Univision.  Bel  Air,  Calif. 
75.  Married,  3  children 

UCLA  grad  selling  nation's  leading  Spanish  TV 
network  Univision  to  a  consortium  of  private 
equity  investors,  including  Haim  Sab  an  (see), 
for  $  1 3.7  billion.  Rival  Televisa  still  vying  for  the 
network.  "Jerry"  got  start  as  a  talent  agent  for 
MCA.  Created  Embassy  Communications  with 
Norman  Lear  (All  in  the  Family);  sold  program- 
ming interests  to  Coca-Cola  for  $485  million. 
With  partners  bought  Univision  in  1992  from 
Hallmark  for  $550  million.  Became  big  player 
in  Spanish  radio  2003  with  $3.5  billion  purchase 
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Past  performance  is  not  a  guarantee  of  future  results.  Please  consider  the  investment  objectives,  risks,  charges 
and  expenses  of  the  fund  carefully  before  investing.  The  prospectus  contains  this  and  other  information 
about  the  fund.  To  obtain  a  prospectus,  contact  your  financial  advisor  or  download  one  at  vankampen.com 
Please  read  the  prospectus  carefully  before  investing.  ©  2006  Van  Kampen  Funds  Inc.  RN06-02149P-N08/06  (A) 


94.  STEVEN  SPIELBERG 


THE  FORBES  400 


< 


f  L>.. 


of  Hispanic  Broadcasting.  Largest  landholder 
in  Malibu  shuns  press;  gives  generously  to  politi- 
cians and  charity. 

Patrick  McGovern 

$3  BILLION 
IDG.  Hollis,  N.H. 

69.  Divorced,  remarried;  4  children 

Son  of  a  construction  worker  created  tic-tac- 
toe  computer  program  in  high  school;  unbeat- 
able game  won  him  scholarship  to  MIT.  Stud- 
ied neurobiology,  edited  college  newspaper. 
Founded  International  Data  Group  1964; 
launched  weekly  paper  Computer  world  1967. 
Hedged  bets  with  magazines  PC  World, 
Macworld.  Expanded  into  book  publishing 
(bestselling  Dummies  series),  trade  shows, 
Internet  sites.  Sales:  $2.8  billion.  Now  bets  on 
Asia:  IDG's  $1.4  billion  venture  arm  has  invested 
$100  million  in  Vietnam,  $150  million  in  India; 
publishes  37  magazines  and  newspapers  in 
China.  Created  McGovern  Institute  for  brain 
research  at  alma  mater. 

Steven  Spielberg 

$2.9  BILLION 
Movies.  Pacific  Palisades,  Calif. 
59.  Divorced,  remarried;  7  children 
Hollywood's  most  celebrated  director  struck 
gold  again  last  year  with  War  of  the  Worlds; 
Tom  Cruise  flick  grossed  $590  million 
worldwide.  With  fellow  billionaire  David 
Geffen  (see)  and  paritv  :  cllrey  Kate  mberg 
sold  DreamWorks  live  ,       i  movi  udio 


to  Paramount  for  $1.5  billion;  personally  net- 
ted $175  million.  Arizona-raised  movie  buff 
rejected  by  top  film  schools,  then  dropped 
out  of  Cal  State  Long  Beach.  Got  start  in 
entertainment  as  a  director  for  Universal. 
First  movie,  Duel,  aired  on  TV.  Third  effort, 
Jaws,  launched  a  litany  of  blockbusters:  E.T., 
Jurassic  Park,  Schindler's  List,  Saving  Private 
Ryan.  Now  tinkering  with  videogames,  real- 
ity television.  Up  next:  the  fourth  installment 
of  Indiana  Jones  franchise  with  pal  George 
Lucas  (see). 

Amos  Hostetter 

$2.6  BILLION 

Cable  TV.  Boston. 

69.  Married,  3  children 

Amherst  grad  founded  Continental  Cablevision 
1963  with  former  frat  brother.  Sold  to  the  for- 
mer U  S  West  1996  for  $  1 1  billion;  Hostetter  kept 
large  stake.  Renamed  MediaOne,  sold  a  second 
time  to  AT&T  for  $58  billion  1999.  Became  large 
shareholder  in  Comcast  in  2002  when  it  bought 
AT&T's  cable  business.  Comcast  shares  up  15% 
in  past  year.  Also  owns  $120  million  stake  in 
publicly  traded  gas  storage  and  transportation 
outfit  Energy  Transfer  Equity.  Large  portion  of 
fortune  held  in  personal  investment  vehicle  Pilot 
House  Associates. 

William  Randolph  Hearst  III 

$2.1  BILLION 

Hearst  Corp.  San  Francisco. 

57.  Married,  3  children 


Austin  Hearst 

$2  BILLION 

Hearst  Corp.  New  York  City. 
54.  Twice  divorced,  3  children 

George  Randolph 
Hearst  Jr. 

$2  BILLION 

Hearst  Corp.  Los  Angeles. 

79.  Divorced,  remarried;  4  children 

David  Hearst  Jr. 

$2  BILLION 

Hearst  Corp.  Los  Angeles. 

61.  Single 

Phoebe  Hearst  Cooke 

$2  BILLION 

Hearst  Corp.  San  Francisco. 

79.  Divorced,  remarried;  1  child 

Five  grandchildren  of  publishing  legend 
William  Randolph  Hearst,  who  assumed  con- 
trol of  San  Francisco  Examiner  from  his  father. 
Built  what  once  was  one  of  nation's  largest 
newspaper  chains  via  sensational  "yellow" 
journalism.  Hearst  Corp.  still  controlled  by 
grandchildren;  nonfamily  member  Victor 
Ganzi  runs  day-to-day  business.  Today  empire 
comprises  newspapers  (San  Francisco  Chron- 
icle), magazines  (Cosmopolitan,  Good  House- 
keeping), cable  channels  (stakes  in  ESPN, 
Lifetime,  A&E),  TV  and  radio  stations.  Sales: 
$7  billion.  William  III  a  partner  at  venture  cap- 
ital shop  Kleiner  Perkins;  investing  in  online 
search  engine  Sphere,  sportscentric  stock  mar- 
ket site  Protrade.com.  Also  real  estate;  owns 
prime  parcel  along  California  coast. 

Leonore  Annenberg 

$2  BILLION 

Publishing.  Wynnewood,  Pa. 

88.  Divorced,  widowed;  2  children 

Second  wife  of  publisher  Walter  Annenberg 
inherited  bulk  of  $4  billion  estate  after  his 
death  in  2002;  Annenberg  Foundation, 
Metropolitan  Museum  of  Art  got  the  rest. 
Walter's  father,  Moses,  made  fortune  in  pub- 
lishing: Philadelphia  Inquirer,  Daily  Racing 
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The  Sea  Island  lifestyle. 

for  a  lifetime 


Once  in  a  lifetime  a  place  speaks  to  your 
heart.  Here  is  an  extraordinary,  private 
world  where  family  values  and  traditions 
are  treasured  as  much  as  our  world-class 
golf  and  array  of  amenities.  Southern 
hospitality,  unparalleled  personal  service 
and  the  genuine  warmth  of  our  close- 
knit  community  are  as  abundant  as  the 
unspoiled  natural  beauty.  If  you're  just 
discovering  Sea  Island,  spend  some  time 
with  us  at  the  legendary  and  now  renewed 
Cloister  or  in  the  luxury  of  The  Lodge. 
Youll  understand  why  generations,  year 
after  year,  are  drawn  to  this  coastal 
Georgian  paradise.  More  than  a  place  to 
live — this  is  a  lifestyle  you  can  call  home. 

Discover  our  unique  real  estate 
offerings  of  oak-canopied  home  sites  by- 
golf  course  or  rivers  edge,  historic 
Sea  Island  Cottages,  and  townhomes  on 
the  seaside  grounds  of  The  Cloister. 

SEAISLANDPROPERTIES.COM 
or  phone  912.638.5161 


HE  CLOISTER  ♦  THE  LODGE 
SEA  ISLAND  PROPERTIES 


d  read  it  before  signing  anything.  No  Federal  or  State  agency  has  judged  the  merits 
be  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  real  estate  from  residents  in 
s  not  registered  in  New  York  and  is  not  available  to  New  York  residents. 
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Form.  Walter  took  reins  at  age  32,  added 
Seventeen,  TV  Guide.  Sold  Triangle  Publica- 
tions to  Rupert  Murdoch  (see)  for  $3  billion 
in  1988.  Leonore  donates  to  education, 

arts  causes. 

Ted  Turner 

$1.9  BILLION 
Cable  television.  Lamont,  Fla. 
67.  Thrice  divorced,  5  children 
Patriarch  of  cable  news  remains  one  of  Time 
Warners  largest  individual  shareholders  despite 
dumping  nearly  100  million  shares  in  4  years; 
has  30  million  shares  worth  $510  million  left. 
Stepped  down  as  Time  Warner  vice  chairman 
in  2003;  retired  from  The  board  in  May.  Stock 
flat  since  2002,  despite  failed  effort  by  Carl  Icahn 
(see)  to  break  up  media  juggernaut  last  winter. 
"Mouth  of  the  South"  getting  richer  with  real  es- 
tate, food.  Nations  largest  indr  idual  landowner: 
2  million  acres  in  11  sta       estaurant  chain, 


Teds  Montana  Grill,  serves  bison  burgers  at  40 
locations.  This  year  donated  4  million  Time 
Warner  shares  to  United  Nations,  Turner  Foun- 
dation; total  contribution  to  U.N.  now  at  more 
than  $650  million. 

John  Malone 

$1.7  BILLION 

Liberty  Media.  Parker,  Colo. 

65.  Married,  2  children 

Former  engineer  became  right-hand  man  to 
TCI  cable  founder  Bob  Magness  (d.  1996),  sold 
TCI  to  AT&T  in  1999  for  $54  billion;  invest- 
ing the  proceeds  ever  since.  Today  his  publicly 
traded  holding  company  Liberty  Media  owns 
stakes  in  electronic  retailing  (IAC/InterActive- 
Corp),  media  (Time  Warner),  cable  (QVC, 
Encore,  Starz).  Last  year  bought  18%  of  Ru- 
pert Murdochs  (see)  News  Corp;  tried  to  buy 
more  in  a  rumored  attempt  to  influence  com- 
pany's board.  Forced  to  swallow  poison  pill 


instead.  Also  in  2005:  spun  off  international 
cable  assets  as  Liberty  Global,  took  cable  sta- 
tion assortment  Discovery  Holding  public. 
Considering  buying  pro  baseball's  Atlanta 
Braves  from  Ted  Turner  (see). 

Stanley  S.  Hubbard 

$1.4  BILLION 

DirecTV.  St.  Mary's  Point,  Minn. 
73.  Married,  5  children 

Digital  dish  lovers  will  be  forever  indebted  to 
Hubbard  for  their  satellite  television  service. 
Father  Stanley  Eugene  (d.  1992)  founded  what 
may  have  been  first  U.S.  commercial  airline, 
before  bankruptcy;  built  radio  station  1923, 
added  TV  1948.  "Stub"  seized  control  1981, 
pioneered  satellite-TV  business  with  U.S. 
Satellite  Broadcasting.  Took  public  1996;  sold 
to  Hughes/DirecTV  for  $  1 .3  billion  3  year  later. 
Latest  endeavor:  Reelz;  movie  information 
and  trivia  channel  set  to  debut  in  28  million 
homes  in  September.  Grandfather  of  13  now 
chief  cheerleader:  "It's  more  fun  that  way." 

Alan  Gerry 

$1.4  BILLION 

Cable  television.  Liberty,  N.Y. 

77.  Divorced,  remarried;  3  children 

Dropped  out  of  high  school,  joined  Marines. 
Started  cable  TV  empire  with  $1,500  in  1956 
running  wire  from  antennas.  Amassed  net- 
work of  small  cable  franchises;  unloaded  to 
Time  Warner  for  $2.8  billion  in  1996.  Plowed 
proceeds  into  private  investment  outfit  Granite 
Associates:  hedge  funds,  real  estate,  Time 
Warner  stock.  Upstate  New  York  native  now 
works  for  environmental,  educational  and 
medical  causes.  Built  massive  outdoor  concert 
venue  on  site  of  original  Woodstock  festival. 

Frank  Batten  Sr. 

$1.4  BILLION 
Landmark  Communications. 

Virginia  Beach,  Va. 
79.  Married,  3  children 

Uncle  Samuel  Slover  arrived  in  Virginia  1900. 
Was  offered  50%  of  Newport  News  newspaper  if 
he  halted  broadsheet's  losses  within  a  year;  suc- 
ceeded. Nephew  Frank  earned  Harvard  M.B.A., 
became  publisher  at  age  27.  Built  Landmark 
Communications:  newspapers  (7  dailies),  cable 
(Weather  Channel),  TV  stations.  His  son 
Frank  Jr.  runs  the  business;  Frank  Sr.  active  in 
philanthropy,  gave  more  than  $170  million 
to  schools  and  charities,  including  $32  million 
to  Harvard  Business  School. 
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THERE'S  NOTHING  WRONG  WITH  A  SHOE  THAT  FITS  LIKE  A 
SHOE.  UNTIL  YOU  FIND  ONE  THAT  FITS  LIKE  A  GLOVE. 


Allen-Edmonds  handsewn 
shoes  form  to  your  feet  the 
moment  you  slip  them  on. 
Every  pair  is  individually 
handcrafted  by  master 
shoemakers  ri^ht  here  in 


the  United  States.  Starting  with  khakis  and  a  sport 

with  the  highest  quality  coat  as  they  do  with  jeans 

leather,  we  end  up  with  shoes  and  an  Oxford.  What's 

that  are  as  comfortable  as  more,  we  offer  a  range 

they  come.  Not  to  mention  of  styles  in  four  widths 

versatile.  They  go  just  as  well  and  multiple  sizes. 


allenedmonds.com 
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I/}  Barry  Diller 

Q£  $1.3  BILLION 

I  I  I  InterActiveCorp.  New  York  City. 

jJJJJ*  64.  Married 

MM  Media  titan  started  in  fabled  mailroom  at 
■J  William  Morris  Agency,  went  on  to  program  the 
£^  ABC"  broadcast  network,  help  run  Paramount 
Pictures,  create  the  Fox  broadcasting  network 
and  run  Fox  film;  later  built  up  USA 
^_  Networks.  Now  an  e-commerce  mogul  with 
IAC/InterActive  Corp.  Last  August  split 
InterActiveCorp  into  2  companies:  travel-based 
Expedia  (Hoteis.com,  Expedia.com),  other  busi- 
nesses under  IAC  (Match.com,  Ticketmaster). 
Shrewd  negotiator  now  building  $100  million 
all-glass  office  complex  to  house  his  companies 
in  New  York's  Chelsea  neighborhood.  Board 
member  of  Friends  of  the  Global  Fight;  group 
combats  AIDS,  TB,  malaria. 

Herbert  Siegel 

$1.3  BILLION 

Television.  New  York  City. 
78.  Widowed,  2  children 

Bought  21%  stake  in  struggling  Warner  Com- 
munications in  the  early  1980s.  Formed 
United  Paramount  Network  with  Viacom,  lost 
$800  million  in  5  years.  Sold  parent  company 
Chris-Craft  to  Rupert  Murdochs  News  Corp 
for  $5.3  billion  2001. 

Edmund  Ansin 

$1.2  BILLION 
Sunbeam.  Miami  Beach. 
70.  Divorced,  3  children 

Father,  Sidney,  ran  shoemaking  business,  invested 
in  Florida  real  estate.  Ed  bought  Miami  TV  sta- 
tion for  $3.4  million  in  1962,  later  dropped  NBC 
affiliation,  remade  as  a  Fox  station.  Applied  same 
formula  to  Boston  oudet  in  1993,  though  he  still 
partners  with  NBC  there.  Son  Andrew  runs  fam- 
ily's real  estate  operation:  4.2  million  square  feel 
of  commercial  property,  mosdy  in  Broward 
County,  Fla.  Reaps  large  agriculture  tax  breaks 
for  owning  property  designated  as  farmland. 

Roy  Disney 

$1.2  BILLION 

Walt  Disney  Co.  Los  Angeles. 

76.  Married,  4  children 
Nephew  of  entertainment  pioneer  Walt  Dis- 
ney waged  a  bruising  2  year  fight  against  long- 
time Disney  chi  v>el  Eisner;  made  up 
with  Eisners  successor,  Robert  Iger,  in 
exchange  for  an  offi:  m  honorary  tide. 
He  had  left  after  another  tiff  buck  in  1977, 


rejoining  as  vice  chairman  in  1984 — courtesy 
of  Eisner  himself.  Private  investment  arm, 
Shamrock  Holdings,  invests  in  Israel,  Califor- 
nia real  estate. 

Robert  Naify 

$1.2  BILLION 

Movie  theaters.  San  Francisco. 

84.  Widowed,  6  children 

Son  of  Lebanese  immigrant  who  opened  Adantic 
City  movie  theater  1912.  Expanded,  invested  in 
cable  television.  Robert  worked  as  usher,  projec- 
tionist with  brother  Marshall  (d.  2000);  inher- 
ited empire,  eventually  purchased  half  of  United 
Artists  theater  chain.  Sold  in  1986  to  John 
Malone's  (see)  Telecommunications  Inc.  Ran 
postproduction  company  Todd- AO,  sold  to  Lib- 
erty Media  2000. 

Joseph  Mansueto 

$1.2  BILLION 

Morningstar.  Chicago. 
50.  Married,  3  children 

U  of  Chicago  grad  founded  mutual  fund  mon- 
itor Morningstar  with  $80,000  in  1984.  Turned 
quarterly  publication  into  ratings  giant.  Famous 
for  5-star  rankings;  now  trying  to  bring  trans- 
parency to  secretive  hedge  fund  industry.  Took 
public  last  May.  Stock  up  75%  since.  Bought  Fast 
Company  and  Inc.  magazines  from  Gruner  & 
Jahr  for  $35  million  last  June — less  than  one- 
tenth  the  price  of  what  G&J  paid  for  Fast  Com- 

n 


pany  in  2000;  also  holds  50%  stake  in  culture 
guide  Time  Out  Chicago. 

Gary  Magness 

$1.1  BILLION 

TCI  Cable,  investments.  Denver. 
52.  Divorced,  remarried;  3  children 

Son  of  Bob  Magness  (d.  1996),  founder  of  cable 
television  giant  TCI.  Inherited  hundreds  of  mil- 
lions of  dollars  in  stock  thanks  to  $54  billion  TCI- 
AT&T  merger  1999.  Forced  to  pry  fortune  from 
stepmother,  Sharon,  and  former  TCI  honcho 
John  Malone  (see);  setded  differences  years  ago. 
Selling  off  what  is  now  Liberty  Media  stock; 
invests  in  oil,  gas,  Colorado  real  estate. 

Robert  L  Johnson 

$1  BILLION 

BET.  Washington,  D.C. 

60.  Divorced,  2  children 

Founder  of  Black  Entertainment  Television  be- 
came nation's  first  African- American  billionaire 
in  2001  by  selling  cable  channel  to  Viacom  for 
$3  billion.  Ex-wife,  Sheila,  took  big  chunk  the 
following  year  in  divorce.  Rebuilding  fortune 
with  hotel  investments:  bought  100  hotels  for  $1.7 
billion  from  Dean  White  (see)  in  August.  Also 
became  first  person  of  color  to  hold  a  control- 
ling interest  in  a  professional  sports  team:  owns 
basketball's  Charlotte  Bobcats.  Other  investments; 
recording  studios  (Three  Keys  Music),  restau- 
rants (Posh). 
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'Successful  investing  means 
knowing  when  to  buy, 
when  to  sell, 
and  when  to  rent/7 


rau  look  closely  at  your  office  furniture,  you'll  probably  notice,  among  other  things,  that  it  doesn't  appreciate, 
buying  isn't  always  the  best  idea.  In  fact,  renting  is  not  only  often  tax  deductible,  it  also  frees  up  cash  flow, 
ich  can  be  useful.  For  instance,  you  could  buy  other  companies,  as  I  did  with  CORT  for  Berkshire  Hathaway, 
er  all,  CORT  rents  only  quality  office  and  residential  furniture.  Their  service  is  extraordinary.  They  deliver  and 
tall  orders  within  48  hours.  Considering  its  rather  large  upside,  I  give  CORT  a  very  strong  recommendation. 


CORT 

FURNITURE  RENTAL 


A  BERKSHIRE  HATHAWAY  COMPANY 


888. 667. CORT    I  CORTl.COM 
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Abigail  Johnson 

$13  BILLION 
Fidelity.  Boston. 
44.  Married,  2  children 
With  family,  controls  Fidelity  Investments,  Amer- 
ica's largest  mutual  fund  company.  Assets  under 
management:  $1.3  trillion.  Father,  Edward  III 
(see),  joined  company  as  an  analyst  in  1957. 
"Abby"  studied  art  history  in  college,  then  Har- 
vard M.B.A.  Joined  business  1988,  tracked  indus- 
trial equipment  stocks.  Ran  first  diversified  fund 
1993,  became  president  of  company's  mutual  fund 
division  2001.  Last  May  took  over  Employer 
Services  division;  administers  payroll,  employee 
stock  plans.  Father  reduced  ownership  in  1995; 
family  still  Fidelity's  largest  shareholder. 

Martha  Ingram  &  family 

$2.9  BILLION 
Ingram  Industries.  Nashville. 
71.  Widowed,  4  children 
Widow  of  Bronson  Ingram  oversees  Nashville- 
based  media -distribution  conglomerate  he  cre- 
ated after  inheriting  his  father's  oil-and-barge 
business.  Today  Ingram  Industries  is  the  nations 
largest  distributor  of  books  and  magazines  plus 
retains  original  barge  outfit.  Martha  became 
company's  director  of  public  affairs  in  1979,  chair- 
man in  1995  after  husbands  death.  These  days 
books  and  barges  ran  by  sons  John  and  Orrin, 
respectively.  Son  David  manages  spinoff  Ingram 
Entertainment.  Prominent  in  Nashville  society. 


Leona  Helmsley 

$2.5  BILLION 

Hotels.  New  York  City. 

86.  Divorced,  widowed;  7  child 

(deceased) 

Former  Chesterfield  cigarette  girl  started  out 
selling  co-ops.  Inherited  hotel  empire  from 
Manhattan  real  estate  baron  husband  Harry 
Helmsley  (d.  1997),  including  Park  Lane  and 
Carlton  House.  Today  rising  interest  rates, 
demand  for  condo  conversions  are  pushing  up 
values.  Dubbed  the  "Queen  of  Mean"  for 
tactless  comments  and  litigious  nature;  served  18 
months  in  jail  for  tax  evasion,  paid  $8  million  fine. 

Marilyn  Carlson  Nelson 
&  family 

$2  BILLION 

Carlson  Cos.  Minneapolis. 

67.  Married,  3  children 

Barbara  Carlson  Gage 
&  family 

$2  BILLION 

Carlson  Cos.  Minneapolis. 

64.  Married,  4  children 

Daughters  of  Curtis  Carlson,  who  borrowed  $55 
in  1938  to  produce  trading  stamps  for  grocery 
store  promotions.  Diversified  into  hotels 
(Radisson,  Country  Inns  &  Suites),  restaurants 
(T.G.I.  Friday's),  travel.  Pair  inherited  Carlson 
Cos.  after  Curtis'  death  in  1999.  Marilyn:  heads 
expanding  travel-hospitality  conglomerate  Carl- 
son Wagonlit.  Acquired  rival  Navigant  in  August; 
combined  operation  sells  more  than  $25  billion 
worth  of  corporate  travel  services.  Going  global: 
Beijing  will  soon  have  a  ritzy  Regent  Hotel;  city 
already  has  two  Friday's.  Son  Curtis  is  president. 
Barbara  active  in  family's  foundation. 

Margaret  Hardy  Magerko 

$2  BILLION 

84  Lumber.  Belle  Vernon,  Pa. 
40.  Married,  1  child 
Learned  the  lumber  business  from  father, 
Joe  Hardy,  who  opened  first  lumberyard  1952; 
founded  84  Lumber  in  1956.  "Maggie"  took 
reins  in  1992,  ceded  do-it-yourself  market 
to  Home  Depot,  Lowe's.  Focused  on  selling  to 
professional  contractors,  now  95%  of  firm's 
$4  billion  sales.  Nations  largest  privately  held  build- 
ing materials  chain  undergoing  reconstruction: 
opening  125  new  stores,  already  closed  67  duds; 
plans  to  double  sales  in  3  years.  Owns  Nemacolin 
Woodlands  resort  in  the  Pennsylvania  highlands; 
lodge  holds  the  bulk  of  Dad's  art  collection. 


Phyllis  Taylor 

$1.6  BILLION 
Taylor  Energy.  New  Orleans. 
65.  Widowed 

Abbeville,  La.  native  earned  a  law  degree  from 
Tulane  U,  worked  as  clerk  for  Louisiana 
Supreme  Court.  Late  husband,  Patrick,  left 
Texas  at  age  16,  paid  way  through  Louisiana 
State  U.  Started  oil-drilling  business  in  1974, 
sold  out  1979.  Used  proceeds  to  start  one  of 
the  largest  private  oil  companies  in  the  Gulf 
of  Mexico.  Phyllis  took  over  2004  following 
his  death.  Today  Taylor  Energy  produces  an 
estimated  12,000  barrels  of  oil,  50  million 
cubic  feet  of  natural  gas  a  day.  Lost  drilling 
platform  to  Hurricane  Ivan  in  2004;  sustained 
significant  damage  from  Katrina. 

Oprah  Winfrey 

$1.5  BILLION 

Television.  Chicago. 
52.  Single 

As  she  embarks  on  her  third  decade  ruling  day- 
time television,  Oprah  is  still  finding  other  worlds 
to  conquer:  on  Broadway  (The  Color  Purple 
landed  1 1  Tony  nominations),  on  radio  (her  new 
weekly  program,  Oprah  &  Friends,  debuted  last 
month  on  XM  Radio),  in  books  (her  tell-all 
weight-loss  tome  landed  the  biggest  advance  in 
history  for  a  nonfiction  book).  Born  in  rural  Mis- 
sissippi, became  TV  newscaster  in  Nashville, 
Baltimore.  Joined  Chicago  TV  station,  turned 
third-rated  morning  show  into  nation's  No.  1  talk 
show.  The  Oprah  Winfrey  Show  launched  na-  f 
tionally  1986;  currently  airs  in  122  countries, 
drawing  49  million  viewers  a  week  Owns  prop- 
erty in  Chicago,  Hawaii,  Santa  Barbara,  Calif. 
Gives  to  needy  women,  children  via  Oprahs  Angel 
Network  and  the  Oprah  Winfrey  Foundation. 

Margaret  Whitman 

$1.2  BILLION 

Ebay.  Atherton,  Calif. 
50.  Married,  2  children 

Harvard  M.B.A.  held  posts  at  Hasbro,  Keds; 
Disney,  Procter  &  Gamble  before  landing  chief 
auctioneer  spot  at  Ebay  in  1998.  Led  company 
through  Internet  bubble  and  bust;  spectacular 
rebound  catering  to  loyal  trading  communities. 
Expanded  past  auctions:  today  company  owns 
comparison-pricing  site  Shopping.com,  Web- 
phone  outfit  Skype,  stake  in  online  classifieds  busi- 
ness Craigslist  Expanding  overseas;  company  now 
boasts  203  million  users  in  33  countries.  "Meg" 
donated  $30  million  to  alma  mater  Princeton  to 
build  Whitman  College;  opens  next  year. 
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[TheStandard 

Positively  different. 

i  Insurance.  Retirement. 
!  Investments  &  Advice. 


DISABILITY        LIFE  DENTAL 

Employees  depend  on  you  to  make  the  right  decisions  about  their  benefits.  You  can 
count  on  us  for  financial  strength,  security  and  superior  service.  After  all,  we've  been 
providing  them  to  our  customers  for  100  years.  For  group  disability,  life  and  dental 
insurance,  we  are  The  Standard.  800.633.8575  Standard.com 


The  Standard  is  a  marketing  name  for  StanCorp  Financial  Group,  Inc.  and  subsidiaries.  Insurance  products  are  offered  by  Standard  Insurance  Company  of 
Portland,  Ore.  in  all  states  except  New  York,  where  insurance  products  are  offered  by  The  Standard  Life  Insurance  Company  of  New  York  of  White  Plains,  N.Y. 
i  Investment  services  are  offered  through  StanCorp  Investment  Advisers  of  Portland.  Ore.  Product  features  and  availability  vary  by  state  and  company,  and  are 
solely  the  responsibility  of  each  subsidiary. 
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66.  RALPH  LAUREN 
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These  fashionistas  have  made 
millions  deciding  when 
hemlines  rise  and  fall. 
For  most  of  them  green  is 
always  in  style. 
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The  four  corners  of  the  world. 

1  Working  in  sync.  Your  company  has  great  thinkers  all  over  the  globe.  But  how  do  you  tap  into  that 
knowledge  and  get  them  to  collaborate  more  effectively  behind  a  shared  vision?  A  customized  document 
management  solution  from  Ricoh  can  help.  Our  seamless  global  network  enables  us  to  assess,  design  and 
liimplement  equipment  and  systems,  as  well  as  provide  ongoing  management  and  support  to  optimize 
nyour  document  workflow.  So  your  entire  enterprise,  no  matter  how  far-reaching,  can  be  on  the  same  page. 

Create,  share  and  think  as  one. 

|,To  learn  more  about  Ricoh,  go  to  ricoh.com/thinkasone 


RICOH 


THE  FORBES  400 
O 


Philip  Knight 

$7.9  BILLION 

Nike.  Beaverton,  Ore. 

68.  Married,  3  children  (1  deceased) 

Former  Oregon  track  star  founded  sneaker- 
maker  Blue  Ribbon  Sports  1964;  sold  Japanese 
shoes  from  car  trunk.  Supplemented  income  by 
teaching  accounting  at  Portland  State.  Began 
manufacturing  own  shoes,  molding  rubber 
soles  with  a  wafflemaker.  Renamed  Nike,  added 
"swoosh"  logo  1 97 1 .  Company  has  been  nations 
largest  athletic  footwearmaker  for  decades. 
Handed  reins  to  former  SC  Johnson  exec  Bill 
Perez  2004;  Perez  stepped  down  13  months  later 
after  feuding  with  Knight.  Longtime  insider 
Mark  Parker  now  at  helm. 

Ralph  Lauren 

$3.9  BILLION 
Fashion.  New  York  City. 
66.  Married,  3  children 

Bronx-born  son  of  Russian  immigrants  worked 
day  jobs  at  department  stores,  clerked  at  Brooks 
Brothers.  Left  business  school  1967  to  design  ties 
for  Beau  Brummel;  launched  Polo  later  that  year 
with  $50,000  loan.  Built  reputation  "selling  the 
American  Dream."  Sold  28%  of  company  to 
Goldman  Sachs  for  $138  million  1994;  took  pub- 
lic 1997.  Polo  empire  runs  gamut  with  mens  and 
women's  clothing,  luggage,  house  paint,  furni- 
ture, fragrances;  shares  up  40%  since  last  fall  Now 
expanding  into  "rebel  preppy"  with  youth- 
oriented  line,  Rugby.  Car  enthusiast  owns  Col- 
orado ranch,  Jamaican  island  retreat. 


Leslie  Wexner 

$3.1  BILLION 

Limited  Brands.  Columbus,  Ohio. 
69.  Married,  4  children 
Ohio  State  law  school  dropout  set  up  women's 
sportswear  store  1963  with  $5,000  loan  from 
aunt.  Expanded,  took  public  as  Limited  Brands 
in  1 969.  Today  company  owns  Victoria's  Secret, 
Express,  Bath  &  Body  Works.  Sales:  $9.7  billion. 
Brought  back  racy  Victorias  Secret  Runway  Show 
last  fall.  Supports  Jewish  causes  with  wife,  Abi- 
gail, and  Wexner  Foundation. 

Leonard  Lauder 

$2.9  BILLION 

Estee  Lauder.  New  York  City. 

73.  Married,  2  children 

Ronald  Lauder 

$2.7  BILLION 

Estee  Lauder.  New  York  City. 

62.  Married,  2  children 

Sons  of  beauty  magnate  Estee  Lauder 
(d.  2004).  Mother  founded  eponymous  cos- 
metics company  in  1946  peddling  face  cream 
created  by  chemist  uncle.  Company  now 
controls  almost  half  of  U.S.  premium  cosmet- 
ics market.  Sales:  $5.8  billion.  Newest  "Azuree" 
line  created  by  hotshot  designer  Tom  Ford. 
Leonard:  chairman  since  1995;  son  William 
now  chief  executive.  Ronald:  recently  paid 
$135  million  for  1907  Klimt  portrait;  believed 
to  be  the  largest  sum  ever  paid  for  a  painting. 

Jim  Davis  &  family 

$2  BILLION 

New  Balance.  Newton,  Mass. 

63.  Married,  2  children 

New  Balance  Arch  Co.  founded  in  1906  with  goal 
of  correcting  orthopedic  foot  problems.  Davis  saw 
opportunity  in  the  rise  of  athletic  shoe  popular- 
ity; bought  company  on  day  of  Boston  Marathon 
1972.  Built  brand  bucking  fashion  trends.  "En- 
dorsed by  no  one"  philosophy  focused  on  sell- 
ing comfort,  support.  Jim  serves  as  chief  exec; 
wife,  Anne,  is  executive  vice  president.  Company 
now  holds  No.  2  spot  on  the  U.S.  sneaker  scene; 
sales  exceed  $1.5  billion.  Expanding  in  Asia: 
opening  50  stores  in  India  this  year. 

Manny  Mashouf 
&  family  cm 

$1.5  BILLION 

Bebe.  Brisbane,  Calif. 
68.  Married,  2  children 

Iranian-born  immigrant  ran  a  steakhouse  before 


opening  women's  boutique,  Bebe,  in  San  Fran- 
cisco 1976.  Designed  clothes  for  the  "stylish  but 
sensual"  set.  Used  massive  product  placement 
campaign  on  late  1990s  TV  shows  like  Ally 
McBeal  to  penetrate  pop  culture,  build  brand 
Took  public  1998.  Today  operates  228  stores  in 
North  America.  Sales:  $510  million.  Met  wife, 
Neda,  at  a  Bebe  store  when  she  dropped  in  to 
make  layaway  payment  on  leather  jacket;  she  now 
serves  as  vice  chairman.  Debuted  first  runway 
line  at  Fashion  Week  in  LA  last  March. 

James  Jannard 

$1.4  BILLION 
Oakley.  San  Juan  Islands,  Wash. 
57.  Divorced,  remarried;  4  children 

Media-shy  shades  tycoon  sold  motorcycle  grips 
from  his  car  trunk  1975.  Founded  Oakley;  added 
sunglasses,  goggles.  Boosted  sales  with  savvy 
marketing,  avoiding  star-endorsement  deals 
Now  invading  Nike's  turf  with  push  into  sports- 
wear, shoes.  Also  personal  electronics:  developed 
RazrWire,  Thump  sunglasses  with  built-in  MP3 
player.  Optics  products  account  for  70%  of  busi 
ness.  Handed  over  reins  to  former  Nike  exec 
Scott  Olivet  last  October;  self-proclaimed  "mad 
scientist"  still  serves  as  chairman. 

William  Kellogg 

$1.3  BILLION 

Kohl's.  Menomonee  Falls,  Wis. 
63.  Married,  2  children 

Took  control  of  Kohl's  department-store  chair 
in  management  buyout  with  partners  1986.  Ex 
panded  family-operated  40-store  chain  intc 
749-branch  empire.  Took  public  1992.  Kellog§ 
started  as  store  manager,  climbed  to  chief  exec 
utive.  Retired  2001.  Last  year  sales  rose  15%  tc 
$13  billion;  shares  up  30%  so  far  this  year.  Als 
owns  stake  in  used-car  chain  CarMax. 

Paul  Fireman 

$1  BILLION 

Reebok.  Brookline,  Mass. 
62.  Married,  3  children 

Athletic-shoe  pioneer  shelved  sneaker  war  witl 
rival  Nike  by  merging  Reebok  with  Germany' 
Adidas  last  August  for  $3.8  billion;  personal!; 
reaped  $600  million.  Bought  U.S.  distributioi 
rights  for  small  British  shoe  company  197S 
Added  women's  sneakers  amid  1980s  aerobic 
craze.  Nike  pulled  ahead  early  1990s;  sharehold 
ers  demanded  Fireman  step  down  1996.  Re 
sponded  with  2-year  deadline  to  increase  sale 
or  step  down.  Did  just  that;  returned  1999,  re 
stored  business.  Also  owns  golf  courses. 
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Barclays  has  recently  been  named  the 

LEADING  INVESTMENT  BANK 

IN  CAPITAL  RAISING. 

Rowdy  behavior  has  ensued. 


#  BARCLAYS 

quietly  conquering  the  world  of  finance 


'Barclays  Capital  ranked  #1  in  the  global  Capital  Raising  Survey  of  Euromoney  magazine,  October  2005. 

Investment  banking  services  provided  by  Barclays  Capital.  Barclays  Capital  is  the  investment  banking  division  of  Barclays  Bank 
PLC,  which  is  authorized  and  regulated  by  the  Financial  Services  Authority  and  undertakes  US  securities  business  in  the  name  of 
its  wholly-owned  subsidiary  Barclays  Capital  Inc.,  a  SIPC  and  NASD  member.  Investment  products  are:  NOT  FDIC  INSURED,  NOT 
BANK  GUARANTEED,  MAY  LOSE  VALUE.  ©  2006  Barclays  Bank  PLC.  All  rights  reserved.  Barclays  is  a  trademark  of  Barclays  Bank 
PLC.  3000-iS-0506 
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\M  PLAYERS 


Owning  a  professional  sports  team  is  an  expensive 
hobby.  Profits  are  slim.  Fans  are  rarely  loyal.  But  for 
these  Forbes  400  members,  winning  is  everything. 


354.  STEPHEN  BISCIOTTI 

Photograph  by 
Michael  J.N.  Bowles  for  Forbes 
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Micky  Arison 

$5  BILLION 

Carnival  Cruises.  Bal  Harbour,  Fla. 
57.  Married,  2  children 

Rough  seas  this  year  for  captain  of  Carnival  Corp., 
world's  largest  cruise  ship  operator.  Last  year  fer- 
ried 6.8  million  passengers,  half  of  all  seafaring 
vacationers;  enjoyed  unprecedented  rise  in 
cruise-line  tourism.  Then  came  Katrina.  Lost 
access  to  the  Port  of  New  Orleans;  2  ocean  lin- 
ers left  without  a  home.  Helping  hand:  lent  3  Car- 
nival ships  to  the  federal  government  to  provide 
temporary  housing  for  7,000  refugees  for 
6  months.  Later  donated  $2.5  million  of  his 
$2.9  million  bonus  to  charities  aiding  hurricane 
relief.  Storm  fears  sank  fall  and  winter  cruise 
bookings  to  Caribbean,  putting  half  of  Carnivals 
business  in  peril.  Company  reduced  fares  to  no 
avail;  rising  fuel  costs  hampered  profits  further. 
Stock  down  12%  since  last  September.  Owns  pro 
basketball's  Miami  Heat;  defeated  Mark  Cubans 
(see)  Dallas  Mavericks  in  2006  NBA  finals. 

William  Davidson 

$4  BILLION 

Glass.  Bloomfield  Hills,  Mich. 
83.  Divorced,  remarried;  2  children 
Started  as  a  lawyer;  joined  uncle's  glass-manu- 
facturing business  1957.  Took  public  1968,  pri- 
vate again  through  leveraged  buyout  in  1985. 
Today  Guardian  Industries  one  of  the  largest  in- 
dustrial glass  makers  in  the  world;  cash  cows  in- 
clude auto  mirrors  and  windshields.  Loves 
sports:  owns  pro  basketballs  Detroit  Pistons  and 
hockeys  Tampa  Bay  Lightning.  Both  teams  won 
world  championships  in  the  same  week  2  years 
ago.  Pistons  remain  an  NBA  powerhouse;  the 
Lightning  lost  its  thunder.  Also  owns  WNBAs 
Detroit  Shock  and  a  mini «   ague  baseball  team. 


Carl  Pohlad 

$2.6  BILLION 
Banking.  Minneapolis. 
91.  Widowed,  3  children 

Persistence  finally  paying  off  for  owner  of  pro 
baseballs  Minnesota  Twins.  After  a  decadelong 
duel,  state  legislature  finally  agreed  in  April  to 
put  up  money  for  new  outdoor  ballpark  in  Twin 
Cities.  Owner  will  pay  a  quarter  of  stadiums  $520 
million  cost;  taxpayers  will  foot  the  rest.  Perpet- 
ual small-market  overachievers  will  begin  play 
in  their  new  digs  in  2010.  Former  used-car  sales- 
man bought  Marquette  Bank  in  1955,  sold  to 
Wells  Fargo  in  2001  for  $1  billion.  Son  Bill  owns 
River  Road  Entertainment  movie  production 
company;  recent  hits  include  Brokeback  Moun- 
tain and  A  Prairie  Home  Companion. 

Melvin  Simon 

$2.6  BILLION 

Real  estate.  Indianapolis. 

79.  Divorced,  remarried.  4  children 

Herbert  Simon 

$1.2  BILLION 

Real  estate.  Indianapolis. 

71.  Divorced,  remarried;  6  children 

Brothers.  Mel  left  native  Brooklyn  for  Midwest, 
ended  up  in  Army.  Sold  encyclopedias,  spent 
time  as  a  leasing  agent.  With  younger  brother 
Herb  made  fortune  covering  the  country  with 
shopping  malls,  including  Minnesota's  Mall  of 
America;  duo  currently  in  litigation  with  former 
partners.  Cochair  Simon  Property  Group;  REIT 
owns  or  operates  nearly  200  million  square  feet 
of  leasable  space  at  284  properties  in  North 
America.  Grander  ambitions:  building  condos, 
hotels  in  new  mall  developmerts.  Also  own  pro 
basketball's  Indiana  Pacers. 


Ann  Walton  Kroenke 

$2.6  billion 

Wal-Mart.  Columbia,  Mo. 
56.  Married,  2  children 

E.  Stanley  Kroenke 

$2.1  BILLION 

Real  estate,  sports.  Columbia,  Mo. 
59.  Married,  2  children 

Husband  and  wife.  Ann  inherited  big  Wal-Mart 
stake  from  father  James  (Bud)  Walton  (d.  1995), 
who  cofounded  retail  giant  with  brother  Sam. 
Stanley  made  fortune  as  a  real  estate  developer; 
built  shopping  centers  anchored  by  Wal-Mart 
stores.  Also  owns  1  million  acres  of  ranch  land 
across  the  Midwest  and  Canada.  Sports  junkie 
owns  stakes  in  pro  footballs  St.  Louis  Rams,  bas 
ketball's  Denver  Nuggets,  hockeys  Colorado 
Avalanche,  soccers  Colorado  Rapids.  This  year 
bought  Napa  Valley  winery  Screaming  Eagle;  cult 
cab  limits  production  to  600  cases  a  year.  Bot- 
tles of  first  vintage  (1992):  $3,000. 

Glen  Taylor 

$2.3  BILLION 
Printing.  Mankato,  Minn. 
65.  Divorced,  5  children 

Minnesota  farm  boy  turned  6- figure  investment 
into  $1.75  billion  (sales)  printing  empire.  Worked 
way  though  college  at  print  shop;  persuaded  re- 
tiring owner  to  sell  for  $2  million  over  10  years. 
Paid  off  debt  early,  built  Taylor  Corp.  into  print- 
ing monster:  invitations,  stationery,  magazines. 
Retired  CEO  owns  99%;  still  chairman.  Says  he's 
on  the  lookout  for  acquisitions  in  the  coming 
year.  Also  developing  small  agribusiness  on  his 
Iowa,  Minnesota  farmland:  chickens,  liquefied 
eggs.  "The  chicken  business  is  an  old  business. 
I'm  bringing  new  technology  to  it."  Former  Re- 
publican state  senator  also  owns  pro  basketball's 
Minnesota  Timberwolves. 

Mark  Cuban 

$2.3  BILLION 
Broadcast.com.  Dallas. 
48.  Married,  1  child 

Dot-com  impresario  turned  basketball  bad  boy 
now  creating  a  small  entertainment  empire.  Pitts 


^TmrnHBTRT 

139  members  of 
The  Forbes  400 
inherited  at  least 
some  of  their 
wealth. 
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THE  NEW  TD  AMERITRADE. 
AN  INVESTOR'S  COMPANY 
NOT  AN  INVESTMENT  COMPANY 

At  the  new  TD  AMERITRADE,  we  put  you,  the  investor,  first.  In  fact,  we  view  it  as  our  mission  to  support  you, 
so  you  can  pursue  financial  independence  your  way.  So  we  ask,  "How  independent  do  you  want  to  be?" 

Some  of  you  want  to  call  your  own  shots,  but  you  may  also  want  some  assistance.  With  knowledgeable 
people  in  more  than  100  branch  offices,  we  can  help.  Some  of  you  merely  want  a  bit  of  reliable  intelligence 
;  to  confirm  your  brilliant  idea.  We  offer  that  in  the  form  of  solid,  independent  research.  Still  others  just  want 
advanced  trading  tools  and  a  fast  reliable  trading  platform.  We  offer  that  too. 

Clearly,  many  of  you  slide  along  this  spectrum.  One  day  feeling  brisk  and  confident.  The  next,  wanting 
a  shoulder  to  lean  on.  Once  again,  we  can  help.  And  you'll  always  get  fair,  straightforward  pricing.  Every 
Internet  equity  trade  is  $9.99.  And  no  maintenance  fees. 

It's  what  makes  TD  AMERITRADE  an  investor's  company,  not  an  investment  company. 

TD  AMERITRADE.  The  Independent  Spirit. 


ill,  click  or  stop  by  today.  |  877-TDAMERITRADE  |  TDAMERITRADE.COM 


AMERITRADE 


irket  volatility,  volume  and' system  availability  may  delay  account  access  and  trade  executions.  Trades  executed  in  multiple  lots  on  the  same  day  are  charged  a  single  commission.  Trades 
ftially  executed  over  multiple  trading  days  are  subject  to  commission  charges  for  each  trading  day.  TD  AMERITRADE,  Division  of  TD  AMERITRADE.  Inc..  member  NASD/SIPC.  TD  AMERITRADE 
a  trademark  jointly  owned  by  TD  AMERITRADE  IP  Company,  Inc.  and  The  Toronto  Dominion  Bank.  ©2006  TD  AMERITRADE  IP  Company,  Inc.  All  rights  reserved.  Used  with  permission. 


RESTORE  A  CLASSIC 

FORM  OF 
TRANSPORTATION. 


With  Allen-Edmonds  Recrafting* 
your  worn  Allen-Edmonds  shoes 
are  returned  to  their  original 
glory.  That's  because  we  use  the 
same  techniques  we  used  in  their 
original  construction.  For  more 
information  and  to  download  a 
postage-paid  mailing  label,  visit 
allenedmonds.com.  Or,  visit  your 
nearest  Allen-Edmonds  dealer  or 


Allen 
Mmonds 


allenedmonds.com 
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burgh  native  bartended  in  Dallas  before  creat- 
ing systems- integration  firm  MicroSolutions;  sold 
in  1990  for  $6  million.  Started  Broadcast.com 
with  Indiana  University  pal  Todd  Wagner  (see) 
1995.  Sold  to  Yahoo  5  years  later  for  $5.7  billion 
in  stock,  sold  out  before  Internet  bust.  Used 
windfall  to  buy  pro  basketballs  Dallas  Maver- 
icks. Team  lost  this  year's  NBA  finals  to  Micky 
Anson's  (see)  Miami  Heat.  With  Wagner  owns 
stakes  in  HDNet,  Magnolia  Pictures,  2929  En- 
tertainment. Duo  sold  syndicator  Rysher  Enter- 
tainment (Hogans  Heroes,  Nash  Bridges)  to 
Qualia  Capital  in  February. 

Charles  F.  Dolan  &  family 

$2.3  BILLION 
Cablevision.  Oyster  Bay,  N.Y. 
79.  Married,  6  children 

Cable  guy  founded  network  that  became  Home 
Box  Office;  traded  stake  with  the  old  Time  Inc. 
for  a  cable  company  with  1 ,500  Long  Island  cus- 
tomers in  1973.  Bet  became  Cablevision.  Took 
public  1986,  stock  up  400%  since  1992  despite 
tough  times  following  tech  bubble.  Sales  now  top 
$5  billion.  Issued  $10  special  dividend  in  April; 
personally  netted  $580  million.  Company  among 
those  entangled  in  the  SEC's  investigation  of 
backdated  stock  options.  Son  James  runs  pro  bas- 
ketball's New  York  Knicks,  hockey's  Rangers. 

H.  Wayne  Huizenga 

$2.1  BILLION 
Investments.  Fort  Lauderdale. 
68.  Divorced,  remarried;  4  children 

College  dropout  bought  used  garbage  truck  in 
1 962;  turned  small  trash-hauling  operation  into 
waste-management  titan  WMX.  Resigned  1984, 
shifted  to  movies.  Bought  19-store  video  rental 
chain  Blockbuster  1987;  expanded,  sold  to  Via- 
com 7  years  later  for  $8.4  billion.  Invested  some 
of  the  proceeds  in  resorts;  sold  stake  in  Extended 
Stay  America  to  Stephen  Schwarzmans  (see) 
Blackstone  Group  2004  for  $185  million.  Owner 
of  pro  football's  Miami  Dolphins  now  revamp- 
ing his  Dolphin  Stadium  to  host  Super  Bowl  XLI 
next  February. 

Norma  Lerner 

$1.5  BILLION 
Inheritance.  Cleveland. 
70.  Widowed,  2  children 

Nancy  Lerner 

$1.5  BILLION 

Inheritance.  Cleveland. 
46.  Married,  5  children 
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Randolph  Lerner 

$1.5  BILLION 
Inheritance.  Cleveland. 
44.  Married,  4  children 

Widow  and  children  of  Al  Lerner  (d.  2002),  who 
brought  professional  football  back  to  Cleveland 
after  making  billions  in  credit  cards  through 
MBNA.  Heirs  now  out  of  that  business;  sold 
company  to  Bank  of  America  last  June  for  $35 
billion  in  cash  and  stock.  Family  netted  $300  mil- 
lion cash;  today  their  shares  of  BofA  worth  $2.2 
billion.  Randy  is  active  as  Browns  owner.  Also 
negotiating  to  buy  Birmingham,  England  soc- 
cer club  Aston  Villa  for  $  1 20  million.  Known  for 
Cleveland-area  medical  philanthropy. 

Michael  Hitch 

$1.5  BILLION 

Little  Caesars  Pizza.  Detroit. 

77.  Married,  7  children 

Son  of  Macedonian  immigrants  played  short- 
stop for  pro  baseball's  Detroit  Tigers  farm  team. 
Bought  the  franchise  in  1992;  team  on  verge  of 
reaching  playoffs  for  first  time  since  1987. 
Opened  first  Little  Caesars  pizza  joint  in  1959 
after  injury  ended  career;  40  stores  by  1 967.  Mod- 
eled franchise  on  Ray  Kroc's  McDonald's:  cheap 
ingredients,  fast  service,  drive-up  windows. 
Business  lagged  1990s;  ditched  frozen  cheese,  re- 
furbished stores.  Sales:  $1.2  billion.  Also  owns 
pro  hockeys  Detroit  Red  Wings. 

William  France  Jr. 

$1.5  BILLION 

Auto  racing.  Daytona  Beach,  Fla. 
74.  Married,  2  children 

James  France 

$1.5  BILLION 

Auto  racing.  Daytona  Beach,  Fla. 
62.  Married,  3  children 

Brothers  inherited  Daytona  speedway  (race 
tracks)  and  Nascar  (racing  circuit)  from  father 
William  H.G.  France  (d.  1992),  visionary  who 
consolidated  stock  car  leagues.  Bill  Jr.:  took  over 
1972,  brought  Nascar  to  mainstream,  licensed 
TV  rights  for  $2.4  billion.  Son  Brian  took  wheel 
in  2003.  James:  chief  of  track  owner  International 
Speedway.  In  March  family  awarded  coveted 
Nascar  Hall  of  Fame  to  Charlotte,  N.C. 

Robert  McNair 

$1.5  BILLION 
Energy,  sports.  Houston. 
69.  Married,  4  children 

Cogen  Technologies  founder  sold  nations  then- 


Wherever  in  the  world  you  compete, 
chigan  can  give  you  the  upper  hand. 


IN  A  SERIES  OF  THOUSANDS 


(hen  Asterand  put  Michigan  under  the 
Horoscope,  they  made  BIG  discoveries, 


Every  day  the  scientists  at  Asterand  work  with 
human  tissue.  They  are  the  leading  global  supplier 
of  high-quality  human  tissue  and  tissue-based 
services  for  medical  research.  Among  the  products 
they  supply  is  the  high-throughput  tissue  microarray, 
which  contains  hundreds  of  tiny  tissue  samples  on 
a  single  microscope  slide.  So  when  Asterand  was 
looking  to  make  a  move,  there  is  no  doubt  they  put 
every  option  under  the  microscope.  And  they  made 
an  amazing  discovery:  Michigan. 


When  you  work  with  the  Michigan  Economic 
Development  Corporation,  you  find  success. 
Especially  with  advantages  like  the  S2  billion 
21  st  Century  Jobs  Fund.  PLUS,  Michigan  is 
home  to  an  experienced,  tech-savvy  workforce 
and  world-renowned  universities.  In  fact,  we're 
ranked  #2  among  all  states  for  patents  awarded 
to  public  universities. 

So,  if  success  is  something  you'd  like  to  discover, 
look  to  Michigan.  Because  wherever  in  the  world 
you  compete,  Michigan  can  give  you  the  upper 
hand.  Let  the  Michigan  Economic  Development 
Corporation  show  you  how.  Call  800  878  7722 
or  click  on  michigan.org/biz. 


ECONOMIC  DEVELOPMENT  CORPORATION 

THE  UPPER  HAND 

michigan.org/biz 
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largest  privately  held  power  company  to  Enron 
Q£  for  $1.5  billion  in  1999;  took  cash  and  stock. 
Dumped  shares  before  energy  giants  spectacu- 
lar  fall.  Hometown  hero:  brought  pro  football 
to  Houston  with  Texans  expansion  team  in  2002; 
I  team  finished  2-14  last  season.  Horse  afi- 
q_  cionado  controls  Stonerside  Stables,  home  of 
Kentucky  Derby,  Belmont  participant  "Bob  and 
John."  Goal:  win  both  Super  Bowl  and  Kentucky 

<'   Derby.  Sprucing  up  downtown  Houston  with 
gardens,  pedestrian -friendly  streets. 

h—  O.  Bruton  Smith 

$1.4  BILLION 

Speedway  Motorsports.  Charlotte, 

N.C. 

79.  Divorced,  4  children 

Stock  car  maven  attended  first  auto  race  at  age 
8;  promoted  events  on  dirt  track  in  Midland, 
N.C.  as  teen.  Opened  Charlotte  Motor  Speed- 
way 1960;  bankrupt  2  years  later.  Founded  Speed- 
way Motorsports.  Public  1995.  Now  controls  6 
tracks;  commands  highest  average  number  of 
seats  per  track  in  the  industry.  Increasingly  threat- 
ened by  competitors  William  and  James  France 
(see  both),  owners  of  Nascar  and  International 
Speedway  Corp.  Despite  rumor,  says  no  plans 
to  race  in  Mexico:  "I  thought  Taco  Bell  was  a 
phone  company."  Donates  money  to  child- re- 
lated causes  via  Speedway  Children's  Charities. 

Jerral  Jones 

$1.3  BILLION 
Dallas  Cowboys.  Dallas. 
63.  Married,  3  children 

Purchased  pro  football's  Dallas  Cowboys  and 
stadium  17  years  ago  with  $140  million  in  oil 
money.  "America's  team"  now  worth  $970 
million  net  of  debt.  Building  new  $770  mil- 
lion stadium,  most  expensive  sports  venue  in 
U.S.  history;  Cowboys  Stadium  scheduled  to 
open  for  2009  NFL  season.  Captain  of  1964 
Cotton  Bowl-winning  U.  of  Arkansas  Razor- 
backs  football  team.  Joined  father's  insurance 
business  after  earning  M.B.A.  Struck  gas  in 
first  13  wells  drilled  in  early  1970s.  Also 
invested  in  poultry,  cattle. 

Robert  Kraft 

$1.3  BILLION 

New  England  Patriots.  Brookline, 

Mass. 

65.  Married,  4  children 
Son  of  a  dressmaker  in  Boston's  Chinatown 
district;  observant  Jewish  father  wanted  Bob 
to  be  a  rabbi.  Went  to  Harvard  Business 


School  instead.  Married  Myra  Hiatt,  whose 
father  ran  packaging  company  Rand-Whit- 
ney. Joined,  eventually  bought  company  in 
1972.  Same  year  started  International  Forest 
Products:  owns  mills,  manufactures  and  dis- 
tributes paper  and  packaging  products  in  80 
countries.  Bought  pro  football's  New  England 
Patriots  in  1994,  paying  then-record  $172 
million.  Franchise  now  worth  $1.2  billion. 
Won  Super  Bowl  in  2002,  2004, 2005. 

BJ.  (Red)  McCombs 

$1.3  BILLION 

Radio,  oil,  real  estate.  San  Antonio. 
78.  Married,  3  children 

Former  owner  of  pro  football's  Minnesota 
Vikings  sold  team  to  Arizona  businessman  Reg- 
gie Fowler  in  February  2005;  reinvesting  proceeds 
in  oil,  real  estate,  car  dealerships.  Red  dropped 
out  of  law  school  to  sell  cars;  owned  first  deal- 
ership by  age  25.  Cofounded  radio  station  em- 
pire Clear  Channel  Communications  with 
Lowry  Mays  in  1972;  today  4.8  million  shares 
worth  $130  million.  Owns  real  estate  through- 
out Texas;  developing  apartments,  industrial 
parks  in  Houston,  Austin,  San  Antonio. 


Arthur  Blank 

$1.3  BILLION 

Home  Depot.  Atlanta. 
64.  Divorced,  remarried;  6  children 

Cofounded  do-it-yourself  home  improvement 
chain  Home  Depot  with  partner  Bernard  Mar- 
cus (see)  after  getting  fired  from  now  defunct 
Handy  Dan  Improvement  Center  in  1978j 
Hardware  giant  went  public  3  years  later; 
youngest  American  retailer  to  surpass  $70  bil- 
lion sales  milestone.  Hung  up  tool  belt  2000 
Owner  of  pro  football's  Atlanta  Falcons  and 
Georgia  Force  arena  gridiron  squad  vying  for  pro 
baseball's  Atlanta  Braves.  Recently  pledged  $2 
million  to  fight  youth  obesity. 

Leslie  Alexander 

$1.2  BILLION 
Investments.  Houston. 
63.  Divorced,  1  child 

New  Jersey-raised  money  man  studied  a) 
NYU.  Then  Wall  Street.  Started  in  options 
group  at  Lawrence  Kotkin  Associates,  gradu- 
ated to  corporate  bonds.  Went  to  Western 
State  Law  (now  Thomas  Jefferson  Law)  al 
night,  started  managing  own  money  viq 
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OUR 

SANDCASTLES  COME  WITH 

6  STAR  SERVICE 
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RESIDENCES 


s  is  not  an  ofler  nor  is  an  offer  made  where  prohibited  by  law  A  prospective  purchaser  should  seek  competent  legal  advice  n  connection  with  any  purchase.  Home  depiction  s  a  Temenos  Estate  model  hems  Some  phGtns  die  beaches  substantially  smhr  lo  trie  project  s 
Khes.  Hotel  services  would  be  available  at  an  additional  tee  not  included  in  the  purchase  pnee  Construction  ot  the  Estates.  Villas,  and  Oceantront  Residences  is  scheduled  to  begin  in  the  tali  ot  20O4  They  will  not  be  owned,  developed,  or  sold  by  Starwoon  Hotels 
iesorts  Worldwide.  Inc.  The  use  of  the  Si.  Regis  trademark  Is  pursuant  to  a  license  from  Starwood  Hotels  &  Resorts  Worldwide  Inc.  to  an  affiliate  ot  Flag  Luxury  Properties.  LLC,  which  license  may  be  terminated  or  revoked  pursuant  to  the  terms  thereof 
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Alexander  Group  1980.  Invested  in  for-profit 
student-loan  provider  First  Marblehead  1991. 
Today  owns  14.2  million  shares  worth  $750 
million;  stock  up  60%  since  January.  Bought 
pro  basketball's  Houston  Rockets  in  1993. 
Animal  rights  advocate. 

Robert  McLane 

$1.2  BILLION 

Wal-Mart,  logistics.  Temple,  Tex. 
70.  Married,  2  children 

Earned  M.B.A.  from  Michigan  State.  Joined  fam- 
ily grocery-distribution  business  1959,  worked 
night  shift  loading  trucks.  Sold  to  tennis  part- 
ner Sam  Walton  for  cash  and  Wal-Mart  stock 
in  1990.  Today  owns  18  million  shares  worth 
$800  million.  Owns  pro  baseballs  Houston  As- 
tros. In  June  lured  pitcher  Roger  Clemens  out 
of  retirement  with  a  $22  million  contract.  Back- 
fired: Astros  will  likely  miss  the  playoffs.  Sits  on 
board  of  Boy  Scouts  of  America. 

Alexander  Spanos 

$1.1  BILLION 

Real  estate,  Stockton,  Calif. 

83.  Married,  4  children 

Onetime  baker  broke  ground  on  properties  in 

the  1960s.  Today  A.G.  Spanos  Cos.  is  one  of  the 


country's  largest  apartment  developers.  Prospects 
dimming  as  housing  demand  wanes,  industry 
shifts  toward  regional  and  national  builders. 
Owner  of  pro  footballs  San  Diego  Chargers  busy 
negotiating  new  home  for  his  team,  now  in  39th 
year  of  playing  at  Qualcomm  Stadium;  has  buy- 
out clause  that  could  set  him  free  in  2008. 

Stephen  Bisciotti 

$1.1  BILLION 

Outsourcing.  Millersville,  Md. 
46.  Married,  2  children 

Maryland  native  spent  high  school  summers 
mowing  lawns,  pumping  gas.  Graduated  Salis- 
bury State,  founded  Aerotek  with  $3,500  at  age 
23;  company  provides  engineers  to  aerospace  in- 
dustry. Now  holds  majority  stake  in  job  out- 
sourcer  Allegis  Group.  Nation's  third-largest 
staffing  firm  places  construction,  medical,  call- 
center  workers.  Estimated  sales:  $4.4  billion. 
"Shots"  owns  pro  football's  Baltimore  Ravens. 

Daniel  Gilbert 

$1.1  BILLION 

Quicken  Loans.  Livonia,  Mich. 
44.  Married,  5  children 

Started  small  mortgage  company  in  1985  with 
$5,000  made  delivering  pizzas  in  college.  Sold 


to  Intuit  for  $532  million  in  1999;  bought  it  back 
3  years  later  for  $64  million.  Early  Internet  em- 
bracer turned  Quicken  Loans  into  nation's 
largest  online  mortgage  company.  Closed  $16  bil- 
lion in  loans  in  2005.  Sports  fanatic:  purchased 
NBAs  Cleveland  Cavaliers  for  $375  million;  re- 
signed star  LeBron  James  to  3 -year,  $60  million 
contract.  Plays  pickup  basketball,  attempting  to 
break  Michigan's  steroid-free  bench-press 
weightlifting  record  Recendy  bought  $32  mil- 
lion stake  in  Eprize.com,  which  runs  online  pro- 
motions for  clients  like  Coca-Cola  and  Disney. 

Michael  Heisley 

$1  BILLION 

Manufacturing.  Jupiter  Island,  Fla. 
69.  Married,  5  children 

Former  computer  salesman  wanted  to  run  his 
own  business.  Sold  house  for  $150,000,  bor 
rowed  another  $10  million,  bought  Conco, 
maker  of  sewer  and  drain  equipment.  Mar 
gins  not  important:  borrows  against  cash  flow 
to  buy  the  next  company,  usually  near-bank 
rupt  Rust  Belt  manufacturers.  Today  privately 
held  Heico's  sales  exceed  $2.5  billion  from 
some  40  companies.  Recent  purchases:  tele- 
com-switch vendor  CopperCom,  bankrupt 
steelmaker  Ivaco.  Owner  of  pro  basketball's 
Memphis  Grizzlies  gives  to  hospitals  (Chil 
dren  of  St.  Jude  Memphis  Grizzlies  House), 
education  (alma  mater  Georgetown  Univer- 
sity), religious  organizations.. 

Jeremy  Jacobs 

$1  BILLION 

Delaware  North.  East  Aurora,  N.Y. 
66.  Married,  6  children 

Father,  Louis,  opened  popcorn  stand  in  1915, 
grew  into  major  sports  concessions  business 
Jeremy  took  over  company  after  father's 
death,  transformed  Delaware  North  into 
global  player  in  food  and  hospitality.  Height- 
ened airport  security  and  waning  popularity 
of  amusement  parks  pushing  business  past 
hot  dogs  and  cotton  candy.  Heavily  invested 
in  new  $1.4  billion  Wembley  National  Sta 
dium;  90,000-seat  sports-and-concert  venue 
outside  London  to  open  late  2007.  Horse  lover 
bidding  with  Empire  Racing  Associates  to 
operate  New  York's  Aqueduct,  Belmont  and 
Saratoga  racetracks.  Also  lobbying  Pennsylva 
nia  officials  to  operate  a  $5.4  million  slots  par- 
lor at  the  Seven  Springs  resort  outside  Pitts- 
burgh .  Owner  of  pro  hockey's  Boston  Bruins 
will  be  inducted  into  Sports  Hall  of  Fame 
this  fall. 
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MANAGING  CASH 


STRATEGIC  ADVICE 


COMMERCIAL  FINANCING 


RAISING  CAPITAL 


You've  always  known  that 

windows  of  opportunity  open 

only  for  companies  unafraid  to  fly. 


That  staying  ahead  Of  the  Curve  happens 
solely  by  traveling  the  road  a  few  thousand  times. 

That  the  things  keeping  you  awake  at  night 
are  the  only  things  keeping  you  awake,  period. 

You've  always  known  the  next  big  thing  won't 
come  from  the  same  old  thinking. 


Which  is  why  you've  never  given  your  choice 

of  bank  a  second  thought. 


You  put  a  lot  of  thought  into  the  company  you  run.  Fortunately,  you 
put  equal  thought  into  the  company  you  keep.  That's  why  more 
and  more  decision  makers  like  you  are  deciding  on  KeyBank  for  the 
people,  plans  and  products  needed  to  help  your  companies  reach 
their  destinations,  one  smart  step  at  a  time.  Which,  after  all,  is  how 
you  got  them  here  in  the  first  place. 

Achieve  anything.  

Call  1-800-KEY6070,  or  visit  Key.com/corporate. 

KeyBank 


All  loans  subject  to  credit  approval.  Key.com  is  a  federally  registered  trademark  of  KeyCorp. 

©2006  KeyCorp 


ur  every  wish  is  another  dollar  for  them.  These  service  industry  impresarios 
get  richer  every  time  you  place  a  bet,  rent  a  car  or  trade  a  stock  online. 
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Jack  Crawford  Taylor  &  family 

$13.9  BILLION 

Enterprise  Rent-A-Car.  St.  Louis. 

84.  Married,  2  children 

Left  Washington  University  to  serve  in  Navy;  be- 
came fighter  pilot  on  U.S.S.  Enterprise  during 
WWII.  Sold  cars  after  war,  became  sales  man- 
ager for  St.  Louis  Cadillac  distributor.  Took  50% 
pay  cut  to  start  own  car-leasing  business;  offered 
rentals  as  temporary  replacements  for  stolen, 
wrecked  cars.  Business  boomed  in  1970s  after 
courts  made  insurance  companies  pay  for  re- 
placement rentals.  Today  Enterprise  Rent-A- 
Cars  net  profits  exceed  $700  million.  Son  An- 
drew began  working  for  father  "as  soon  as  I  could 
drive";  now  chairman  and  chief  executive.  In- 
creasing presence  at  airports;  selling  used  cars. 

Charles  Schwab 

$4.6  BILLION 
Discount  stock  brokerage. 

Atherton,  Calif. 

69.  Married,  5  children 

Stanford  grad  opened  markets  to  the  masses  with 
eponymous  discount  stock  brokerage  firm  1971. 
Accounts  skyrocketed  during  Internet  boom, 


then  plummeted  when  bubble  burst.  Charles 
abandoned  CEO  post  2003;  resumed  a  year  later 
when  profits  sagged.  No  plans  for  retirement.  In 
December  company  switched  listing  from  New 
York  Stock  Exchange  to  Nasdaq;  believes 
member  companies  are  more  "forward-think- 
ing." So  far,  so  good:  shares  up  15%  since. 
Dyslexic;  started  the  Charles  &  Helen  Schwab 
Foundation  for  children  with  learning  disabili- 
ties and  ADHD. 

B.  Wayne  Hughes 

$4.1  BILLION 

Public  Storage.  Malibu,  Calif. 

73.  Divorced,  3  children  (1  deceased) 

Former  exec  at  real  estate  syndicate  Property 
Research  started  storage  business  1972  after 
stopping  at  warehouse  on  road  trip  and  learn- 
ing it  was  full.  Lost  potential  customers  with 
confusing  signs:  people  thought  "Private  Stor- 
age" meant  closed  to  the  general  public.  New 
name  brought  them  in  droves.  Today  Public 
Storage  is  the  nations  largest  self-storage 
company,  with  over  2,100  facilities  around  the 
world.  This  year  bought  rival  Shurgard  for 
$5.5  billion  in  hostile  takeover;  Seattle  storage 


outfit  has  a  window  on  the  coveted  European 
market.  Supports  cancer  causes,  particularly 
children's  leukemia.  Donated  $200  million  to 
Parker  Hughes  Cancer  Center  in  St.  Paul, 
Minn.,  named  for  late  son. 

Richard  DeVos 

$3.5  BILLION 
Alticor.  Ada,  Mich. 
80.  Married,  4  children 

Became  friends  in  early  1940s  with  Jay  Van 
Andel  (d.  2004)  after  Richard  offered  Jay  25 
cents  a  week  in  exchange  for  a  ride  to  school. 
After  high  school  joined  military  together. 
Opened  drive-in  eatery;  then  founded  Amway. 
Reorganized  as  Alticor  in  2000.  Today  3  mil- 
lion salespeople  distribute  personal  care,  home 
products  in  more  than  80  countries.  Sales:  $6 
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billion.  Now  retired,  serves  on  board.  Heart 
transplant  recipient  owns  pro  basketball's 
Orlando  Magic.  Long-practicing  Christian 
tithes  10%  of  income  to  church;  with  wife, 
Helen,  has  donated  $400  million  to  health,  ed- 
ucation, the  arts. 

Steven  Udvar-Hazy 

$3.1  BILLION 
International  Lease  Finance. 

Beverly  Hills,  Calif. 
60.  Married,  4  children 

Hungarian  immigrant's  family  fled  Soviet  oc- 
cupation, moved  to  New  York  1958.  Became 
obsessed  with  airplanes  as  a  child.  Studied  eco- 
nomics at  UCLA,  got  hooked  on  flying;  ran 
own  plane  brokerage  while  in  college.  Then 
with  $150,000  savings,  $1.7  million  bank  loan, 
started  International  Lease  Finance  with  Louis 
and  Leslie  Gonda  (see  both).  Business  took  off: 
airlines  lined  up  for  cheap,  low- risk  leases  as 
industry  was  deregulated  during  1970s.  Be- 
came one  of  worlds  largest  aircraft  lessors.  Sold 
to  AIG  in  1990;  rising  shares  made  him  bil- 
lionaire. Still  works  for  insurance  giant;  says 
he's  insulated  from  industry's  downward  spi- 


A  nice  start. 


For  more  than  forty  years,  we've  helped  fuel  the  U.S.  market  with  a  steady  supply  of  crude  from 
the  largest  liquid  reserves  in  the  Western  Hemisphere.  And  with  the.  backing  of  Petroleos  de 
Venezuela,  we're  making  sure  America's  energy  needs  are  met.  Today  and  for  generations  to  come. 

www.fuelingtomorrow.com 
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Luxury  and  the  city.  Island  Shangri-La,  Hong  Kong 

Breathtaking  views  of  Hong  Kong's  harbour.  A  convenient  location  next  to  the 
financial  district  of  Central.  And  the  exceptionally  high  standard  of  hospitality  you 
expect  from  Shangri-La.  These  are  the  qualities  which  enable  Island  Shangri-La  to  offer 
an  oasis  of  luxury  and  tranquility  in  one  of  the  world's  most  vibrant  cities. 
Come  experience  it  for  yourself. 
www.shangri-la.com 
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ral  with  majority  of  business  coming  from 
overseas.  Friend  of  actor/pilot  John  Travolta; 
reads  the  official  Airline  Guide  at  bedtime.  "It 
gives  me  an  understanding  of  where  airlines 
are  flying." 

Roland  Arnall 

$3  BILLION 

Mortgage  banking.  Holmby  Hills,  Calif. 
67.  Divorced,  remarried 

Born  in  Paris  on  eve  of  WWII;  family 
moved  to  Montreal,  then  California  late 
1950s.  Peddled  flowers  on  street  corners  in 
Los  Angeles.  Started  investing  in  real  estate 
1970s;  expanded  to  financial  services,  oil, 
technology.  Built  mortgage  lender 
Ameriquest  by  aggressively  selling  mort- 
gages to  homeowners  unable  to  get  tradi- 
tional bank  loans.  Today  company  is 
nations  largest  subprime  mortgage  provider. 
Tough  times:  rising  interest,  default  rates 
hammering  profits.  In  January  paid  $325 
million  to  49  states  to  settle  predatory- 
lending  charges.  Closed  230  retail  offices, 
fired  3,800  employees  5  months  later.  Big 
Bush  supporter  sworn  in  as  ambassador  to 
the  Netherlands  February;  ceded  control  of 
Ameriquest  to  wife,  Dawn.  Also  sold  off 
stakes  in  Dutch  brewer  Heineken,  oil  con- 
glomerate Royal  Dutch  Shell,  Anglo-Dutch 
food  retailer  Unilever. 

Stephen  Bechtel  Jr. 

$2.7  BILLION 
Engineering,  construction. 

San  Francisco. 

81.  Married,  5  children 

Riley  Bechtel 

$2.7  BILLION 
Engineering,  construction. 

San  Francisco. 

54.  Married,  3  children 

Third-  and  fourth-generation  heads  of  engi- 
neering juggernaut  that  built  the  Hoover 
Dam,  Trans-Alaska  Pipeline  and  Channel 
Tunnel.  Revenues  now  exceed  $18  billion; 
rapid  growth  recently  with  large  rebuilding 
contracts  in  Iraq.  Father  and  son  believed 
to  own  20%  of  company  each.  Recent  high- 
profile  projects  include  Washington  State's 
Tacoma  Narrows  Bridge,  building  emer- 
gency housing  in  Louisiana  after  Katrina. 
Also  erected  China's  largest  petrochemical 
plant,  natural  gas  facilities  in  Australia  and 
Africa.  Riley  now  chairman,  CEO. 


Stephen  Wynn 

$2.6  BILLION 
Casinos,  hotels.  Las  Vegas. 
64.  Married,  2  children 

Casino  impresario  catching  up  to  archneme- 
sis  Sheldon  Adelson  (see)  in  Chinese  gam- 
bling mecca  Macau.  Unveiled  $1.2  billion 
Wynn  Macau  casino  resort  last  month;  com- 
plex features  600  hotel  rooms,  6  restaurants. 
Son  of  bingo  parlor  operator  studied  at  U  of 
Pennsylvania,  became  keno  manager  at  Fron- 
tier Hotel  in  Las  Vegas.  Bought  Golden 
Nugget  before  building  Mirage,  Treasure 
Island  and  Bellagio  theme  resorts.  Sold 
Mirage  Resorts  to  Kirk  Kerkorian  (see)  for 
$6.4  billion  in  2000.  Wynn  Resorts  public 
2002;  stock  up  430%  since.  Opened  $2.7  bil- 
lion Wynn  Las  Vegas  last  April.  Gave  up  on 
bid  for  license  to  build  casino  in  Singapore 
last  December;  Adelson  won  months  later. 

James  Moran 

$2.4  BILLION 
Auto  distributorships. 

Deerfield  Beach,  Fla. 

88.  Widowed,  remarried;  3  children 

Started  pumping  gas  at  age  14.  Opened  Hud- 
son dealership  in  1946,  then  Courtesy  Ford 
1955;  became  world's  largest  Ford  dealer, 
Chicago  icon,  thanks  to  "The  Courtesy  Man" 
TV  commercials.  Retired  to  Florida  1966; 
battled,  beat  cancer.  Signed  on  to  be  regional 
Toyota  distributor  in  1968;  today  Southeast 
Toyota  nation's  biggest  Toyota  distributor. 


Also  runs  world's  largest  Lexus  dealer  near 
Fort  Lauderdale;  auto  finance  companies.  JM 
Family  Enterprises  sales:  $9.4  billion. 
Founded  Youth  Automotive  Training  Center 
1984,  provides  auto  education  to  southern 
Florida's  youth.  Other  goodwill  via  Jim  Moran 
Foundation. 

J.  Joseph  Ricketts  &  family 

$2.3  BILLION 

TD  Ameritrade.  Omaha. 

65.  Married,  4  children 

Nebraska  native  ran  anonymous  discount 
stock  brokerage.  Brought  business  online 
1994,  transformed  into  Internet  power- 
house. Public  1997.  Stopped  $6  billion 
takeover  bid  from  chief  rival,  E-Trade,  last 
summer;  bought  TD  Waterhouse  for  $1.7 
billion  a  few  months  later.  Today  TD  Amer- 
itrade boasts  6.1  million  accounts,  executes 
196,000  transactions  a  day.  Son  Pete  run- 
ning for  U.S.  Senate;  dumped  $5  million  in 
primary,  plans  to  spend  another  $2.5  mil- 
lion before  November. 

Thomas  Pritzker 

$2.3  BILLION 

Hotels,  investments.  Chicago. 

56.  Married,  3  children 

Penny  Pritzker 

$2.1  BILLION 

Hotels,  investments.  Chicago. 
47.  Married,  2  children 


Jay  Robert  (J.B.)  Pritzker 

$2  BILLION 

Hotels,  investments.  Evanston,  III. 
41.  Married,  2  children 

Anthony  Pritzker 

$2  BILLION 

Hotels,  investments.  Los  Angeles. 
45.  Married,  4  children 

James  Pritzker 

$2  BILLION 

Hotels,  investments.  Chicago. 
55.  Divorced,  3  children 

John  A.  Pritzker 

$2  BILLION 

Hotels,  investments.  San  Francisco. 
53.  Married,  3  children 

Linda  Pritzker 

$2  BILLION 

Hotels,  investments.  St.  Ignatius,  Mont. 
52.  Divorced,  3  children 

Karen  Pritzker 

$2  BILLION 

Hotels,  investments.  New  Haven,  Conn. 
48.  Married,  4  children 

Jean  (Gigi)  Pritzker 

$2  BILLION 

Hotels,  investments.  Chicago. 
44.  Married,  3  children 

Daniel  Pritzker 

$2  BILLION 
Hotels,  investments. 

Marin  County,  Calif. 
47.  Married,  5  children 

Nicholas  J.  Pritzker  II 

$1.6  BILLION 

Hotels,  investments.  Chicago. 
62.  Married,  4  children 

Grandchildren  of  A.N.  Pritzker  (d.  1986),  who 
with  sons  Jay  (d.  1999)  and  Robert  created  in- 
dustrial conglomerate  Marmon  (2005  sales: 
$7  billion)  and  hotel  giant  Hyatt  (215  hotels 
worldwide).  In  2001  plans  collapsed  to  pass  con- 
trol of  empire  to  Jay's  son  Thomas,  cousin 
Nicholas  and  niece  Penny;  family  agreed  to  split 
pot  1 1  ways.  Deal  enraged  Roberts  youngest  kids, 
Liesel  and  Matthew;  duo  filed  suit,  settled  for 
$500  million  each.  Dynastic  carve-up  to  include 
Hyatt  public  offering  or  sale  by  201 1.  Tentative 
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Twenty-six  Masterworh  Residences.  Half  and  Full  Floors  Starting  at  $10  Million. 
Timeless  design  by  Architect  Rosario  Candela.  Impeccable  interiors  by  Jokn  Simpson. 
And,  Tbe  Metropolitan  Museum,  the  finest  schools  and  Central  Park. 

For  connoisseurs  of  Manhattan  real  estate  there  is  only  one  Avenue. 
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so  far.  Just  one  windfall:  tobacco  outfit  Conwood 
sold  for  $3.5  billion  to  R.J.  Reynolds  April. 
Thomas:  chief  executive  of  Pritzker  Organiza- 
tion holding  company.  Penny:  heads  family 
realty  investments,  Hyatt  senior  housing  division. 
J.B.:  with  brother,  Anthony  (see),  runs  venture 
capital  fund,  invests  in  technology,  manufactur- 
ing. James:  retired  U.S.  Army  colonel,  founder 
of  Pritzker  Military  Museum.  John:  runs  private 
equity  fund,  invests  in  retailing,  hospitality,  en- 
tertainment, resorts.  Linda:  psychoanalyst,  po- 
litical activist.  Karen:  runs  educational  Web  site 
Myhero.com.  Gigi:  filmmaker.  Daniel:  song- 
writer. Nicholas:  head  of  development,  Hyatt  Ho- 
tels. Family  oversight  role  waning. 

Roger  Penske 

$2.2  BILLION 

Cars.  Birmingham,  Mich. 

69.  Divorced,  remarried;  5  children 

Star  stock  car  driver  retired  from  racing  1965  at 
age  28.  Worked  for  Alcoa;  left,  bought  Chevy 
dealership.  Started  Penske  Corp.  1969:  truck  leas- 
ing, truck  parts  manufacturer,  diesel  engine 
maker.  Sales:  $16  billion.  Also  controls  more  than 
280  dealerships  in  U.S.  and  Europe  as  chairman 
of  United  Auto  Group,  nations  second-largest 
auto  dealer.  Owns  Indy,  Nascar  and  American 
Le  Mans  racecar  teams;  part-owner  of  Deer  Val- 
ley ski  resort  in  Utah.  Inked  deal  to  sell  Smart 
cars  in  U.S.  for  DaimlerChrysler. 

Nancy  Walton  Laurie 

$2.2  BILLION 
Wal-Mart.  Columbia,  Mo. 
55.  Married,  1  child 

Father,  James  (Bud)  Walton,  and  his  brother,  Sam, 
ran  a  handful  of  small  five-and-dime  stores  in 
Arkansas  and  Missouri.  Brothers  built  first  Wal- 
Mart  in  Rogers,  Ark  1 962.  Nancy  inherited  large 
stake  after  Bud's  death  1995.  Sold  pro  hockeys 
St.  Louis  Blues  in  June.  Founder  New  York  City's 
Cedar  Lake  Ensemble:  contemporary  ballet 
troupe  envy  of  starving  artists;  offers  52-week 
contracts,  vacation  pay.  Last  November  U  of  Mis- 
souri dropped  daughter  Paiges  name  from  new 
basketball  arena;  she  was  said  to  have  paid  her 
USC  roommate  $20,000  to  do  her  homework 

Frederick  Smith 

$2.2  BILLION 
FedEx.  Memphis. 

62.  Divorced,  remarried;  10  children 

Yale  economics  student  wrote  senior  thesis  on 
improving  overnight  delivery  services  using  in- 
tegrated network  of  planes  and  trucks.  Stint  in 


Vietnam,  then  worked  as  crop-dusting  pilot. 
Bought  small  stake  in  Arkansas  aviation  firm. 
With  venture  capital,  small  inheritance, 
launched  Federal  Express  1973.  FedEx  the 
world's  biggest  overnight  freight  service;  deliv- 
ers more  than  6  million  shipments  a  day  to  220 
countries  and  territories.  Company  owns 
Kinko's.  New  cargo  hub  in  Guangzhou,  China 
under  construction. 

Richard  Marriott 

$1.8  BILLION 

Hotels.  Potomac,  Md. 
67.  Married,  4  children 


J.  Willard  Marriott  Jr. 

$1.7  BILLION 
Hotels.  Potomac,  Md. 
74.  Married,  4  children 

Sons  of  JW  Marriott  Sr.  (d.  1985).  Dad  started 
empire  with  root  beer  stand  in  Washington,  DC 
in  1927;  Hot  Shoppes  later  became  regional 
chain.  Opened  first  hotel  1957.  JW.  Jr.  appointed 
president  1964;  exited  restaurant  business  25 
years  later.  Brothers  split  company  amid  bond- 
holder protest  1993.  Richard  controls  hotel  own- 
ership operation  (newly  named  Host  Hotels  & 
Resorts);  J.W  heads  franchise  and  property  man- 
agement outfit  (Marriott  International).  Active 
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Mormons  fund  education,  also  Bridges  From 
0^  School  to  Work  Program:  so  far  has  helped  8,000 
Ml  disabled  people  find  jobs. 

_l  Ruth  Parasol 

^  $1.8  BILLION 

Online  gaming.  Gibraltar. 


LU 

O 

u 


39.  Married,  2  children 

J.  Russell  DeLeon 

$1.8  BILLION 

Online  gaming.  Gibraltar. 

40.  Married,  2  children 

Husband-and-wife  team  became  worlds  first  on- 
line gambling  billionaires  with  public  offering  of 
PartyGaming  on  London  Stock  Exchange  last 
year.  Parasol:  U  of  San  Francisco  alum  served 
as  legal  adviser  for  fathers  phone-sex-chat  busi- 
ness. Switched  to  Internet  porn  sites;  litigation 
threats  brought  move  to  online  gaming. 
Launched  Starluck  Casino  1997;  with  Indian  bil- 
lionaire partner  Anurag  Dikshit,  helped  develop 


online  betting  software  to  enable  gamblers 
around  the  world  to  play  poker  with  one  another. 
Today  annual  sales  top  $300  million.  Problem: 
majority  of  customers  live  in  U.S.,  where  online 
gambling  illegal.  Solution:  base  operations  in 
Gibraltar,  India,  England,  the  Caribbean.  Not  re- 
turning home  soon:  David  Carruthers,  chief  of 
rival  Betonsports.com,  nabbed  by  Department 
of  Justice  in  July;  PartyGaming  shares  down  12% 
since.  Pair  no  longer  active  in  management;  serve 
as  consultants. 

B.  Thomas  Golisano 

$1.7  BILLION 

Paychex.  Victor,  N.Y. 

64.  Twice  divorced,  remarried; 

2  children,  2  stepchildren 

Payroll  rep  saw  niche  handling  red  tape  for  small 
businesses.  Launched  payroll  services  firm  Pay- 
chex 1971  with  $3,000  and  a  credit  card;  ex- 
panded through  franchise  agreements,  joint  ven- 
tures. Took  public  1983.  Today  more  than  100 


offices  nationwide.  Stepped  down  from  day-to- 
day operations  in  2004;  remains  chairman.  Co- 1 
founder  of  New  York  State  Independence  Party, 
spent  $90  million  of  his  own  money  on  three 
failed  gubernatorial  campaigns.  Decided  against 
2006  run,  hasn't  yet  decided  whose  war  chest  to 
fill.  Owns  pro  hockeys  Buffalo  Sabres;  gives  to 
education,  health  care  causes. 

Victor  Fung 

$1.6  BILLION 
Distribution.  Hong  Kong. 
61.  Married,  3  children 

With  brother  William,  heads  Li  &  Fung,  $6  bil- 
lion (sales)  global  outsourcing  giant  that  supplies 
clothes  and  accessories  to  such  retailers  as  Dis- 
ney and  Bed,  Bath  &  Beyond.  Links  American 
and  European  consumers  to  factories  in  40  coun- 
tries. Grandfather  Fung  Pakliu  started  company 
a  century  ago  in  Guangzhou  with  partner  Li  To- 
ming;  duo  sold  porcelain,  antiques.  Father  Fung 
Hon-chu  ran  companies  while  brothers  studied 
business  in  America;  they  returned  to  take  helm 
1970s.  Victor  now  chairman. 

Louis  Gonda 

$1.6  BILLION 
International  Lease  Finance. 

Beverly  Hills.  Calif. 
58.  Married,  5  children 

Leslie  Gonda 

$1.3  BILLION 
International  Lease  Finance. 

Beverly  Hills,  Calif. 
86.  Married,  3  children 

Leslie  in  a  labor  camp  during  Holocaust;  wife, 
Susan,  survived  Auschwitz.  Left  Hungary  for 
Switzerland  1945;  flew  to  Venezuela  2  years 
later.  Sold  dry  goods,  manufactured  uniforms; 
used  profits  to  buy  hotel.  Moved  to  California 
1963,  worked  in  real  estate;  bought  more  than 
2  dozen  gas  stations.  With  son,  Louis,  and 
friend  Steven  Udvar-Hazy  (see),  bought,  leased 
airplanes  to  major  U.S.  carriers.  Took  Interna- 
tional Lease  Finance  public  1983;  sold  to  Amer- 
ican-International Group  1990.  Louis  left  AIG 
in  1995.  Leslie  donates  to  UCLA  Hospital, 
Mayo  Clinic. 

Albert  Lee  Ueltschi 

$1.6  BILLION 
FlightSafety  International. 

Vero  Beach,  Fla. 

89.  Widowed,  4  children 

Seventh  child  of  Kentucky  dairy  farmers  fell  im 
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as  is  known  for  wide-open  spaces, 
panoramic  prairies  and  seemingly  endless 
the  sunflower  state  offers  room  to  breathe, 
e  and  think.  Kansas  is  also  known  for  wide-open 
omic  growth.  With  its  pro-business  legislature, 
dly  regulatory  and  legal  climate,  and  abundance 
xcellent  development  resources,  Kansas  is 
ling  a  reputation  as  one  of  the  best  states 
erica  in  which  to  do  business. 


By  Dianne  White 


ADVERTISEMENT  2 


raditionally,  Kansas  has.  been  home  to  some  of  the  leading  companies  in  diverse 
industries  such  as  aerospace,  telecommunications,  manufacturing,  agriculture 
and  hospitality.  In  recent  years,  the  state  has  seen  an  influx  of  new  industries 
including  financial  services,  health  care,  animal  health  and  technology. 


Through  the  combined  efforts  of  public  growth  while  maintaining  the  state's  beauty 
and  private  entities,  leaders  in  Kansas  are     and  Midwest  charm. 

leveraging  its  attributes  to  promote  economic        "Our  economy  has  definitely  rebounded 


THIS  IS 
w\ 


WICHITA  STATE  UNIVERSITY. 


Infusing  a  traditional  college  experience 
with  the  opportunities  only  found  in  Kansas' 
largest  city,  Wichita  State  University  delivers 
an  education  without  limits. 


www.wichita.edu 


from  the  recession  of  a  few  years  back  anil 
is  continuing  to  gain  strength,"  says  Kansal 
Governor  Kathleen  Sebelius. 

"The  Kansas  economy  grew  faster  than  tbl 
national  average  last  year,  unemployment 
down  and  more  Kansans  are  working  no 
than  ever  before.  That's  all  great  news  fc| 
Kansas  businesses  and  workers,  and  a  sigl 
that  Kansas  is  an  attractive  place  to  dl 
business,"  she  adds.  | 

Kansas:  Full  of  Possibilities 

When  America's  great  Westei 
expansion  began  in  the  1800s,  tl 
Kansas  Territory  served  as  the  gateway  1 
points  west  including  New  Mexie 
California  and  Oregon.  Even  today,  ru 
from  wagon  wheels  remain  etched  indell 
bly  in  parts  of  the  Kansas  prairie.  As  tl 
wagon  trains  made  their  way  westwar 
many  travelers  wrote  about  the  stark  beau 
of  the  expansive  landscape. 

"In  spring,  the  vast  plain  heaves  ar 
rolls  around  like  a  green  ocean,"  wrote  oi 
early  traveler.  For  these  hardy  entrepr 
neurial  emigrants,  Kansas  was  an  ope 
book  —  full  of  possibilities  and  the  fill 


Springs  & 
Columbus,  Kansas 

hi  Cherokee  County,  Kansas 

Srnall-town  affordability, 
Big-city  opportunities 

Served  by: 

1-44,  US  Hwy400&US  Hwy69 

3  medical  centers 

2  state  universities 

Labor  Market— nearly  100,000 

50  major  freight  earners 

Joplin  Regional  Airport  (6,500  ft.  runway) 

Tulsa  International  Airport  (90  minutes) 

Within  one  hour. 

Wal-Mart  HQ  -  Bentonville,  AR 

Within  2  &  1/2  hours: 
Kansas  City,  Wichita,  Tulsa 

Empire  District  Electric  Co.  offers 
reliable  electric  service,  rated  among 
the  highest  response  rates  encoun- 
tered in  recent  surveys  to  businesses. 
Marsha  Wallace 
417.850.7926 
mwallace@empiredtstrict.com 


Baxter  Springs, 
Kansas 

www.baxtersprings.us 


located  on  Historic  Route  66,  still  of- 
fers that  mid-western  work  ethic  from 
its  reasonably  priced  labor  force. 
DSL  Connectivity 

Only  15  minutes  from  Joplin,  Missouri 
Economic  Development  contact: 
Huey  York,  Mayor 
620.856.2114 
h_york@earthlink.net 

Columbus,  Kansas 

Google1™:  Columbus,  Kansas 

100%  fiber  optic  -  yes,  every  business 
and  residence  in  the  community  has 
fiber  optics  at  their  doorstep.  Plastic 
Mfg.  Facility  Available.  If  your  com- 
pany relies  on  communications, 
contact: 

Jim  Dahmen,  Columbus  Telephone 
620.429.3132 
jdahmen@columbus-ks.com 
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step  to  achieving  their  hopes  and  dreams. 

Many  Kansas  cities  and  towns,  such  as 
Wichita  and  Dodge  City,  got  their  start  as 
centers  of  cattle  and  trade,  as  did  Baxter 
Springs,  the  state's  first  cow  town.  Once 
railroads  were  built  across  the  state  in  the 
1870s,  the  cattle  trade  became  increas- 
ingly important  to  Kansas'  livelihood. 
Another  milestone  in  Kansas'  economy 
was  the  introduction  of  wheat,  a  crop 
that  is  ideally  suited  to  Kansas'  pleasant 
climate.  Today,  Kansas  is  a  leading  wheat- 
producing  state. 

Just  as  those  earlier  settlers  found,  Kansas 
is  still  full  of  economic  opportunity.  Kansas 
boasts  a  good  supply  of  available  land,  clean 
air,  clean  water,  a  temperate  climate  and 
good  energy  resources.  For  new  and  relo- 
cating businesses,  the  building  blocks  of 
development  are  readily  available. 

AT&T  Kansas  President  David  Kerr, 
who  leads  Kansas  business  as  chairman  of 
the  Kansas  Chamber  of  Commerce,  says, 
"Kansas  business  and  government  have 


SEMENT  4 

made  a  commitment  to  grow  the  econom 
and,  in  the  process,  provide  more  and  bet 
ter  jobs  to  its  citizens." 

Quality  of  Life  Can't  Be  Beat 

Living  in  America's  heartland  has  disj 
tinct  advantages.  The  state's  air  qualit: 
is  the  envy  of  many  sections  of  the  countr; 
and  water  resources  in  Kansas  are  excellen 
The  state  has  10,000  miles  of  rivers  an 
streams,  24  large  reservoirs  and  40  statl 
fishing  lakes. 

The  state's  moderate  seasons  give  resi 
dents  an  even  climate.  Wichita,  for  exampls 
has  an  annual  average  of  128  sunny  day; 
which  is  more  than  Daytona  Beach  a 
Honolulu.  With  a  good  supply  of  oil  and 
wealth  of  renewable  wind  resources,  th 
state  is  a  growing  exporter  of  energy. 

Kansas  recognizes  that  a  good  trans 
portation  system  is  critical  to  a  vibrar 
economy.  Fifty  years  ago,  Presiden 
Dwight  D.  Eisenhower,  a  Kansas  nativi 
signed  the  Federal  Aid  Highway  Ac 


"Kansas  business  and  government  have  made 
a  commitment  to  grow  the  economy  and,  in  the 
process,  provide  more  and  better  jobs  to  its  citizens." 

-  David  Kerr,  Chairman,  Kansas  Chamber  of  Commerce 
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Kansas  opened  the 
nations  first  section 
of  interstate  on  1-70  just 
west  of  Topeka,  and  the 
state's  highways  have 
steadily  improved,  thanks 
to  the  largest  public 
works  project  in 
state  history. 


which  created  America's  interstate  high- 
way system.  Kansas  opened  the  nation's 
first  section  of  interstate  on  1-70  just  west 
of  Topeka,  and  the  state's  highways  have 
steadily  improved,  thanks  to  the  largest 
public  works  project  in  state  history. 

Today,  Kansas  has  the  fourth-largest 
number  of  public  roads  in  America  and  is 


third  in  the  number  of  bridges.  A  total  of 
874  miles  of  interstate  is  in  Kansas,  including 
the  streamlined  Kansas  Turnpike  which 
cuts  through  the  state's  famous  and  scenic 
Flint  Hills.  Overland  Park  is  headquarters 
to  YRC  Worldwide,  Inc.,  one  of  the  world's 
largest  transportation  providers,  and  just 
one  of  many  vibrant  companies  that  make 
the  Johnson  County/Kansas  City  area  one 
of  the  most  affluent  in  the  country. 
Furthermore,  there  are  142  public-use  air- 
ports located  throughout  Kansas,  making 
personal  travel  convenient  by  airline  or 
business  jet. 

Kansas  is  also  known  as  a  friendly  state, 
loyal  to  its  Midwestern  values  and  pioneering 
roots.  "Although  I  am  a  native  Kansan,  I 
worked  in  other  parts  of  the  country  for  22 
years.  I  welcomed  the  chance  to  come  back  to 
Kansas  because  it's  such  a  great  place  to  live 
and  work,"  AT&T's  Kerr  says. 

"People  who  visit  Kansas,  especially  from 


This  is  big. 

It's  not  a  small  world,  after  all.  It's  huge.  And  it's  changing  every  day. 


We're  changing  too.  Our  brands  set  the  standard  in  global 
transportation  and  logistics  services  for  big  shipments. 
So  think  big.  Think  YRC  Worldwide. 


YR 


ide 


^yellow]      meridian  Roadway 


REIMER 


yrcw.com 


NEWUPENN 


Making  global  commerce  work  by  connecting  people,  places  and  information 


ADVERTISEMENT  6 


overseas,  are  always  struck  by  how  friendly 
and  accepting  people  are  here.  These  are 
attributes  that  make  it  a  very  unique  and 
special  place  in  the  world,"  adds  Kerr. 

Kansas  Legislature  Is  Pro-Business 

Nothing  stifles  economic  growth  faster 
than  a  burdensome  tax  code,  bureau- 


cratic red  tape  and  an  onerous  regulatory 
environment.  Recognizing  this  and  the  fact 
that  the  future  of  Kansas  rests  in  its  ability 
to  position  itself  competitively  against  other 
states,  the  Kansas  Legislature  has  passed 
more  than  20  pieces  of  pro-business  legisla- 
tion in  recent  years. 

"The  Kansas  Legislature,  under  the  leader- 


ship of  Senate  President  Steven  Morris  an< 
Speaker  of  the  House  Doug  Mays,  gets  credi 
for  moving  pro-business  legislation  to  th\ 
governor  for  signature,"  says  Kerr.  Pro 
business  government  is  key  for  economic 
growth,  and  thanks  to  a  truly  bipartisaij 
effort  between  a  Republican  legislature  and 
Democratic  governor,  Kansas  is  making  th 


lrr: 


jtate  a  great  place  to  do  business.  The  Kansas 
■Chamber  has  been  instrumental  in  keeping 
lie  issues  that  matter  most  to  businesses  on 
lie  front  burner, 

I  During  the  2006  legislative  session,  at 
lie  urging  of  the  Kansas  Chamber  of 
Commerce  —  which  represents  10,000 
Kansas  small,  medium  and  large  employers 
-  lawmakers  passed  substantial  tax  relief 
nd  repealed  property  taxes  on  new  capital 
lvestments  in  machinery  and  business 
}uipment.  Kansas  also  adopted  legislation 
)  phase  out  the  estate  tax.  The  Kansas 
chamber  estimates  that  these  two  meas- 
(res  will  result  in  $100  million  in  annual 
ivings  for  Kansas  businesses. 
A  2006  pro-business  legislature  also 
jassed  a  Silica  and  Asbestos  Fairness  Act 
lat  prioritizes  asbestos  and  silica  claims 
)  that  the  truly  sick  don't  have  to  wait 
ehind  unimpaired  claimants  to  have  their 
aims  resolved.  As  a  model  piece  of  pro- 
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business  legislation  from  a  supportive 
Republican  legislature,  it  was  also  the  first 
such  law  in  the  country  signed  by  a 
Democratic  governor. 

Excellent  Educational  System, 
Labor  Pool 

CC T/"  ansas  is  centrally  located,  with  an 
1\  excellent  transportation  network 
and  even  better  schools.  Kansans  recognize 
the  importance  of  good  schools  to  the  econ- 
omy, which  is  why  we've  made  it  a  priority  to 
create  the  well-educated  workforce  employ- 
ers are  seeking,"  says  Governor  Sebelius. 


Kansas  has  one  of  the  most  educated 
workforces  in  the  nation.  Thirty-one  per- 
cent of  Kansans  have  college  degrees, 
compared  to  the  national  average  of 
26.2%.  The  National  Education  Assoc- 
iation reports  that  Kansas  students  have 
the  tenth-highest  SAT  exam  scores  in 
America  and  the  17th-highest  high  school 
graduation  rate. 

As  business  and  economic  scholars  have 
pointed  out,  Kansas  has  held  on  to  educa- 
ted workers,  fostering  a  strong  pool  of  local 
talent.  Polls  conducted  by  the  Kansas 
Chamber  of  Commerce  have  shown  that 


Pro-business  government  is  key  for  economic 
growth,  and  thanks  to  a  truly  bipartisan  effort 
between  a  Republican  legislature  and  a  Democratic 
governor,  Kansas  is  making  the  state  a  great 
place  to  do  business. 


Kansas  State  University 
is  ready  to  meet  your 
needs  in  Biotechnology 
Research  and  Education 


▲  Biosecurity  Research 
Institute  opened  in  2006 

-  animal,  plant  and 
foodborne  pathogens 

-  unique  in  the  world 

A  National  Agricultural 
Biosecurity  Center 

-  food  safety  and 
security 

▲  Kansas  Lipidomics 
Research  Center 

-  cutting  edge  lipid 
profiling 

A  Center  for  Epithelial 
Function  in  Health 
&  Disease,  a  Center 
of  Biological  Research 
Excellence  (COBRE) 

A  Midwest  Institute  for 
Comparative  Stem 
Cell  Biology 

A  Genomic  Biology  and 
Ecological  Genomics 


Kansas  State  University 
Manhattan,  K$ 

visit  our  website  at 
www.k-state.edu/researe 
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business  owners  across  Kansas  are  pleased 
with  the  quality  and  quantity  of  the  avail- 
able workforce,  both  important  factors  in 
capital  investment  decisions. 

World-class  institutions  like  Kansas 
University, .  Kansas  State  University  and 
Wichita  State  University  headline  a  broad 
system  of  higher  learning  that  includes  six 
state  universities,  19  community  colleges, 
five  technical  colleges,  six  technical 
schools,  a  municipal  university  and 
numerous  private  colleges. 

"The  Kansas  government  and  businesses 
are  working  together  to  make  certain  that 
we  have  all  of  the  available  trained  workers 
in  the  future  to  prepare  the  state  for 
growth,"  says  Kerr.  "Kansans  take  great 
pride  in  our  Midwestern  work  ethic.  That, 
coupled  with  our  status  as  a  right-to-work 
state,  sets  the  stage  for  outstanding  worker 
productivity  and  growth." 
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Positive  Regulatory  Environmen 
And  Improving  Legal  Climate 

A recent  Forbes.com  study  namec 
Kansas  one  of  the  top  ten  states  fo| 
its  regulatory  and  legal  climate  ("The  Besi 
States  For  Business",  Forbes.com,  August  16 
2006).  The  Kansas  Chamber's  Annua 
Competitive  Index,  an  empirical  look  aj 
how  Kansas  stacks  up  against  other  states 
also  gives  the  Kansas  government  higt 
marks  for  a  positive  regulatory  environ 
ment.  Consequently,  government  regulator 
and  bureaucracies  in  Kansas  foster  i 
healthy  climate  for  business  developmen 
and  growth. 

Likewise,  the  Kansas  legal  climate  i] 
changing  for  the  better.  The  Institute  foi 
Legal  Reform  gives  Kansas  relatively  higl 
marks  for  a  fair  court  system.  In  addition  to 
passing  the  silica  and  asbestos  legislation 
the  Kansas  Legislature  recently  passed 


"Kansans  recognize  the  importance  of  good  schools 
to  the  economy,  which  is  why  we've  made  it  a 
priority  to  create  the  well-educated  workforce 

employers  are  seeking. " 

-  Kathleen  Sebelius,  Governor  of  Kansas 


Repeal  of  M&E  property  taxes 


Worker's  comp  cost 
13%  below  national  average 


Wages  7%  below  national  average 


Home  to  600  manufacturers 


Low  cost  of  living 


Strong  infrastructure 


600,000  pop.  in  metro  area 


Highly  trained,  experienced  workforce 


Nation's  #1  pro-business 
climate  (Forbes) 


Fast  track  permitting  process 


#1  manufacturer  in  cities 
under  1  million 


Top  10  big  cities  to  live  list  {Money) 


Convergence  is  no  coincidence, 

Wichita  is  the  preferred  destination  for  business. 


Greater  Wichita  Economic 
Development  Coalition 

BUSINESS   AT    FULL  THROTTLE 


Our  economic  development  team  is  prepared  to 
assist  you  with  a  customized  proposal  package. 
To  learn  more  about  what  the  GWEDC  can  do 
for  your  business,  contact  us  for  immediate, 
confidential  assistance  at  1.800.852.8416 
or  info@gwedc.org. 


www.gwedc.org 


Jose  M.  Gutierrez, 
President  and  Chief  Executive  Officer, 
AT&T  Southwest 


AT&T:  MOVING 
KANSAS  FORWARD 

The  new  AT&T  is  the  latest  chapter  in  a 
rich  history  of  achievement  in  the  evolu- 
tion of  communications.  AT&T's  legacy 
of  innovation  continues  now  as  we  lead  a 
new  era  of  transformation  in  the  commu- 
nications and  entertainment  industry. 

Since  the  telephone  was  invented  in 
1876,  AT&T  has  dedicated  itself  to  trans- 
forming the  world  of  communications 
and  how  we  connect  to  each  other,  our 
families,  our  friends,  our  customers,  our 
cultures  and  our  lives. 

AT&T's  dedication  to  Kansas'  future  is 
shown  in  our  announced  $247  million 
network  investment,  which  will  bring 
Kansans  the  latest  in  communications, 
Internet  and  video  services.  The  invest- 
ment creates  opportunities  for  all 
Kansans  because  it  delivers  the  benefits  of 
transforming  communications  services: 
more  choices,  better  prices  and  access  to 
next-generation  technology  from  AT&T 

We're  honored  to  help  shape  a  new  era  of 
opportunity  and  transformation  in  Kansas. 

For  more  information  about  AT&T's 
products  and  services,  visit  us  at 
www.att.com. 


"The  Kansas  government  and  businesses  are  workin 
together  to  make  certain  that  we  have  all  of  the 
available  trained  workers  in  the  future  to 
prepare  the  state  for  growth." 

-  David  Kerr,  Chairman,  the  Kansas  Chamber  of  Commerce 


measures  to  modernize  the  Kansas 
Corporate  Code  and  harmonize  state  laws 
with  federal  statutes  for  class  action  suits. 

Wichita  —  A  Small  Big  City  in  the 
Heart  of  Kansas 

Once  a  bustling  center  of  trade  on 
the  Chisholm  Trail,  Kansas'  largest 
city  is  now  a  vibrant  economic  hub. 
Wichita  has  experienced  a  renaissance  of 
economic  growth,  thanks  to  a  progressive, 
pro-business  agenda  and  a  strong  partner- 
ship between  public  and  private  sectors. 

Situated  in  south-central  Kansas  on 
Interstate  35,  Wichita  is  most  famous  as 
the  "air  capital  of  the  world."  The  city  was 
at  the  forefront  of  aviation's  golden  years  of 
development  when  Bill  Lear,  Walter  and 


Olive  Ann  Beech  and  Clyde  Cessna  beg£ 
to  manufacture  aircraft  here.  Amazingl 
about  half  of  all  aircraft  flying  in  the  wor 
today  are  made  in  Wichita. 

The  Wichita  workforce  has  the  secon< 
highest  concentration  of  manufacturir 
jobs  and  skilled  labor  in  the  country.  Son 
of  the  aviation  companies  located  in  tl 
Wichita  area  include  Cessna  Aircraft,  Spin 
AejoSystems,  Raytheon  Aircraft,  Boeir 
Integrated  Defense  Systems,  Airbus  Nor 
America  and  Bombardier  Aerospai 
Learjet,  as  well  as  thousands  of  aerospai 
subcontractors  and  suppliers. 

At  the  forefront  of  channeling  Wichit 
economic  future  is  the  Greater  Wichi 
Economic  Development  Coalition.  Tl 
Coalition  focuses  on  expanding  the  citl 


jmmercial  and  industrial  base  through 
gressive  business  retention,  expansion  and 
cruitment  activities,  and  providing  busi- 
;sses  with  workforce  solutions. 
The  Coalition  can  help  businesses  research 
ailable  land  and  buildings,  as  well  as  create 
package  of  financial  incentives  from  the 
ate  and  local  governments.  Among  the 
ols  the  coalition  offers  are  property  tax 
>atements,  state  and  local  job  training  pro- 
ams,  and  investment  and  job  credits. 

Wichita  has  the  essentials:  the  workforce, 
frastructure,  low  cost  of  living  and  doing 
isiness,  and  the  partnership  to  accelerate 
onomic  growth.  By  working  closely  with 
e  public  sector,  we  can  make  smart,  quick 
cisions  for  prospective  companies,"  says 
I.  Lentell,  chairman  of  the  Greater  Wichita 
onomic  Development  Coalition  and  vice 
airman  of  INTRUST  Bank,  N.A. 
Wichita  also  offers  a  great  quality  of  life 
th  respect  to  culture.  The  city  is  home  to 


ADVERTISEMENT  1  1 
40  museums  and  galleries,  10  performing 
arts  theaters,  14  musical  organizations  and 
two  professional  dance  companies. 

"Wichita  is  the  biggest  small  city.  People 
who  move  here  never  want  to  leave  because 
we  have  the  amenities  of  a  large  metro  area, 
but  with  one  of  the  shortest  commutes  in 
the  country,"  adds  Lentell.  "Plus,  with  one  of 
the  lowest  costs  of  living  in  any  metro  area, 
people  are  amazed  at  the  size  and  types  of 
homes  they  can  purchase  in  Wichita." 

What's  Right  With  Kansas? 

When  one  thinks  of  Kansas,  it's  easy 
to  conjure  up  images  of  a  golden 
sea  of  wheat  fields  or  endless  vistas  of 
prairie  tallgrass.  As  thousands  of  compa- 
nies have  already  discovered,  Kansas  also 
represents  prairie-sized  opportunity  for 
dynamic  economic  growth. 

In  a  state  replete  with  fresh  air  and  plenty  of 
room  to  roam,  it  is  tempting  to  conclude  that 


"Wichita  has  the 
essentials:  the  workforce, 
infrastructure,  low  cost 
of  living  and  doing 
business,  and  the 
partnership  to  accelerate 
economic  growth. 
By  working  closely 
with  the  public  sector, 
we  can  make  smart, 
quick  decisions  for 
prospective  companies." 

-  J.V.  Lentell,  Chairman, 
Greater  Wichita  Economic 
Development  Corporation 


LAWRENCE,  KANSAS  IS  A 
GREAT  PLACE  FOR  LIFE  SCIENCES 


Take  a  Closer  Look 


Research  at  the  University  of  Kansas  in  Lawrence  has  grown 
dramatically  in  the  past  decade.  Nearly  half  of  its  portfolio  is  in  the  life 
sciences.  mI2_  |  The  University's  pharmacy  school  is  currently  third  in  the 
nation  for  National  Institutes  of  Health  awards  to  pharmacy  programs. 

I  The  Kansas  Legislature  has  committed  $580  million  to  life  science 
efforts  over  the  next  1 0  years,  |         Lawrence  has  an  educated  workforce: 
50%  of  residents  age  25  or  older  have— at  the  very  least— a  bachelor's  degree. 
Lawrence  is  primed  for  your  life  sciences  success.  Are  You? 


785.865.4425  .:  bjohnson@lawrencechamber.com  ::  lawrencechamber.com 


LAWRENCE-KS 


CHAMBER    of  COMMERCE 


T/T    TTHI  I V  OF 

Y\  J  KANSAS 


Kathleen  Sebelius, 
Kansas  Governor 


WHAT'S  RIGHT  WITH  KANSAS 

The  past  four  years  have  been  a  period  of 
remarkable  growth  for  Kansas,  and  it 
isn't  hard  to  see  why.  With  a  pool  of 
highly  skilled  workers,  a  streamlined 
workforce  development  system  and  a 
uniquely  business-friendly  regulatory 
climate,  Kansas  has  found  the  formula 
for  economic  expansion  and  confirmed 
its  reputation  among  the  best  places  in 
the  country  to  do  business. 

We  are  proud  of  our  success  and  remain 
committed  to  making  the  state  an  even 
better  place  for  business.  That's  why  we 
recently  eliminated  the  property  tax  on 
new  business  equipment  and  machinery,  a 
move  that  encourages  Kansas  businesses 
to  make  the  purchases  they  need  to  grow 
and  prosper.  This  historic  tax  relief  is  the 
latest  example  of  why  there's  no  better 
place  than  Kansas  to  locate  your  business. 

I  invite  you  to  consider  Kansas,  a  place 
where  opportunities  for  success  are  as  big 
as  you  think. 

www.kansascommerce.com 
785-296-5298 


K  A  IM  S  A  S 


as  big  as  you  think" 
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population  density  equates  to  economic  des- 
tiny. However,  quite  the  opposite  has  occurred 
in'  Kansas.  Last  year,  Kansas'  output  of  goods 
and  services,  a  measure  of  economic  growth, 
fared  better  than  the  national  average. 

Additionally,  Kansas  offers  solid  economic 
development  resources  and  tools  for  new  and 
expanding  businesses,  thanks  to  a  pro-business 
legislature,  a  strong  advocacy  by  the  Kansas 
Chamber  of  Commerce  and  local  support  from 
organizations  like  the  Greater  Wichita 
Economic  Development  Coalition. 

In  the  words  of  Governor  Sebelius, 
"We're  taking  advantage  of  great  opportu- 
nities in  new  industries  like  biosciences  and 
renewable  energy,  which  have  the  potential 
to  create  jobs  and  wealth  in  our  state. 
Finally,  we're  continuing  to  address  the  ris- 
ing cost  of  health  care  for  businesses  and 
workers.  When  you  couple  this  with  our 
efforts  to  provide  educated  workers  and  an 
attractive  tax  climate,  Kansas  can  compete 
with  any  place  in  the  world." 


Web  Directory 

AT&T 
www.att.com 

Baxter  Springs,  Columbus 
and  Cherokee  County 
www.empiredistrict.com 

Greater  Wichita  Economic 
Development  Coalition 
www.gwedc.org 

Kansas  Department  of  Commerce 
www.bansascommerce.com 

Kansas  State  University 
www.bsu.edu 

Lawrence  Chamber  of  Commerce 
www.lawrencechamber.com 

Wichita  State  University 
www.wichita.edu 

YRC  Worldwide 
www.yrcw.com 


Dan  Schmierer, 
Chief  Executive  Officer, 
Viega  North  America 

A  WICHITA  SUCCESS  STOR' 

When  Viega  North  America  Ch 
Executive  Officer  Dan  Schmierer  mo\ 
his  company  to  Wichita  this  past  year, 
knew  it  was  the  right  decision. 

"Business  leaders  and  elected  offici 
welcomed  Viega  with  open  arms  and  qu 
decisions,"  Schmierer  said.  "It  was  a  smi 
strategic  decision  to  locate  our  No; 
American  headquarters  in  Wichita." 

Viega  North  America  is  a  major  mar 
facturer  of  plumbing  and  heating  produ 
for  commercial  and  residential  marke 
This  year  it  announced  it  was  moving 
headquarters  from  Boston  to  Wichita. 

The  Greater  Wichita  Econon 
Development  Coalition  •  facilitated  1 
deal.  "Wichita  offers  prospective  coraj 
nies  many  advantages,  including  a  lai 
and  extremely  skilled  workforce  plus  1« 
cost  of  living  and  competitive  wage 
says  Coalition  President  Patrick  Frenc 

Dan  Schmierer  agrees.  "My  Old  To' 
loft  is  minutes  from  my  office.  We 
hired  great  people  here  and  the  cost 
doing  business  is  low  compared  to  otr 
communities.  Wichita  is  a  great  pk 
for  Viega." 
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Greater  Wichita  Econor? 
Development  Coalition 

BUSINESS    AT    FULL  THBOT1 


ove  with  airplanes  listening  to  broadcast  of  Lind- 
3ergh's  transatlantic  flight.  Paid  for  flying  lessons 
yy  opening  hamburger  stand  near  school.  Uni- 
/ersity  of  Kentucky  dropout  flew  Pan  Am  air- 
Manes  for  10  years.  Launched  corporate  pilot 
raining  outfit  FlightSafety  International  1951. 
Took  public  1968,  sold  shares  to  Warren  Buf- 
etts  Berkshire  Hathaway  1996.  Now  chairs  Orbis 
nternational:  nonprofit  group  uses  airplanes  as 
nobile  ophfhalmological  labs  for  doctors  in  de- 
/eloping  countries. 

Phillip  Ruffin 

51.4  BILLION 

Zasinos,  real  estate.  Wichita,  Kans.; 
.as  Vegas. 

70.  Divorced,  3  children 

propped  out  of  college  to  flip  burgers.  Saved 
inoney,  invested  in  oil,  real  estate.  Now  owns  41 
licres  on  Las  Vegas  Strip,  home  to  New  Frontier 
jiotel  and  casino.  Land  alone  worth  at  least  $1 
j  )illion.  Now  plans  to  knock  down  dark-and-dirty 
[■>Jew  Frontier  in  December  to  build  a  $2.4  bil- 
lion megaresort  called  Montreux;  Swiss-lake- 
■ront-theme  property  will  include  a  104,000- 
quare-foot  casino  and  a  465-foot-high 
observation  wheel  similar  to  the  London  Eye. 
jade  bet:  partners  with  Donald  Trump  (see)  on 
■4-story  Trump  International  Hotel;  construe - 
ion  under  way  in  Vegas,  partners  to  reap  $250 
inUlion  each  when  completed.  Still  petitioning 
Kansas  legislature  to  allow  slot  machines  at  his 
|  wo  Wichita  dog  tracks. 


Dean  White 

$1.4  BILLION 

Billboards,  hotels.  Crown  Point,  Ind. 
83.  Married,  4  children 

Workaholic  sign  seller  started  with  family  busi- 
ness in  early  teens.  Dropped  out  of  U  of  Nebraska 
to  attend  U.S.  Merchant  Marine  Academy.  Back 
to  signage:  took  over  family's  Whiteco  Industries 
1946.  Sold  billboard  division  to  Chancellor  Media 
for  $960  million  1998;  still  thriving  with  real  es- 
tate. In  June  sold  100  hotels  to  media  mogul 
Robert  Johnson  (see)  for  $1.7  billion.  Now  tart- 
ing  up  China:  Shanghais  Whiteco  Qingyu 
boasts  more  than  550  billboards  worth  $95,000 
each.  With  wife,  Barbara,  gives  to  Midwest  hos- 
pitals, universities. 

Joseph  Jamail  Jr. 

$1.4  BILLION 

Lawsuits.  Houston. 
80.  Married,  3  children 

Salty-tongued  tort  lawyer  now  fighting  for 
free.  Waived  $40  million  fee  after  winning 
$180  million  settlement  on  behalf  of  Baylor 
College  of  Medicine  against  Zurich  Insurance 
last  year;  gave  cash  back  to  Baylor  for  cancer 
research.  Son  of  grocer  passed  up  family  busi- 
ness to  set  own  hours.  Majored  in  English  and 
history  in  college;  still  reads  Byron  over 
shrimp-and-beer  dinners.  Started  in  Harris 
County,  Tex.  DA's  office.  Formed  own  firm 
1955,  built  reputation  trying  personal  injury 
cases.  Big  score:  1987  Texaco-Pennzoil  merger; 


earned  estimated  $345  million  in  fees.  Donates 
millions  of  dollars  to  alma  mater  U  of  Texas; 
funded  more  than  2,000  scholarships.  "We're 
trying  to  eradicate  ignorance.  It's  a  losing 

fight- 
Donald  Schneider 

$1.3  BILLION 

Trucking.  Green  Bay,  Wis. 
70.  Married,  5  children 

Wharton  grad  took  over  trucking  firm  started 
1938  by  father,  Al,  with  one  truck.  Early 
adopter  of  satellite  tracking  technology,  trans- 
portation logistics.  Became  one  of  nation's 
largest  haulers  by  buying  up  competitors. 
Today  Schneider  National  has  15,500  drivers, 
48,000  trailers  covering  more  than  5  million 
miles  every  day.  Sales:  $3.5  billion.  Now  offer- 
ing shippers  capacity  on  four  trains  on  a  700- 
mile  route  throughout  Midwest.  Also  expand- 
ing in  Europe;  recently  opened  new  office  in 
Czech  Republic.  Director  emeritus  of  pro  foot- 
ball's Green  Bay  Packers. 

John  Sperling 

$1.3  BILLION 
Apollo  Group.  Phoenix. 
85.  Twice  divorced,  1  child 

Peter  Sperling 

$1.3  BILLION 
Apollo  Group.  Phoenix. 
46.  Married,  2  children 

After  bosses  at  San  Jose  State  University 
turned  down  proposal  for  his  adult  education 
program,  John,  humanities  professor  with 
Ph.D.  from  Cambridge,  left  to  start  for-profit 
University  of  Phoenix.  Took  public  as  Apollo 
Group  1994;  today  nation's  largest  private  uni- 
versity system.  Operates  63  campuses  in  34 
states;  more  than  300,000  students  working 
to  complete  associate's,  bachelor's,  master's  de- 
grees in  classroom  or  online.  Son,  Peter,  serves 
as  senior  vice  president.  Markets  teaching 
father-and-son  duo  a  hard  lesson:  SEC  inves- 
tigating questionable  stock  option  grants, 
shares  down  35%  since  last  June.  John  sup- 
ports marijuana  legalization;  investor  in 
horse-cloning  outfit  ViaGen. 

Kenny  Troutt 

$1.2  BILLION 

Excel  Communications.  Dallas. 
58.  Divorced,  remarried;  3  children 

Bartender's  son  raised  in  Illinois  projects. 
Paid  way  through  Southern  Illinois  U  sell- 
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ing  life  insurance,  working  construction 
jobs.  Founded  Excel  Communications  1988, 
multilevel  marketer  of  long-distance  serv- 
ice, telecommunications  products.  Sold  to 
Teleglobe  1998  for  $3.5  billion.  Co-owner 
of  WinStar  Farm  in  Kentucky;  state-of-the- 
art  horse  breeding  and  training  grounds 
home  to  this  year's  Kentucky  Derby, 
Belmont  runner-up,  Bluegrass  Cat.  Devout 
Christian  attends  weekly  Bible  study; 
sponsors  2  nationally  competitive  youth 
basketball  teams. 

William  Connor  II 

$1.2  BILLION 

Supply-chain  services.  Hong  Kong. 
56.  Married,  3  children 
Expat  runs  Hong  Kong  logistics  firm  started 
by  his  father  in  Tokyo  1949.  Saw  market  in 
providing  services  for  sellers  who  needed  to 
move  Asian  products  across  the  Pacific. 
"Chip"  took  over  early  1980s,  moved  opera- 
tion to  Hong  Kong.  Privately  held  firm's  sales 
now  thought  to  exceed  $1.5  billion  with 
offices  in  20  countries  on  4  continents.  Mainly 
focused  on  apparel  and  home  products  for 
clients  like  Nordstrom,  Dillard's,  Saks, 
Neiman  Marcus. 

Thomas  Friedkin 

$1.2  BILLION 

Gulf  States  Toyota.  Houston. 

71.  Married,  4  children 

Pilot  for  father's  Pacific  Southwest  Airlines 
1960s.  Veered  into  cars:  landed  Toyota  dis- 
tributor 1968.  Today  Gulf  States  Toyota, 
which  delivers  vehicles  and  parts  to  dealers 
in  Texas,  4  other  Gulf  states,  the  main 
engine  behind  supersecret  Friedkin  Cos. 
Estimated  sales:  more  than  $4  billion.  Busi- 
ness about  to  boom:  Toyota  erecting  a  fac- 
tory to  build  new  big  pickup,  a  Texas 
favorite.  Former  Hollywood  stunt  pilot,  big- 
game  hunter  on  his  Tanzanian  preserve. 
Friedkin  Conservation  Fund  backs 
antipoaching,  community  development 
efforts  in  Tanzania. 

William  Boyd 

$1.2  BILLION 

Casinos,  banking.  Las  Vegas. 

74.  Divorced,  3  children 

Casino  visionary  jump-started  2004  gam- 
ing industry  consolidation  craze  with  $1.3 
billion  acquisition  of  Coast  Casinos.  Jack- 
pot: stock  up  68%  since  deal  announced. 


Father,  Sam  (d.  1993),  came  to  Vegas  1941 
with  $80;  got  start  in  Vegas  1941  spinning 
roulette  wheels.  Saved  $6,000,  borrowed 
another  $10,000,  bought  Sahara  hotel  1952; 
eventually  became  Mint  hotel  general  man- 
ager. Father  and  son  cofounded  Boyd  Gam- 
ing 1974.  Took  public  19  years  later;  today 
company  owns  casinos  in  Mississippi, 
Louisiana,  Illinois,  Indiana,  New  Jersey. 
Agreed  to  buy  Dania  Jai  Alai  slots  outfit  in 
Fort  Lauderdale  for  $152.5  million  in  May. 
Bigger  vision  for  Sin  City:  plans  to  implode 
Stardust  casino  by  end  of  year  to  make  way 
for  Echelon  Place,  a  $4  billion  hotel-casino- 
condo  complex  on  Las  Vegas  Strip.  Also 
owns  Atlantic  City's  Borgata  casino  with 
MGM  Mirage. 


William  Barron  Hilton 

$1  BILLION 

Hotels,  casinos.  Los  Angeles. 
78.  Widowed,  8  children 

Son  of  hotel  magnate  Conrad  Hilton;  initially 
resisted  family  business  after  father  offeree 
him  management  job  paying  paltry  $160  £ 
month.  Finally  joined  company  after  stint  as 
WWII  Navy  photographer.  Rose  from  eleva- 
tor operator  to  president  1966;  chairmar 
1979.  Sold  stake  in  pro  football's  San  Diegc 
Chargers;  invested  in  casinos.  Today  owns 
$500  million  stake  in  Harrah's  Entertainment 
Avid  airman  flies  gliders  at  750,000-acre 
Nevada  ranch.  Granddaughters  creating  riva 
fortunes;  both  Nicky  and  Paris  commanc 
5-figure  fees  to  party  at  Vegas  nightclubs. 
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James  Sorenson 

$4.3  BILLION 

Medical  devices,  real  estate. 

Salt  Lake  City. 

85.  Married,  8  children 

Soft-spoken  inventor  grew  up  dirt-poor  in 
Yuba  City,  Calif.;  father  dug  sewer  trenches.  Mor- 
mon missionary  in  New  England,  then  Upjohn 
salesman  1946.  Tinkered  with,  eventually 
patented  medical  devices:  plastic  catheter,  dis- 
posable surgical  mask.  Sold  Sorenson  Research 
medical  business  to  Abbott  Labs  1980;  stake  now 
worth  $2.5  billion.  "I've  made  a  life  out  of  put- 
ting a  business  aspect  to  my  innovative  mind." 
Also  real  estate:  520,000  acres,  including  entire 
mountain  across  from  posh  Park  City,  Utah  ski 
resort;  wind  farm  in  central  Utah.  Sold  video- 
compression  unit  Sorenson  Communications  to 
private  equity  firm  GTCR  for  a  9-figure  sum  last 
September.  Dabbling  in  genomics. 

Patrick  Soon-Shiong 

$3.4  BILLION 

Generic  drugs.  Los  Angeles. 

54.  Married,  2  children 

Father  was  a  doctor  in  China;  fled  during  WWII, 

moved  to  South  Africa.  Patrick  graduated  high 

school  at  age  16,  a  doctor  by  23.  Joined  UCLA 

faculty,  launched  research  leading  to  first  human 

islet  cell  transplant;  work  funded  by  investor 

group  led  by  Lee  Iacocca.  R.ole  at  first  company, 

VivoRx,  collapsed  after  feuding  with  investors. 


Pounded  American  Pharmaceutical  Partners;  in- 
vented cancer  treatment  Abraxane,  which  uses 
particles  of  human  protein  albumin  to  deliver 
drug  taxane  directly  to  tumors.  Company  re- 
named Abraxis  Bioscience;  today  owns  133  mil- 
lion shares  worth  $3.3  billion.  Actress  wife, 
Michele  Chan,  famous  for  roles  on  1980s  TV 
shows  Danger  Bay,  Hotel. 

William  Cook 

$3.2  BILLION 

Medical  devices.  Bloomington,  Ind. 
75.  Married,  1  child 

Army  surgical  technician  drove  cab,  sold  hypo- 
dermic needles  before  inventing  cardiovascular 
catheter  using  $  1 ,500  blowtorch,  soldering  iron 
and  plastic  tubing.  Started  medical  device  com- 
pany Cook  Inc.  1963  in  Bloomington,  Ind  apart- 
ment. Added  pacemakers,  syringes,  stents; 
became  worlds  largest  privately  held  medical  de- 
vice manufacturer.  Rival  Guidant  proposed  $3 
billion  buyout  2003;  deal  fell  through  after  new 
stent  yielded  dismal  results.  Now  into  gambling: 
building  a  $330  million,  84,000-square-foot 
nautical-theme  casino  in  French  Lick,  Ind.; 
scheduled  to  open  in  November.  Early  riser  still 
arrives  for  work  at  5  a.m.  each  day. 

Barbara  (Basia) 
Piasecka  Johnson 

$2.8  BILLION 
Inheritance.  Monaco. 
69.  Widowed 

Polish  immigrant  married  Johnson  &  Johnson 
heir  John  Seward  Johnson  (d.  1983).  Basia  in- 
herited 36  million  J&J  shares,  expansive  Jasna 
Polana  mansion  in  New  Jersey.  Converted 
mansion  into  exclusive  tournament-level  golf 
club,  moved  to  Monaco.  Former  art  history  stu- 
dent famously  parlayed  worlds  most  expensive 
piece  of  furniture:  bought  Badminton  Cabinet 
for  $15.1  million  1990,  sold  eighteenth-century 
Italian  piece  for  $36.7  million  to  Prince  Hans- 
Adam  II  of  Liechtenstein  2004. 

Maurice  (Hank)  Greenberg 

$2.8  BILLION 

American  International  Group. 

Ocean  Reef,  Fla. 

81.  Married,  4  children 

Former  AIG  chief  fights  on.  Hank  ousted  from 
insurance  giant  by  his  handpicked  board  last  year 
following  investigation  by  N.Y.  Attorney  Gen- 
eral Eliot  Spitzer.  Denies  charges  of  malfeasance. 
Still  controls  13%  of  AIG  shares  through  vari- 
ous holding  companies.  Though  vastly  wealthy, 


climb  to  power  took  on  trappings  of  Greel* 
tragedy  as  some  browbeaten  underlings  admit' 
ted  to  falsely  inflating  company's  worth  by  mort 
than  $2  billion.  "How  can  you  not  be  fond  of  2 
company  you  built  into  the  largest  insurance 
company  in  the  world?  But  I  don't  share  a  feel- 
ing of  warmth  toward  certain  people  on  the 
board."  Works  18-hour  days  battling  litigation 
running  private  insurance  outfit  C.V.  Starr. 

Alfred  Mann 

$2.2  BILLION 

Inventor,  entrepreneur.  Los  Angeles. 
80.  Thrice  divorced,  remarried; 
7  children 

Portland,  Ore.  native  sold  magazines,  lemonade 
during  Depression.  Studied  physics  at  UCLA 
Founded  and  sold  aerospace  companies  Spec- 
trolab  and  Heliotek  1960s;  outfits  made  solar  cells 
spotlights.  Funded  some  of  worlds  most  inno- 
vative biomedical  companies:  Pacesetter  Systems 
(rechargeable  pacemakers),  MiniMed  (insulin 
pumps),  Advanced  Bionics  (neural  stimulation) 
Sold  parts  to  Medtronic  for  $4.2  billion  in  2001 
Up  next:  inhaled  insulin,  prosthetic  retinas. 
Octogenarian  plans  to  endow  $100  million  tc 
biomedical  institutes  at  a  dozen  universities. 

John  E<  Abele 

$2.2  BILLION 

Boston  Scientific.  Boston. 

69.  Married,  3  children 

Peter  Nicholas 

$1.9  BILLION 

Boston  Scientific.  Boston. 

65.  Married,  3  children 

Medical  device  making  duo  won  showdown  with 
rival  Johnson  &  Johnson  to  buy  heart  device 
maker  Guidant  for  $27  billion  in  April.  Victory 
soured  as  Guidant  struggled  with  defibrillator 
defects.  Product  recalls,  bad  publicity  pushed 
shares  down  35%  this  year.  Pair  met  at  kids' 
soccer  game,  cofounded  medical  device  producer 
Boston  Scientific  1979.  Expanded  into  catheters, 
balloons,  stents.  Founders  stepped  down  from 
daily  management  2004. 
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261  members  of 
The  Forbes  400  are 
entirely  self-made. 
Their  average 
net  worth: 


$3.1  billion 
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"Battle  of  the  Sexes" 

Tom  Watson-Donald  Trump  vs.  Annika  Sorenstam-Natalie  Gulbis 


October  19,  2 


Champions  VIP  Passes 


Experience  the  Stars  Up  Close  &  In  Person 
Forbes  Will  Be  There,  Will  You?  Call  866-395-6681 
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%S\  Ronda  Stryker 

CC  $2  BSLLION 

LU  Stryker  Corp.  Kalamazoo,  Mich. 

■J  52.  Married,  3  children 


Jon  Stryker 

$1.7  BILLION 
Stryker  Corp.  Kalamazoo. 
48.  Single,  2  children 


< 

LU 

Q 

Pat  Stryker 

Q£   $1.4  BILLION 

LU  Stryker  Corp.  Larimer,  Colo. 

«™J  50.  Divorced,  3  children 

Grandchildren  of  Homer  Stryker  (d.  1 980),  sur- 
UJ  geon  who  invented  mobile  hospital  bed,  founded 
medical  supply  company  Stryker  Corp.  When 
son,  Lee,  died  in  plane  crash  1976,  hired  John 
Brown  (see)  to  run  firm;  deployed  new  sales  force, 


cut  costs.  Public  1979.  Third  generation  controls 
30%  of  company.  Ronda:  only  family  member 
to  sit  on  board.  Jon:  architect;  funds  gay  and  les- 
bian causes,  great-ape  sanctuaries.  Pat:  founder 
of  Bohemian  Foundation,  donates  to  quirky 
causes  like  making  Colorado  the  best  place  in 
the  U.S.  to  raise  children. 

Thomas  Frist  Jr.  &  family 

$1.8  BILLION 

HCA  Healthcare.  Nashville. 
68.  Married,  3  children 

HCA  founder  took  nations  largest  hospital 
operator  private  with  Bain  Capital,  KXR  and 
Merrill  Lynch  in  July;  $33  billion  leveraged  buy- 
out was  the  largest  in  history.  Served  as  a  flight 
surgeon  in  Air  Force.  With  father,  founded 
Hospital  Corp.  of  America  1968.  Public  1969. 
Merged  with  Columbia  Hospital  Corp.  of 


Richard  Rainwater  (see)  1994.  Came  out  of  re- 
tirement to  revive  company  during  a  lengthy 
Medicare-fraud  investigation.  Last  year  brother 
Bill,  Senate  majority  leader,  denied  insider  trad- 
ing claims  after  he  dropped  entire  HCA  stake 
2  weeks  before  weak  earnings  slashed  share  price. 
Predicts  big  buyout  will  inspire  other  large  fam- 
ily-owned public  companies  to  go  private 
"We're  breaking  new  ground.  This  will  play  a 
big  role  in  showing  people  you  can  do  it."  Funds 
Joe  C.  Davis  YMCA  Outdoor  Center  in 
Nashville;  often  flies  in  on  his  Lake  Amphibian 
airplane  to  visit. 

Ernest  Stempel 

$1.7  BILLION 
American  Insurance  Group. 

Hamilton,  Bermuda. 

90.  Widowed,  remarried;  3  children 

Joined  financial  services  giant  AIG  in  1938 
Earned  3  law  degrees  at  night.  Took  furlough  to 
serve  in  Navy  during  WWII,  returned  to  com 
pany  in  1945.  AIG  founder  Cornelius  Vander 
Starr  took  notice,  sent  him  to  Bermuda  to  run1 
foreign  insurance  operations.  Became  vice  chair 
man  1979,  developed  life  insurance  division 
while  traveling  world  Retired  in  1997.  With  wife 
Brendalyn,  donates  through  several  foundations 
Recendy  stopped  playing  tennis;  still  sails. 

Arthur  Williams 

$1.7  BILLION 
Insurance.  Palm  Beach,  Fla. 
64.  Married,  2  children 

Former  high  school  football  coach  started  sell- 
ing life  insurance  1967  to  supplement  income, 
Scored  big  with  simple  philosophy:  "Buy  term 
and  invest  the  difference."  Opened  A.L.  Williams1 
8c  Associates  1977.  Sent  swarms  of  sales  "ter- 
mites" out  to  attack  rivals  market  share  by  of- 
fering low-cost  life  plans.  Sold  to  Primerica  1989;: 
today  stake  in  Citigroup  worth  $1  billion. 

Stewart  Rahr 

$1.5  BILLION 

Kinray.  New  York  City. 
60.  Married,  2  children 

Father,  Joseph,  ran  pharmacy  in  Brooklyn. 
Stewart  took  over  after  dropping  out  of  law* 
school,  turned  into  pharmaceutical  distributor 
Kinray.  Highly  automated  fulfillment,  fat  oper- 
ating margins.  Estimated  sales:  $3.9  billion. 
Name-dropping  stargazer  bought  East  Hamp- 
ton, N.Y.  estate  for  $45  million  a  few  years  ago; 
uses  spread  to  entertain  celebrity  friends  with  lav 
ish  summer  barbecues. 


140.  ALFRED  MANN 


254      FORBES      OCT  9,  2006 


I  W  M 


ree  pass  to  syccess 


Search  and  download  over  50/000 

white  papers,  presentations, 
case  studies,  webcasts  &  blogs 

relevant  to  your  job.  BNET  delivers  in-depth  content 
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From  content  on 
Audits  to  Zoning, 
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part  of  CNET  Networks,  a 
top-10  online  media  company' 
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Motoryacht  Zoom,  Zoom,  Zoom  wa 


I 


ortly  after  Hurricane  Katrir 


ohn  Dane,  president  of 
Trinity  Yachts,  is  serious 
about  winning.  He's  so  seri- 
ous that  in  2006,  he  was  offi- 
cially declared  the  victor  of 
the  Bacardi  Cup  Star  Class 
Regatta  in  Miami.  His  affection 
for  the  sport  doesn't  end  there.  Dane,  56, 
is  following  his  passion,  training  for  the 
2008  Olympic  sailing  trials.  While  he's  at 
it,  he's  winning  at  home. 

Dane  and  his  team  at  Trinity  Yachts  are 
busy  overcoming  obstacles  that  would  have 
put  many  yacht  builders  permanently 
underwater.  After  suffering  a  direct  hit  in 
2005  from  Katrina,  one  of  the  most  power- 
ful hurricanes  in  this  country's  history, 
Trinity  has  emerged  as  a  world  leader  in 
yacht  building,  with  new  and  improved 
facilities,  a  stronger  workforce  and  a  renewed 
vigor  for  building  bigger  and  better  yachts. 

Braced  by  a  powerful  management  team 
including  Dane,  Vice  President  William  S. 
Smith  III  and  Chairman  Felix  Sabates,Jr., 
Trinity  has  authored  and  implemented  an 
emergency  management  plan  that  has 


"Greatness  is  not  in  where  we  stand,  but  in  what  direction  we  ait 
moving.  We  must  sail  sometimes  with  the  wind  and  sometimes 
against  it  —  but  sail  we  must  and  not  drift,  nor  lie  at  anchor." 

Oliver  Wendall  Holnd 


resulted  in  a  winning  order  book.  With  a 
total  of  18  confirmed  yachts  to  be  built 
between  its  two  shipyards  (a  U.S.  record  for 
megayacht  construction), Trinity  marks  an 
unbelievable  feat  for  a  company  that  was 
paralyzed  by  Katrina. 

In  August  2005,  15  feet  of  water  buried 
Trinity's  facilities,  destroying  most  of  the 
manufacturing  equipment,  ripping  the  walls 
and  roofs  from  many  of  the  buildings  and 
leaving  the  majority  of  its  employees 
homeless.  Left  without  electricity,  shelter  or 
phones  and  with  nine  yachts  in  progress, 
management  faced  incredible  obstacles. 

"At  one  point,  someone  asked  if  we  were 
going  to  close.  I  said,  'Hell,  no.'  We  would 
rebuild  the  facility,  get  back  to  work  and 
deliver  the  boats  under  construction  that  our 
customers  contracted  us  to  build,"  Smith  says. 

The  plan?  To  salvage  as  much  as  possible 


from  the  New  Orleans  yard,  complete  tl 
yacht  construction  that  had.already  begu 
and  get  employees  back  on  their  feet 
was  a  plan  that  became  perhaps  one  of  til 
most  powerful  natural  disaster  comebac 
in  U.S.  history. 

Dane's  quick  thinking,  combined  with 
strong  team  of  managers  headed  by  Chi 
Operating  Officer  Wayne  Bourgeois  an 
committed  employees,  led  the  company  l 
invest  $20  million  in  a  "new  Trinity' 
another  facility  in  nearby  Gulfport,  Mis! 
"Our  employees  needed  their  paycheck) 
our  customers  were  depending  on  us  an 
our  people  needed  jobs,  places  to  live  ail 
cash  in  their  pockets,"  says  Smith.  With  tl 
banking  system  virtually  shut  down,Trinil 
provided  each  employee  with  $1,500  i 
cash,  whether  they  were  returning  to  woi 
or  not,  and  spent  more  than  $4  million  oj 


ALYSIA  offers  a  beautiful  onboard  cinema, 
world-class  spa  and  five-star  accommodations 
and  service.  She  cruises  the  Indian 
Ocean/Caribbean  in  winter  and  the 
Mediterranean  during  the  summer  months. 


Five  spectacular  decks  offer  spacious  areas 
for  entertaining  and  relaxing. 

(jpte  Yacht  Charters 
offers  this  spectacular  yacht, 
plus  hundreds  of  other 
luxury  yachts  worldwide. 
Allow  us  to  create  your 
customized  vacation. 

Contact: 
Elite  Yacht  Charters 
468  Camden  Drive 
Suite  200 
Beverly  Hiils,  CA  90210 
Tel:  (US)  310  552  7968 
Fax:  (US)  310  553  2551 
www.eliteyacht.com 
info@eliteyacht.com 


1 10  three-  to  four-bedroom  mobile  homes 
(now  called  Trinity  Village)  situated  on  site. 

Remarkably,  less  than  one  year  after  the 
hurricane  struck,  Trinity's  heritage  stands 
strong,  reflecting  resilience  in  its  New 
Orleans  yard.  This  same  ground  was  once 
home  to  Higgins  Industries  —  famous  for  its 
WWII  landing  craft.  Since  rehiring  more 
than  200  employees  in  New  Orleans,  the 
company's  workforce  is  nearly  700  today 
(combined  with  a  Gulfport  workforce  of 
500).  That  exceeds  pre-Katrina  levels. 

The  company's  latest  innovations  are  new 
launches  and  equipment.  A  new  Syncro  lift 
of  3,700  tons  has  been  ordered  in  Gulfport 
and  will  stand  ready  to  launch  steel  yachts  up 
to  330  feet  in  length. The  new  Gulfport  yard 
will  increase  deliveries  from  three  to  four 
yachts  per  year  to  eight. 

What  does  this  mean  for  prospective  yacht 
owners?  Smith  sums  it  up:  "After  this  expe- 
rience with  Katrina,  our  workforce  is  more 
focused  and  committed  to  becoming  the 
best  yacht  builder  in  the  world.  Other  than 
the  survival  of  and  recovery  from  Katrina,  our 
employees  are  proud  that  ten  of  our  current  18 
contracts  are  for  repeat  customers.  Owners  can 
be  confident  that  they  no  longer  have  to  go 
to  Europe  to  have  a  world-class  yacht  built  to 
satisfy  their  expectations." 

In  between  the  goodwill  and  rebuilding, 
Trinity  has  amazed  the  yachting  world  with 
seamless  launches  of  the  largest,  fastest  and 
most  publicized  yachts  of  the  year.  All  three 
set  world  standards  for  luxury  on  the  high 
seas.  There  is  the  1 57-foot  Lady  Linda;  the 
161-foot  Zoom,  Zoom,  Zoom,  the  fastest  yacht 
of  its  size  using  traditional  propulsion;  and  the 
Mia  Elise,  the  largest  steel  hull  motoryacht 
built  in  the  U.S.  in  50  years.  The  Mia  Elise  is 
the  fifth  Trinity  yacht  purchased  by  a  single 
owner  and  has  been  praised  by  Southern 
Views  magazine  as  "arguably  the  finest 
yacht  in  America." 

Will  Trinity  Yachts  retain  its  order-book 
stronghold  in  the  U.S.?  If  John  Dane  has  his 
way,  the  company  will  continue  to  move  in 
the  direction  of  worldwide  greatness,  no 
matter  which  way  the  wind  blows. 

Sail  the  World  on  a 
Megayacht  With  Direction 
From  Elite  Yacht  Charters 

From  the  shores  of  Cannes  to  the  crystal- 
clear  Caribbean,  megayachts  like  Trinity's 
amazing  Mia  Elise  and  Zoom,  Zoom,  Zoom 
combine  luxury  with  ultimate  privacy  and 


Left:  William  Smith  III.  Vice  President.  Trinity  Yac  | 
Right  John  Dane,  President,  Trinity  Yachts 


Trinity's  Mia  Elise  boasts  the  large 
steel  hull  built  in  the  U.S.  in  SO  year 


offer  unparalleled  options  for  private  ge 
aways.  Beverly  Hills-based  Elite  Yac 
Charters  can  direct  you  to  the  perfect  chz 
ter  yacht  vacation  from  its  sources  of  hu 
dreds  of  motor  and  sailing  yachts. 

From  the  280-foot  Alysia,  a  magnifice 
superyacht  equipped  to  offer  up  to 
passengers  the  finest  in  cruising  amenith 
to  beautiful  sailing  yachts  like  Mirabella 
the  largest  sloop  ever  built,  Elite's  profe 
sionals  specialize  in  luxury  private  yac 
charters  throughout  the  world.  With  mo 
than  1 5  years'  experience  in  guiding  hig 
profile  clients  to  charter  yacht  vacatior 
"Confidentiality,  customized  service  al 
discretion  are  assured,"  according  to  Kell 
Smitten,  president  of  Elite  Yacht  Chartei 
"Our  base  of  yachts,  complemented  by  o 
knowledge  of  the  world's  most  exclusr 
sailing  destinations,  brings  perfection 
travel  to  the  charter  yacht  experience." 

To  book  your  charter  yacht  vacation, 
to  request  a  full  catalog  of  yacht  chart 
options,  contact  Kelley  at  Elite's  Bever 
Hills  headquarters:  310-552-7968,  or  e-m; 
info@eliteyacht.com. 

Web  Directory 


Elite  Yacht  Charters 
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! Peter  Lewis 

$1.4  BILLION 

(  Progressive  Corp.  Coconut  Grove,  Fla. 
72.  Divorced,  3  children 

'  Princeton  grad  joined  father's  auto  insurance  firm 
1*1955;  targeted  high-risk  drivers.  Took  Progres- 
sive public  1971.  Today  country's  third-largest 

Ijuto  insurer,  caters  to  all  drivers;  sets  rates  using 
Itievice  installed  in  cars  to  monitor  driving  habits. 
■Art  enthusiast  houses  more  than  6,000  pieces  of 

.;ontemporary  art  in  Progressive  offices  nation- 
al «vide.  Donated  $100  million  to  Princeton  arts 
J  urogram.  Spent  millions  against  Bush  in  2004; 
Iflnow  giving  to  Democratic  youth  groups. 

Phillip  Frost 

$1.4  BILLION 

i Pharmaceuticals.  Miami. 
1 39.  Married 

Jfcold  drug  giant  Ivax  to  Teva  Pharmaceuticals  for 
>7.6  billion  last  year;  Israeli  company  now  world's 
argest  generic-drug  maker.  Today  pharma  ty- 
:oon  investing  in  dangerous  habits:  took  6%  stake 
n  cigarette  producer  Vector  in  June  by  swap- 
ping $50  million  in  company  bonds.  Studied 
3rench  literature  at  U  of  Pennsylvania.  Invented 
disposable  biopsy  device  1971.  Took  over  Key 
'harmaceuticals,  created  new  delivery  systems 
or  old  drugs.  Sold  to  Schering-Plough  in  1986. 
-ounded  Ivax  a  year  later.  Sees  big  opportuni- 
ies  in  small  operations:  "It's  easier  to  grow  a  great 
leal  when  you  start  a  small  company." 

Gary  Michelson 

£1.4  BILLION 

A/ledical  patents.  Los  Angeles. 
57.  Divorced 

vlade  first  fortune  as  a  surgeon:  invented  spinal 
mplants,  reaped  a  few  hundred  million  dollars. 
Today  holds  more  than  185  patents.  Last  year 
Settled  nasty  intellectual  property  lawsuit  with 
nedical  device  maker  Medtronic  for  $1.3  billion. 
;  tone  of  contention:  implant  that  stabilizes,  helps 
1  use  vertebrae.  Now  crusading  to  make  trade- 
nark  system  more  efficient:  "I  think  the  patent 
)ffice  could  operate  in  a  smarter,  faster  more 
I  >pen  way'  This  year  donated  $  1 0  million  to  sav- 
ng  unloved  pets  in  Los  Angeles. 

Michael  Jaharis 

51.2  BILLION 

Pharmaceuticals.  New  York  City. 
78.  Married,  2  children 

Korean  War  vet  earned  law  degree  at  night  from 
i  DePaul  U  Partnered  with  Phillip  Frost  (see)  early 
1970s,  acquired  Key  Pharmaceuticals.  Turned 


company  around  with  revamped  asthma  drug; 
sold  to  Schering-Plough  for  $836  million  in  1986. 
Launched  Kos  Pharmaceuticals  2  years  later.  Pub- 
lic 1997;  dominated  cholesterol  market  with 
Niaspan,  which  raises  good  cholesterol.  Rivals 
Merck  and  Pfizer  now  developing  similar  drugs; 
shares  down  30%  in  past  year.  No  longer  active 
day  to  day;  serves  as  chairman  emeritus.  Last  year 
company  investigated  for  allegedly  using  improper 
sales  practices;  recendy  among  firms  investigated 
in  stock  options  scandal.  Donates  to  New  York's 
Metropolitan  Museum  of  Art,  Tufts  University. 

William  McGuire  cam 

$1.2  BILLION 

UnitedHealth  Group.  Wayzata,  Minn. 
58.  Married,  2  children 

Chief  executive  of  UnitedHealthcare  now  the 
poster  boy  for  the  ills  of  back-dated  stock  options. 
Born  in  upstate  New  York,  raised  in  Texas;  fa- 
ther was  an  engineer  for  an  oil  company.  High 
school  basketball  star  became  medical  doctor; 
gave  up  practice  as  a  lung  and  heart  specialist  for 
job  at  Peak  Health  Plan  1984.  Company  acquired 
by  UnitedHealth  4  years  later.  Became  chief  1991; 
acquired  competitors,  beefed  up  profits.  Until  re- 
cently stock  rose  25%  a  year.  Today  UHC  is  na- 
tion's second-largest  health  care  insurer.  Projected 
2006  sales:  $72  billion.  Compensation  commit- 
tee spoiled  him;  has  received  35.2  million  stock 
options  since  early  1990s.  SEC  investigating  pos- 
sible illegal  backdating  of  company's  options; 
stock  down  17%  since  December.  Butterfly  col- 
lector has  his  own  species:  Euphyes  mcguirei. 


John  Brown 

$1  BILLION 
Stryker  Corp.  Kalamazoo. 
72.  Married,  2  children 
Raised  in  a  small  town  in  Tennessee,  studied 
chemical  engineering  in  college.  Took  job  at  Bris- 
tol-Myers Squibb,  headed  personnel  department 
Took  over  Stryker  Corp.  after  Lee  Stryker  died 
in  a  plane  crash  1976.  Turned  small  medical  in- 
struments company  known  for  selling  hospital 
beds  and  cast  cutters  into  dominant  manufac- 
turer known  primarily  for  artificial  hips,  knees. 
Sales:  $4.9  billion.  Philanthropy  focused  on  ed- 
ucation: "It  took  me  from  the  back  hills  of  a  farm 
in  western  Tennessee  to  modern  America." 

George  Joseph 

$1  BILLION 

Insurance.  Los  Angeles. 

85.  Divorced,  remarried;  5  children 

Numbers  junkie  earned  Harvard  math  and 
physics  degrees  in  3  years.  Piloted  B-17  bomber 
in  WWII.  First  job:  statistician  at  Occidental  Life. 
Earned  $225  a  month,  quit  after  realizing  sales- 
men made  more.  Created  property  and  casualty 
insurance  company.  Then  Mercury  General 
1962.  Targeted  customers  having  trouble  getting 
auto  insurance,  used  snoop  unit  to  flush  out  sus- 
picious claims.  Took  public  1985.  Believes  ZIP 
codes  key  statistic  to  setting  insurance  rates;  now 
fighting  California  officials,  who  say  motorists' 
driving  records  are  more  important  Said  to  relax 
in  the  evenings  with  a  lapful  of  trade  magazines 
and  agent  reports. 
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MORT 

Manufacturing  fortunes  once  dominated 
The  Forbes  400.  Today  they  represent 
just  5%  of  the  list.  These  industrialists  make  a 
few  bucks  every  time  you  listen  to  your  stereo, 

clean  your  house  or  send  a  birthday  card. 


52.  TY  WARNER 


Photograph  by 
Theo  Westenberger  for  Forbes 
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Herbert  Kohler  &  family 
$4.5  BILLION 
Plumbing  fixtures.  Kohler,  Wis. 
67.  Divorced,  remarried;  3  children 

The  housing  market  may  be  cooling,  but  chrome 
and  porcelain  still  turning  into  gold  for  third-gen- 
eration chief  of  Kohler  Co.  Grandfather  founded 
company  1873  to  make  hitching  posts  and  ceme- 
tery ornaments  for  midwestern  farmers.  Today 
empire  includes  toilets,  sinks,  furniture,  cabinets, 
engines,  generators.  Sales:  $5  billion.  Yale  grad  also 
breeds  Morgan  show  horses:  "A  terrific  animal. 
Beautiful  and  showy" 

Ty  Warner 
$4.5  BILLION 
Beanie  Babies.  Chicago. 
62.  Single 

Salesman's  son  dropped  out  of  college,  took  to 
road  selling  plush  toys.  Started  line  of  stuffed  an- 
imals 1986.  Beanie  Babies  ruled  lunch-box  set 
for  years;  created  buying  mania  by  limiting  pro- 
duction runs.  Estimated  $485  million  sales  down 
sharply  as  popularity  of  bean-filled  cubes  wanes. 
Plowed  profits  into  real  estate;  owns  country  club 
in  Santa  Barbara,  office  parks  in  Chicago.  Press- 
shy.  Recently  built  world's  most  expensive  hotel 
room  at  New  York's  Four  Seasons  Hotel:  4,300- 
square-foot  suite  has  onyx  walls  and  heart-stop- 
ping views  of  Manhattan  skyline.  One  night's  stay: 
$30,000. 

Kenneth  Hendricks 

$2.6  BILLION 

Building  supplies.  Belolt,  Wis. 

65.  Married,  7  children 

Roofing  king  gloating:  his         Supply  has 


doubled  in  value  to  $2.4  billion  in  past  12 
months.  "Next  year  we're  probably  going  to 
do  it  again."  Wisconsin  native  dropped  out  of 
high  school,  became  a  roofer.  Bought  first 
construction  supply  business  in  1982.  Today 
ABC  Supply  largest  supplier  of  roofing  and 
siding  materials  to  professional  contractors 
in  the  U.S.  Estimated  sales:  $2  billion.  In  talks 
with  Chinese  government  to  cover  part  of  the 
Olympic  Village  with  "green  roofs" — eco- 
friendly  building  tops  to  be  made  of  plants 
that  absorb  rainwater  and  heat — in  2008.  Says 
billionaires  with  small-town  roots  have 
responsibility  to  give  back  to  their  commu- 
nities: "I  made  it  here,  and  I'm  going  to  spend 
it  here." 

Mitchell  Rales 
$2.6  BILLION 

Danaher  Corp.  Washington,  D.C. 
50.  Divorced,  2  children 

Steven  Rales 
$2.5  BILLION 

Danaher  Corp.  Washington,  D.C. 
55.  Divorced,  2  children 

Highly  private  brothers  left  father's  real  estate 
firm  1979,  founded  Equity  Group  Holdings. 
Bought  up  small  manufacturing  companies: 
Chicago  Pneumatic  Tool,  Western  Pacific 
Industries.  Purchased  25%  stake  in  near- 
bankrupt  REIT,  combined  with  manufactur- 
ing units  to  create  Danaher  Corp.  Acquired, 
revamped  more  than  3  dozen  companies  in 
25  years.  Mitchell:  built  museum  to  house 
personal  art  collection — Glenstone,  open  by 
appointment  only. 


Min  Kao 

$2.2  BILLION 
I  GPS  equipment.  Mission  Hills,  Kans. 
57.  Married,  2  children 

Gary  Burrell 

$1.5  BILLION 

GPS  equipment.  Stilwell,  Kans. 

69.  Married,  3  children 

Partners  met  as  engineers  at  AlliedSignal;  struck 
out  on  own  to  make  products  based  on  new- 
fangled Global  Positioning  System.  Founded  nav- 
igation device  maker  Garmin  1989;  U.S.  Army 
first  customer,  during  Gulf  war.  Expanded  to  de- 
vices for  boats,  planes,  hikers.  Now  focused  on 
R&D;  developing  60  new  products  a  year.  Bur- 
rell; retired  as  cochair  2004,  now  chairman  emer- 
itus. Kao:  donated  $17.5  million  to  alma  mater, 
U  of  Tennessee,  for  science  and  engineering. 

Ray  Dolby 

$1.7  BILLION 

Dolby  Laboratories.  San  Francisco. 
73.  Married,  2  children 

Born  in  Oregon,  raised  in  San  Francisco.  Played 
darinet  as  child;  became  fascinated  by  reed  vibra- 
tions. Worked  on  audio  projects  at  Ampex  Corp. 
while  earning  Ph.D.  in  electrical  engineering  at 
Cambridge.  Played  integral  role  in  developing 
Ampex's  videotape  recording  system.  Founded 
Dolby  Laboratories  in  London  1965,  relocated  to 
San  Francisco.  Made  fortune  with  audio-process- 
ing system  that  eliminates  hiss  and  other  back- 
ground noise.  Dolby  sound  technology  now  the 
industry  standard  for  movies,  stereo  equipment 
First  integration  used  on  soundtrack  to  1971  cult 
dassic  A  Cbckwork  Orange;  Dolby  Stereo  debuted 
with  Star  Wars.  Took  public  2005;  shares  up  19% 
since  January.  With  wife  donated  $16  million  for 
a  new  stem  cell  research  center  at  UCSF. 

Donald  Hall 

$1.6  BILLION 

Hallmark.  Mission  Hills,  Kans. 

78.  Married,  3  children 

Youngest  child  of  Joyce  Hall  (d  1982),  preachers 
son  who  started  selling  greeting  cards  at  Kansas 
City  YMCA  at  age  18.  Took  reins  1966  with  ex- 
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pansions  into  crayons  (Crayola),  TV  (Hallmark 
Channel),  real  estate  (Crown  Center  Shopping 
Complex).  Now  worlds  largest  greeting-card 
firm.  Sales:  $4.2  billion.  Warm  sentiments  cool- 
ing on  TV:  shares  of  Crown  Media,  owner  of 
Hallmark  Channel,  down  61%  in  past  year. 

Imogene  Powers  Johnson 

S.C.  Johnson.  Racine,  Wis. 
76.  Widowed,  4  children 

S.  Curtis  Johnson 

S.C.  Johnson.  Racine,  Wis. 
51.  Married,  4  children 

Helen  Johnson-Liepold 

S.C.  Johnson.  Racine,  Wis. 
49.  Married,  3  children 

H.  Fisk  Johnson 

S.C.  Johnson.  Racine,  Wis. 
48.  Divorced,  1  child 

Winnie  Johnson-Marquart 

S.C.  Johnson.  Virginia  Beach,  Va. 

47.  Married,  4  children 

S8  BILLION  FAMILY  FORTUNE 

Widow  and  children  of  Samuel  Curtis  Johnson 


(d.  2004),  great-grandson  of  salesman  who 
founded  floor  wax  company  1886.  Sam  joined 
1954,  expanded  to  cleaning  supplies  (Pledge, 
Windex),  insect  repellents  (Off,  Raid).  Passed 
company  to  fifth  generation  in  2000.  Today 
S.C.  Johnson  employs  12,000  people  world- 
wide, sells  products  in  100  countries.  Esti- 
mated sales:  $6.5  billion.  Children  sent  to  Sam's 
alma  mater,  Cornell,  before  joining  family 
business.  All  still  active.  Fisk  CEO  of  S.C.  John- 
son. Curt  runs  industrial  cleaning  products 
spinoff  JohnsonDiversey,  Helen  camping-and- 
water-sports  manufacturer  Johnson  Outdoors 
and  banking-centric  Johnson  Financial,  Win- 
nie family  foundation.  Family  known  for  social 
responsibility,  environmentalism;  big  backers 
of  Smithsonian,  Mayo  Clinic.  Several  mem- 
bers took  diving  trip  to  Indonesia  looking  for 
wrecked  plane  their  grandfather  used  while 
scouring  globe  for  wax  ingredients. 

Amar  Bose 

$1.5  BILLION 

Bose.  Framingham,  Mass. 

76.  Married,  2  children 

Sultan  of  sound  repaired  radios  in  high  school 

to  keep  his  family  afloat  after  WWII  depressed 

his  fathers  import  business.  Fulbright  scholar 


earned  Ph.D.  in  electrical  engineering  from  MIT 
stayed  on  faculty.  Began  research  program  in  hi- 
fi  sound  reproduction;  founded  Bose  Corp.  1964 
First  contracts  with  NASA,  U.S.  military,  improv- 
ing audio  communications.  Built  brand  on 
groundbreaking  loudspeaker  design.  Introduced 
first  factory-installed  car  stereo  system  1982 
today  major  supplier  for  high-end  automobiles 
(Porsche,  Mercedes).  Sales:  $1.8  billion.  New  iPod 
speaker  systems  pumping  up  revenues.  Plans  to 
give  fortune  to  educational  causes. 

Richard  Farmer 

$1.3  BILLION 

Cintas  Corp.  Cincinnati. 
71.  Married,  3  children 

Grandfather  started  rag-cleaning  business  1929. 
Richard  joined  1957  after  college;  CEO  1 1  years 
later.  Expanded  into  uniform  rental,  cleaning, 
Took  Cintas  public  1983.  Stock  down  5%  in  the 
last  year.  Still  nations  largest  uniform -rental  firm: 
more  than  5  million  people  wear  company's  gear. 
Branching  out  into  first-aid  products,  cleaning 
supplies.  Retired  2003;  son  Scott  runs  outfit  Re 
cently  lost  legal  battle  with  ex-employees  over 
back  pay  in  California;  other  labor  lawsuits  pend 
ing.  Generous  supporter  of  education,  veterans' 
causes,  Republican  Party. 
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Take  the  Stock  Market  with  You! 

Complete  access  to  real-time  streaming  stock  market  data  at  your 
fingertips. . .  at  home,  at  the  office,  or  on  the  road! 

Always  be  connected  —  www.quotestream.com 
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We  know  how  important  it  is  to  have 
quick  access  to  real-time  quotes,  real-time 
alerts,  level  2  market  depth,  time  and 
sales,  dynamic  charts,  historical  research, 
company  press  releases,  and  more- 
no  matter  where  you  are. 

That's  why  we  created  the  award-winning 
Quotestream™  Wireless.  Loaded  with 
features,  it  is  essential  for  anyone  who 
wants  to  stay  on  top  of  what's  happening 
in  the  markets. 


Quotestream™  Wireless  supports  over 
100  PDAs  and  mobile  phones,  including 
Motorola,  BlackBerry,  PalmOne,  Sony 
Ericsson,  Nokia,  MS  Mobile  5.0,  and  many 
others. 

QuoteMedia,  creator  of  Quotestream™ 
Wireless,  also  specializes  in  market  data 
feeds,  financial  content  delivery,  and 
complete  corporate  wireless  solutions 
ensuring  your  entire  company  is  always 
connected. 


Try  it  for  free  at  www.quotestream.com,  or  call  us  toll-free  at  1  877  31 1-991 1 . 
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Robert  Galvin 

$1.2  BILLION 
Motorola.  Marshfield,  Wis. 
85.  Married,  4  children 
Father,  Paul  Galvin  (d.  1959),  founded 
Galvin  Manufacturing  Corp.  1928,  renamed 
Motorola  1947.  Made  car  radios  and  5- 
pound  Handie-Talkie  2-way  crystal  radio  for 
WWII.  Robert  started  in  stockroom  1940, 
CEO  1959.  Focused  on  chips  and  wireless 
1970s.  Sold  off  television  manufacturing 
business  to  concentrate  on  semiconductors, 
wireless  technology.  Introduced  one  of  the 
first  cell  phones  with  DynaTAC  in  1983.  Son 
Chris  took  over  in  1997;  rode  tech  run-up, 
subsequent  crash;  stepped  down  2003.  New 
chief,  Edward  Zander,  now  in  charge;  stock 
up  50%  since  early  2005.  Driving  the  surge: 
Motorola  Razr,  more  than  50  million  sleek 
cell  phones  sold  worldwide. 

John  Orin  Edson 

$1.1  BILLION 

Leisure  craft.  Seattle. 

74.  Divorced,  remarried;  2  children 

Marine  lover  got  sea  legs  as  a  kid;  rebuilt  small 
boat  and  sailed  around  Lake  Washington. 
Later  crafted  sailboats  in  his  Seattle  garage 
before  founding  Bayliner  Marine  Corp.  1955. 
Doubled  revenue  every  3  years;  sold  to 
Brunswick  for  $425  million  1986.  Invested 
proceeds  in  stocks,  bonds,  real  estate.  Spends 
days  flying  helicopters,  skiing,  cruising  in  new 
164 -foot  yacht,  Evviva.  Last  year  donated 
$5.4  million  to  Arizona  State  University  for 
student  entrepreneurs. 

Jerry  Zucker 
$1.1  BILLION 
Industrialist.  Charleston,  S.C. 
57.  Married,  3  children 
Inventive  industrialist  trying  his  hand  in  fash- 
ion. This  year  bought  ailing  Canadian  retailer 
Hudson's  Bay  Company  for  $878  million. 
Took  HBC  private;  plans  to  clean  up  Canada's 
oldest  company,  make  it  emulate  Macy's. 
Israeli  native  entered  US.  1952.  Took  first  job 
at  age  12  as  a  runner  for  local  TV  station. 
Graduated  with  triple  major  from  U  of 
Florida;  bought  first  textile  plant  1982.  Now 
chairman  of  InterTech:  $3  billion  (sales)  hold- 
ing company  owns  textile,  chemical,  manu- 
facturing firms.  Biggest  clients  include  Proc- 
ter &  Gamble,  Johnson  &  Johnson.  Reinvests 
profits  back  into  R&D  Holds  more  than  350 
patents.  Also  partne.  Mid-Atlantic 


Investors.  Collects  hockey  memorabilia;  owns 
25%  of  minor  league  hockey's  South  Carolina 
Stingrays. 

Arturo  Moreno 

$1.1  BILLION 
Billboards.  Phoenix. 
60.  Married,  3  children 
Phoenix  native  partnered  with  advertising 
genius  William  Levine,  who  founded  Out- 
door Systems  1980  with  billboards,  bus  sta- 
tion ads.  Vietnam  vet  Moreno  joined  1984. 
Took  public  1996,  sold  to  Infinity  Broad- 
cast Corp.  1999  for  $8.7  billion  in  stock. 
Became  Viacom  following  2000  merger; 
today  Moreno  owns  8.8  million  shares  of 
Viacom  worth  $320  million,  10  million  of 
CBS  worth  $285  million.  Also  owns  Ari- 


zona commercial  real  estate;  stakes  in  pre 
baseball's  Los  Angeles  Angels  of  Anaheim 
basketball's  Phoenix  Suns. 

John  Krehbiei  Jr.  &  family 

$1  BILLION 
Molex.  Lake  Forest,  III. 
68.  Married,  3  children 

Grandfather  Frederick  founded  Molex  1938 
invented  plastic  originally  used  in  flowerpots 
clock  cases,  salt  dispensers.  Father,  John  Si 
(d.  1993),  converted  business  into  one  o 
largest  manufacturers  of  electrical  and  optica 
connectors.  John  Jr.  no  longer  active  in  day 
to-day  operations,  cochairs  board  wit! 
younger  brother  Fred.  Donates  to  Republicar 
Party.  Recent  stock  surge  keeps  him  on  Thi 
Forbes  400;  shares  up  23%  since  late  July. 
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Claiming  for  leadership?  Our  student-led 
businesses  give  new  meaning  to  "career  trajectory." 


Manage  a  multimillion-dollar  investment  fund. 
Consult  top  management  on  key  initiatives.  Work  with 
entrepreneurs  to  vet  a  new  venture.  Or  help  create  a 


challenges.  They  lead  actual  businesses  in  branding 
and  marketing,  management  consulting,  new  business 
ventures,  and  funds  management.  It's  a  high-value 


brand  identity  for  a  multinational  company.  The 
nationally-ranked  Carlson  School  of  Management 
offers  MBA  students  the  opportunity  to  affect 
business  at  its  highest  levels.  And  gain  unparalleled 
access  to  valuable  leadership  experiences. 

Today,  the  Carlson  School  Enterprises  are  the  largest 
student-led  businesses  in  the  nation.  Unlike  other 
business  schools,  our  Enterprises  are  supported  by  a 
dedicated  team  of  directors — faculty  and  business 
leaders  at  the  top  of  their  professions. 

Through  the  Enterprises,  Full-Time  MBA  students 
apply  classroom  theories  to  real-world  business 


experience  with  a  powerful  payoff:  Carlson  Full  Time 
MBA  graduates  have  one  of  the  country's  leading 
employment  rates. 

Discover  the  difference  between  taking  a  course 
and  setting  one.  Call  1-800-926-9431  to  schedule  a 
visit  or  get  more  information.  Apply  online  at 
carlsonschool.umn.edu/mba. 


CARLSON  SCHOOL  ENTERPRISES 


Join  other  students  leading  actual  businesses  in  branding, 
consulting,  ventures,  and  funds  management. 


CARLSON 

SCHOOL   OF  MANAGEMENT 


University  of  Minnesota 


2006  Regents  bf  the  University  of  Mimics 


of  Minnesota  is  an  equal  opportunity  educator  and  employer 
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Their  food  makes  you  fat. 
Their  candy  rots  your  teeth. 
Their  booze  leaves  you  drunk. 
For  these  epicureans,  it's  always  eat, 
drink — and  get  rich. 
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$10.5  BILLION 

Candy.  McLean,  Va. 
75.  Married,  4  children 

John  F.  Mars 

$10.5  BILLION 

Candy.  Arlington,  Va. 
70.  Married,  2  children 

Jacqueline  Mars 

$10.5  BILLION 
Candy.  Bedminster,  N.J. 
67.  Twice  divorced,  3  children 
Grandchildren  of  Frank  and  Ethel  Mars, 
candymakers  who  started  selling  chocolates 
from  their  kitchen  in  Tacoma,  Wash.  1919. 
Father,  Forrest  Sr.  (d.  1999),  took  reins,  intro- 
duced malt-flavor  nougat,  which  became  core 
of  Mars  candy  bar  line:  Snickers,  Milky  Way, 
3  Musketeers.  Also  created  Twix,  M&Ms,  Skit- 
tles. Obsessed  with  efficiency  in  factories: 
punctuality  measurement,  quality.  Added  pet 
food  (Whiskas,  Pedigree),  Uncle  Ben's  Rice, 
electronic  components  for  vending  machines. 
Today  Mars  is  worlds  largest  confectioner. 
Sales:  $19  billion.  Expanding  pet  food  divi- 


sion: recently  bought  Doane  Pet  Care  (makes 
Wal-Mart's  Ol'  Roy  label)  and  the  maker  of 
Greenies,  nation's  top-selling  dog  treat. 

John  R.  Simplot  &  family 

$3.2  BILLION 

Potatoes,  microchips.  Boise,  Idaho. 
97.  Divorced,  remarried;  4  children 
(1  deceased) 

Potato  king  mulling  move  to  health  food 
products;  supplier  of  more  than  half  of 
McDonald's  french  fries  hampered  by  national 
witch  hunt  on  trans  fats.  Born  in  Iowa,  moved 
to  Idaho  in  teens  after  feuding  with  father. 
Bought,  sold  hogs;  plowed  profits  into  potato 
business.  Today  JR  Simplot  Co.  sales  exceed 
$3  billion;  runs  heft)'  fertilizer  operation  in 
addition  to  spuds.  Bankrolled  semiconductor 
outfit  Micron  Technology  late  1970s;  today 
stake  worth  $250  million.  Recently  donated 
$2  million  to  build  new  governor's  mansion  in 
Idaho.  Oldest  member  of  The  Forbes  400 
overseeing  construction  of  an  elaborate  mau- 
soleum in  Boise;  final  resting  place  will 
include  giant  urn  for  cremated  remains  of 
Simplot  descendants  and  twin  crypts  for  J.R. 
and  his  wife. 


Mary  Alice  Malone 

$2.2  BILLION 
Inheritance.  Coatesville,  Pa. 

56.  Divorced,  2  children 

Bennett  Dorrance 

$2.1  BILLION 

Inheritance.  Paradise  Valley,  Ariz. 

57.  Married,  2  children 

Hope  Hill  Van  Beuren 

$1.3  BILLION 
Inheritance.  Middletown,  R.I. 
72.  Married,  3  children 

Charlotte  Weber 

$1.3  BILLION 
Inheritance.  Ocala,  Fla. 
63.  Divorced,  3  children 

Dorrance  Hill  Hamilton 

$1.1  BILLION 

Inheritance.  Wayne,  Pa. 
78.  Widowed,  3  children 

Cousins.  Grandfather  John  T.  Dorrance,  inven 
tor  of  condensed- soup  process,  bought  out  hii 
uncle's  Campbell  Preserve  Company  in  1914 
Passed  company  on  to  son,  3  daughters.  Third 
generation  still  owns  about  half  the  company 
Dorrance,  Malone,  Weber  sit  on  board  but  no 
actively  involved  day  to  day.  Interests  includi 
horses  (Malone,  Weber),  aviation  (Dorrance) 
gardening  (Hamilton),  art  (Weber)  and  real  es 
tate.  Dorrance  recently  purchased  $18  million 
plot  of  land  in  Hawaii.  John  Dorrance  III  also  i 
billionaire;  fled  U.S.  in  1994  to  avoid  taxes,  nov 
an  Irish  citizen. 


Charles  Butt  &  family 

$2.2  BILLION 

Supermarkets.  San  Antonio,  Tex. 
68.  Single 

Third-generation  grocer  caters  to  yuppie  tastes 
High-end  Central  Market  stores  shun  big  brand) 
like  Coca-Cola  and  General  Mills  in  favor  of  or 
ganic  foods,  wine  and  cheese,  in-store  cafes 
Founded  in  1905  by  grandmother  originally  tc  ffl 
support  sick  husband,  3  children  in  Kerrville,  Tex 
Today  sales  from  more  than  300  stores  in  Texa: 
and  Mexico  top  $11.5  billion.  Expanding:  nev 
HEB  Plus  stores  sell  a  higher  mix  of  nonfooc 
products  to  take  on  Wal-Mart  Supercenters.  Twc  jy, 
nephews  now  in  charge:  Howard  III  leads  Mex 
ican  operation,  Stephen  Dallas.  Older  brother 
Howard,  runs  Butt  Foundation;  used  to  preach 
with  Billy  Graham. 
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Conference  topics  include:  Email  Marketing,  RSS,  Mobile 
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Jess  Jackson 

$2.2  BILLION 
Jackson  Family  Wines. 

Healdsburg,  Calif. 
76.  Divorced,  remarried;  5  children 
Raised  during  Depression:  became  farmer,  then 
land-use  lawyer.  Planted  vines  north  of  San  Fran- 
cisco 1970s,  released  first  Kendall -Jackson  wine 
1982.  Today  Jackson  Family  Wines  produces 
more  than  5  million  high-end  cases  a  year  from 
14,000  acres.  Thought  about  retiring  2000;  put 
K-J  up  for  sale,  changed  his  mind.  Big  coup  this 
August:  won  auction  to  buy  3  California  winer- 
ies out  of  bankruptcy  for  $96  million.  Now 
getting  into  horse  racing.  Over  past  3  years  has 
spent  $200  million  on  Thoroughbred  breeding; 
operation  includes  nearly  200  horses  ( 1 2  already 
racing)  and  4  farms.  Generous:  blew  $155,000 
for  a  2006  Maserati  at  recent  charity  auction.  "I 
didn't  set  out  to  buy  it  But  it's  all  for  a  good  cause." 

Clayton  Mathile 

$2  BILLION 
lams.  Dayton,  Ohio. 
65.  Married,  5  children 

Former  Campbell  Soup  accountant  joined 
animal  nutritionist  Paul  lams'  pet  food  firm  1970; 
focused  on  high-end  breeders  and  vets. 
Succeeded  lams  1975,  bought  him  out  1982. 
Expanded  with  specialized  food  products  for 
sensitive  stomachs,  weight  loss.  Sold  company 
to  Procter  &  Gamble  1999  for  $2.3  billion.  Keeps 
busy  feeding  Mathile  Family  Foundation. 

S.  Daniel  Abraham 

$1.9  BILLION 

Slim-Fast.  Palm  Beach,  Fla. 
82.  Married,  6  children 

World  War  II  infantryman  joined  Army  at 
18;  fought  in  Italy,  France  and  Germany.  Then 
sold  topical  ointments  for  uncle's  medical 
supplies  company.  Pharmaceutical  entrepre- 
neur stayed  with  family  business,  made  fat 
fortune  helping  others  get  slim.  Introduced 
Slim-Fast  nutritional  supplements  1976.  Sold 
to  Unilever  in  2000  for  $2.3  billion;  all 
employees  received  year's  salary  as  parting 
gift.  Octogenarian  giving  away  fortune: 
donates  to  Mayo  Clinic,  cofounded  Center  for 
Middle  East  Peace  &  Economic  Cooperation. 
Vital:  sired  sixth  child  after  80th  birthday. 

Cargill  MacMillan  Jr. 

$1.6  BILLION 

Inheritance.  Wayzata,  Minn. 

79.  Divorced,  remarried;  4  children 


354.  HOWARD  SCHULTZ 


John  MacMillan  III 

$1.6  BILLION 

Inheritance.  Hillsboro  Beach,  Fla. 
78.  Twice  divorced,  remarried; 
9  children 

Whitney  MacMillan 

$1.6  BILLION 

Inheritance.  Minneapolis. 
77.  Married,  4  children 

W.  Duncan  MacMillan 

$1.6  BILLION 

Inheritance.  Wayzata. 
76.  Married,  4  children 

Marion  MacMillan  Pictet 

$1.6  BILLION 

Inheritance.  Hamilton,  Bermuda. 

74.  Divorced,  1  child 


Pauline  MacMillan  Keinath 

$1.6  BILLION 

Inheritance.  St.  Louis. 
74.  Married,  4  children 

Third-  and  fourth-generation  heirs  to 
America's  largest  private  company  and  the 
world's  biggest  agriculture  and  commodity- 
trading  concern.  Founder  William  W. 
Cargill  started  with  grain  elevator  in  Iowa 
after  Civil  War,  son-in-law  John  MacMillan 
took  over  after  patriarch's  death.  Last  family 
chief  exec,  Whitney,  retired  1995;  fifth  gen- 
eration now  on  the  board.  Family  owns 
nearly  90%  of  company,  employees  the  rest. 
Sales  now  $75  billion.  Expanding  into 
agricultural  consulting  and  other  service 
industries.  All  known  for  keeping  it  private 
in  daily  life  as  well  as  business  matters. 
Cousins  James  Cargill  and  Margaret  Cargill 
both  died  earlier  this  year. 
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Aetna  Health  Connections5 


A  new  way  to 
bring  it  all  together 
for  better  health. 

Now  Aetna  introduces  a  new  approach 
to  medical  management  that  can  help 
people  achieve  their  optimal  health. 
Aetna  Health  Connections  integrates 
clinical  data  and  programs  across  Medical, 
Dental,  Pharmacy,  Behavioral  Health 
and  Disability  insurance  plans  to  provide 
a  picture  of  every  member's  overall  medical 
condition.  With  our  holistic  approach, 
doctors  and  nurse  case  managers  have 
the  data  they  need  to  help  patients 
achieve  better  outcomes,  and  make  earlier 
interventions  when  appropriate.  To  find 
out  more,  call  your  broker  or  consultant, 
Aetna  representative,  or  visit  aetna.com. 


We  want  you  to  know" 


X  Aetna 


Health 

Dental 

Pharmacy 

Behavioral  Health 

Long  Term  Care 

Disability 

Life 


©2006  Aetna  Inc.  Plans  are  offered  by  Aetna  Lite  Insurance  Company.  Health  insurance 
plans  contain  exclusions  and  limitations.  Policy  form  numbers  include  GR-29  and  GR-700-W. 
200630 
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William  Wrigley  Jr. 

$1.6  BILLION 

Chewing  gum.  Lake  Forest,  III. 

42.  Divorced,  3  children 

Great-grandfather  peddled  baking  powder  and 
soap;  used  chewing  gum  as  incentive.  Gum  more 
popular;  introduced  spearmint  chewables  1893. 
Fourth-generation  gummaker's  net  worth  down 
53%  since  last  year;  divorce,  slumping  Wrigley 's 
stock  to  blame.  Bought  Altoids,  Life  Savers 
brands  as  part  of  $1.5  billion  Kraft  Foods  candy 
division  acquisition  2004;  so  far  breath  mints  not 
performing  as  planned.  Opened  candy  factory 
in  Shanghai;  looking  for  acquisitions  in  Asia. 
World's  largest  gum  producer  has  launched  72 
new  products  this  year  to  go  with  2  most  rec- 
ognizable brands:  Wrigleys  Extra  and  Orbit. 

James  Leprino  &  Family 

$1.5  BILLION 

Cheese.  Denver. 

69.  Married,  2  children 

Father,  Mike  Sr.,  arrived  in  America  1914;  made 

ricotta  and  mozzarella  cheese  for  local  customers 

1950s.  Jim  joined  company  at  18,  developed 

Leprino  Foods  into  worlds  largest  producer  of 

mozzarella  Estimated  sales:  $1.7  billion.  Nine 

US.  manufacturing  plants  process  1  million  to 


6  million  pounds  of  milk  each  day,  5%  of  nations 
milk  supply.  Biggest  customers:  Domino's,  Papa 
John's,  Pizza  Hut.  Company  also  sells  to  Nestle 
for  Hot  Pockets,  Stouffer's  microwave  pizzas.  Big 
GOP  contributor  not  limited  to  pies:  excess  whey 
sold  as  protein  concentrate  and  lactose  for  baby 
formula,  nutritional  supplements,  animal  feed 
Now  catering  to  health-conscious  parents; 
provides  Lite  Mozzarella  for  school  lunches. 

Peter  Buck 

$1.5  BILLION 

Subway.  Danbury,  Conn. 
75.  Widowed,  1  child 

Fred  DeLuca 

$1.5  BILLION 

Subway.  Fort  Lauderdale,  Fla. 
58.  Married,  1  child 

Former  scientist  Peter  Buck  fronted  family 


The  average 
number  of  divorces 
for  the  members  of 
The  Forbes  400: 


friend  DeLuca  $1,000  to  open  sandwich  shod 
to  help  pay  for  college  1965.  Shop  floundered 
DeLuca  opened  second  outlet  to  create  aura  oi 
success.  Created  healthy  buzz  with  infamoui[ 
Jared  commercials  claiming  formerly  obese  air' 
line  worker  lost  245  pounds  eating  only  Subway 
sandwiches.  Today  there  are  26,389  Subwaj 
shops  in  85  countries;  7,500  opened  in  past  yean 
This  summer  a  group  of  Subway  operators  sued 
DeLuca  over  control  of  ad  dollars;  suit  alleges 
he  uses  marketing  budget  to  drive  up  total  sale] 
at  expense  of  franchisee  profits. 

Robert  Rich  Jr.  cost 

$1.5  BILLION 

Nondairy  creamer.  Islamorada,  Fla. 
65.  Divorced,  remarried;  4  children 

Father,  Robert  Sr.,  founded  Rich  Products  aftei 
WWII  with  invention  of  world's  first  frozen  so)| 
whipped  topping.  Diversified  into  nondairy  cof- 
fee creamer,  frozen  breads,  cookies,  cakes.  Dac 
died  in  February.  Once-reluctant  heir,  Robert  Jr., 
inherited  60%  of  privately  held  company.  Became 
president  of  company  1978;  now  chairman.  Bufi 
falo,  N.Y.  company's  sales  topped  $2.4  billion  lasl 
year.  Latest  acquisitions:  World  Catch  (seafood)l 
KX  Logistics  (Chinese  food).  Sports  fanatic  tried; 
out  for  1964  U.S.  Olympic  hockey  team;  ownj 
Triple-A  Buffalo  Bisons.  Recently  penned  3 
books  on  fishing.  Found  muse  through  fishing 
obsession:  "I  had  writer's  block  for  50  years." 

Christopher  Goldsbury 

$1.4  BILLION 

Salsa.  San  Antonio,  Tex. 
63.  Divorced,  7  child 

Piquant-hot-sauce  owner  married  daughter  o| 
Pace  Salsa  founder  David  Pace.  Started  out  cutj 
ting  vegetables  in  production  line,  found  calling! 
in  sales  department  Became  president  1977;  wit!} 
wife,  bought  company  from  family.  Bought  heil 
half  for  $95  million  after  she  sued  for  divorce 
1991.  Sold  whole  enchilada  1996  to  Campbell 
Soup  for  $1.1  billion.  Now  runs  private  equity 
firm  Silver  Ventures;  stakes  in  Desert  Glor 
(tomatoes),  San  Antonio  Farms  (salsa),  Eccej 
Panis  (baked  goods). 

Ernest  Gallo  &  family 

$1.3  BILLION 

Wine.  Modesto,  Calif. 
97.  Widower,  2  children  (1  deceased) 

Parents  grew  grapes  for  home  winemakers 
during  Prohibition.  Father  killed  mother,  self, 
1933.  With  brother  Julio  (d.  1993),  founded 
E.  &  J.  Gallo  Winery  that  year  with  $5,000  air 
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instructions  from  Prohibition  pamphlets  they 
found  in  the  library.  Initially  sold  low-end 
wines  like  Night  Train,  Thunderbird;  built 
reputation  as  ruthless  negotiator.  Now  sells 
higher-end  vino.  Estimated  sales:  $3  billion. 
Recently  changed  company  name  to  Gallo 
Family  Vineyards;  15  second-  and  third- 
generation  family  members  run  the  business. 

S.  Truett  Cathy 

$1.2  BILLION 

Chick-fil-A.  Atlanta. 
85.  Married,  3  children 
Chicken  champion  celebrating  60th  year  in 
restaurant  business.  Opened  Dwarf  Grill  sand- 
wich shop  with  brother,  Ben,  1946.  Procured 
cheap  chicken:  used  pieces  discarded  by  Delta 
Airlines  because  diey  were  too  big  to  fit  on  meal 


tray.  First  customers  were  Ford  factory,  airport 
workers  with  round-the-clock  shifts.  Food- 
court  zealot  opened  first  Chick-fil-A  fast  food 
store  at  Greenbriar  Mall  in  Atianta  1967.  Sales 
up  every  year  since;  $2  billion  in  2006'.  Child  of 
Depression  remains  debt-shy:  "Let  the  customers 
dictate  how  fast  we  can  grow''  Devout  Baptist 
keeps  stores  closed  on  Sundays.  Auto  enthusi- 
ast owns  a  Batmobile  used  in  Batman  Returns. 

Howard  Schultz  oo 

$1.1  BILLION 

Starbucks.  Seattle. 
Married,  2  children 

The  King  of  Caffeine.  Son  of  blue-collar  parents 
raised  in  housing  projects  in  Brooklyn.  Studied, 
played  football  at  Northern  Michigan  U.  Moved 
back  to  New  York,  sold  pots  and  pans  for  Swedish 


housewaresmaker.  Landed  marketing  gig  at  sma 
coffee-bean  store  called  Starbucks.  Traveled  t< 
Italy,  became  obsessed  with  opening  espresso  bai 
Bosses  said  no.  Started  rival  store  1985;  madi 
his  java  with  Starbucks  beans.  Bought  compan' 
2  years  later  for  $3.8  million.  Tapped  late  1980 
health  craze;  created  skim-milk-based  drinks 
Took  public  1992.  Today  boasts  12,000  store 
worldwide;  opens  5  new  shops  a  day.  Expand 
ing  into  China;  operates  only  American  ston 
in  Beijing's  Forbidden  City.  Serves  40  millior 
customers  weekly.  Provides  health  benefits  tc 
employees  working  more  than  20  hours  a  week 
Sold  Seattie  Supersonics  to  Oklahoma  Cit] 
mogul  Clayton  Bennett  for  $353  million  in  July 
personally  netted  $90  million.  Cofounded  ven 
ture  fund  Maveron;  sits  on  DreamWorks  board 


Marvin  Herb 

$1.1  BILLION 
Soft-drink  bottling,  real  estate. 

Chicago. 

69.  Married,  2  children 

University  of  Toledo  M.B.A.  started  off  a^ 
Bronx  plant  manager  for  PepsiCo;  worked  way 
up  to  president  of  Pepsi-Cola  Bottling  of  Indi 
anapolis  1972.  Crossed  over  to  rival  Coca-Cola 
with  purchase  of  bottling  plants  in  Indianapo 
lis,  Chicago;  later  expanded  to  Rochester,  N.Y., 
Milwaukee.  Grew  network  into  nations  third- 
largest  Coke  bottler  before  selling  to  Coca-Colal 
Enterprises  for  $1.4  billion  in  cash  and  stock 
2001.  Still  owns  nearly  25  million  shares  worth 
$500  million;  used  cash  to  invest  in  Chicago- areai 
commercial  real  estate.  Recentiy  gave  $20  billioni 
to  Rush  University  Medical  Center  and  $15  bil 
lion  to  U  of  Toledo. 

Joyce  Raley  Teel 

$1.1  BILLION 

Supermarkets.  Sacramento,  Calif. 
75.  Married,  5  children 

Father,  Tom,  managed  Safeway  store  before 
opening  first  Raley's  grocery  in  Placerville,  Calif 
1935.  Revolutionized  grocery  industry  with 
drive-in  market,  prepackaged  meat,  in-store 
pharmacies,  natural-foods  section.  Joyce  worked 
in  store  as  teenager;  left  to  raise  children. 
Returned  1985.  Expanded:  bought  Bel  Air  Mar- 
kets, Nob  Hill  Foods.  Today  owns  138  stores 
in  northern  California,  Nevada,  New  Mexico. 
Estimated  sales:  $3.2  billion.  Became  sole 
owner  after  dad  died  1991,  handed  reins  to  non- 
family  chief  exec  in  2002  after  son,  Michael, 
abrupdy  left  top  spot.  Funds  cancer  research, 
Food  for  Families. 
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ETIREMENT  PLANNING  GUIDE  FOR  BABY  BOOMERS 

■IOW  TO  BE  A 
:OCUSED  INVESTOR 

EADY,  SET,  RETIRE! 

i  all  have  financial  goals  we  want  to  achieve.  Living  well  in  retirement  is  one  of  them.  More  than  in  any 
;vious  era,  retirement  today  holds  the  potential  to  be  a  period  of  true  golden  years.  With  the  average  65-year- 
I  expected  to  live  to  90,  there  certainly  is  a  lot  of  time  to  pursue  passions,  new  and  old.  By  developing  a  solid 
ancial  plan,  you  raise  your  chances  of  living  the  life  you  wish  in  retirement. 


TEPS  ON  THE  WAY  TO  RETIREMENT 


rr 


IREMENT  COUNTDOWN:  TEN  YEARS  OR  MORE  AWAY 

irement  may  seem  like  a  long  way  off,  but  laying  the  groundwork  now  gives  you  more  time  to  plan  intelligently. 
'  Have  a  retirement  investing  plan 

I  If  you  have  access  to  a  corporate  retirement  plan,  join  it.  Consider  investing  in  supplemental  tax- 
deferred  plans  as  well. 
'  Protect  growing  assets 

Look  to  ensure  that  your  family  and  loved  ones  are  provided  for.  Consider  life  insurance  and  list  bene- 
ficiaries for  all  your  accounts. 
■  Pay  attention  to  economic  trends 
No  one  should  ignore  economic  trends.  Start  paying  attention  to  economic  and  financial  news  to 
become  a  better-educated  investor  in  the  long  run. 

•TIREMENT  COUNTDOWN:  FIVE  TO  TEN  YEARS  TO  GO 


's  the  time  to  review  your  financial  outlook  and  estimate  what  lifestyle  and  income  changes  you  antici- 
e  will  come  with  retirement. 
Get  on  track 

Examine  the  type  of  retired  life  you  want  and  whether  you  have  the  resources.  Most  people  aim  to  have 
70%  to  90%  of  preretirement  annual  income.  If  you're  short,  consider  saving  more  in  tax-advantaged 
retirement  accounts  and  delaying  retirement  for  a  couple  of  years. 
Look  at  asset  allocation 

A  lot  can  happen  in  five  to  ten  years.  Reevaluate  your  risk  tolerance  and  adjust  your  portfolio  accordingly. 
Provide  for  loved  ones 

Review  beneficiaries  and  make  sure  your  assets  will  be  distributed  according  to  your  wishes.  Consider 
long-term  care  insurance  to  help  protect  your  nest  egg. 


FINANCIAL  SERVICES 
FOR  THE  GREATER  GOOD 


tiaa-cref.org/myretirement 


ADVERTISEMENT  2 


RETIREMENT  COUNTDOWN:  ONE  TO  FIVE  YEARS  TO  GO 

Now  is  the  time  to  seriously  prepare  for  your  golden  years. 

•  Estimate  expenses 

Take  a  hard  look  at  what  your  expenses  will  be,  ranging  from  spending  habits  to  mortgage  debt,  am 
how  much  of  it  you'll  still  need  to  carry  in  retirement. 

•  Identify  income  streams 

Determine  how  you  are  going  to  generate  income.  Will  you  be  selling  assets,  using  an  annuity  to  guar 
antee  steady  inflows,  or  something  else?  Learn  what  your  Social  Security  retirement  benefit  will  be  at 
see  where  you  stand. 

•  Reevaluate  risk 

Odds  are  you're  a  lot  less  tolerant  of  risk  than  you  used  to  be.  Review  and  rebalance  your  portfolio. 
Anodier  risk  is  unexpected  health  care  costs;  consider  buying  long-term  care  insurance  or  saving 
aggressively  for  those  potential  costs.  Some  employers  offer  health  savings  accounts,  wluch  let  you  pay 
for  certain  health  care  costs  with  pretax  dollars. 

RETIREMENT  COUNTDOWN:  ONE  YEAR  AWAY 

You're  almost  there:  Solidify  your  plans  and  start  putting  in  motion  some  of  what  you've  been  planning. 

•  Employer  actions 

There's  more  than  just  telling  your  employer  you're  retiring.  Check  with  your  payroll  department  to 
get  the  cash  value  of  unused  sick  leave  and  get  a  retiree  health  insurance  enrollment  form  from  your 
benefits  office. 

•  Look  again  at  asset  allocation 

If  you  will  have  significantly  less  income  than  expenses  (under  90%),  consider  guaranteed  asset 
classes  (like  fixed  annuities)  to  protect  the  assets  you  have. 

•  Do  your  estate  planning 

You  likely  have  done  some  already,  but  ensure  everything  is  up  to  date. 


RETIREMENT  COUNTDOWN:  RETIRING  NOW 

The  time  has  come,  and  an  exciting  new  phase  of  life  awaits.  Hopefully,  you've  planned  carefully,  but  it  car 
hurt  to  take  additional  steps. 

•  Eliminate  short-term  debt 
Even  if  it  doesn't  seem  burdensome,  eliminating  short-term  debt  greatly  improves  your  financial 
flexibility  once  your  employment  income  ends. 

•  Consider  tax  consequences 
How  you  take  your  retirement  income  can  trigger  different  tax  events.  Check  with  a  trusted  advisor  on  hoi 
to  proceed.  Two  guidelines  generally  apply:  Don't  take  it  too  soon  or  leave  it  too  long. 

•  Apply  to  Social  Security 

You've  paid  into  it  during  your  working  life,  and  now  there  are  benefits  to  collect.  Contact  the  Soc: 
Security  Administration  at  (800)  772-1213  or  go  to  www.ssa.gov. 


C36675:  TIAA-CREF  Individual  &  Institutional  Services,  LLC,  and  Teachers  Personal  Investors  Services,  Inc.,  distribi 
securities  products.  You  should  consider  the  investment  objectives,  risks,  charges  and  expenses  carefully  befot 
investing.  Please  call  800-223-1200  or  visit  www.tiaa-cref.org  for  a  prospectus  that  contains  this  and  othj 
information.  Please  read  the  prospectus  carefully  before  investing.  TIAA-CREF  or  its  affiliates  do  not  provide  tl 

advice.  Please  consult  your  tax  advisor.  Teachers  Insurance  and  Annuity  Association  (T1AA),  New  York,  NY,  andluj 

CREF  Life  Insurance  Co.,  New  York,  NY,  issue  insurance  and  annuities. 


tiaacref.org/myretirement 
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reti  reivi  ent 
spending  plan 

IS  AS  IMPORTANT  AS 

A  RETIREMENT  SAVING  PLAN. 


Which  is  why  it's  imperative  to  have  a  financial  partner  committed 
to  helping  you  achieve  both,  especially  as  you  near  retirement  and 
your  needs  evolve. 

We're  TIAA-CREF.  We  work  closely  with  you  by  offering  a  full  range 
of  products  and  services  to  help  you  manage  the  complexity  of 
living  in  retirement.  From  asset  management  to  estate  planning  to 
trust  services,  our  expertise  allows  you  to  spend  your  retirement  the 
way  you  want. 

And  through  personalized  advice  from  our  non-commissioned 
consultants,  who  are  rewarded  on  how  well  they  serve  you  not  on 
what  they  sell  you,  you're  sure  to  receive  objective  expertise 
on  the  income  choices,  distribution  options  and  protection  strategies 
that  best  fit  your  life. 
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Charles  Koch 

$12  BILLION 

Oil,  commodities.  Wichita,  Kans. 
70.  Married,  2  children 

David  Koch 

$12  BILLION 

Oil,  commodities.  New  York  City. 
66.  Married,  3  children 
Two  sons  of  Koch  Industries  founder  Fred  C. 
Koch  (d.  1967),  MIT  grad  who  invented 
method  of  refining  gasoline  from  heavy  oil. 
Dad  took  technology  to  Soviet  Union,  became 
disillusioned  with  Stalin;  eventually  returned 
to  U.S.  Sons  Frederick,  Charles,  David  and 
William  inherited  Koch  Industries  after 
father's  death.  Charles  became  chairman, 
expanded  into  chemicals,  pipelines,  asphalt, 
ranching,  commodities  trading.  Added  lum- 
ber, paper  with  $21  billion  purchase  of  Geor- 
gia-Pacific last  November;  now  nations  largest 
privately  held  company.  Sales:  $90  billion.  Duo 
bought  out  brothers  William  and  Frederick  for 
$1.1  billion  in  1983;  long-running  fraternal 
feud  over  deal  settled  2001.  Charles  a  founder 
of  conservative  think  tank  Cato  Institute. 


George  B.  Kaiser 

$8.5  BILLION 

Oil  and  gas,  banking,  private  equity. 

Tulsa,  Okla. 

64.  Widowed,  remarried;  3  children 

Family  fled  Nazi  Germany  1938,  settled  in  Tulsa 
Parents  developed  flourishing  oil  drilling  busi- 
ness. Took  over  1969;  expanded  into  real  estate, 
banking,  derivatives.  Today  Kaiser- Francis 
grosses  $  1 .4  million  a  day  in  natural  gas  revenues. 
Also  runs  liquefied  natural  gas  outfit  Excelerate; 
has  invested  more  than  $1  billion  in  LNG  ships 
and  terminals  over  past  few  years.  Owns  45  mil- 
lion shares  of  banking-centric  BOK  Financial 
worth  $2.4  billion.  Fights  childhood  poverty 
through  George  Kaiser  Family  Foundation. 
Splits  time,  with  new  wife,  Myra,  between  Tulsa 
and  San  Francisco. 

Dan  L.  Duncan 

$7.5  BILLION 
Energy.  Houston. 

73.  Widowed,  remarried;  4  children 

Cofounder,  chairman  of  energy  services  jug- 
gernaut Enterprise  Products  Partners: 
pipelines,  crude  oil,  natural  gas  liquids.  Grew 
up  in  rural  Texas;  mother,  brother  died  when 
he  was  7.  Raised  by  grandmother  and  her 
preaching:  "Do  the  best  you  can  every  day." 
Stint  in  Army  after  high  school,  then  studied 
at  Massey  Business  College  and  South  Texas 
College.  Took  entry-level  job  at  Wanda  Petro- 
leum. Started  Enterprise  Products  with  2 
trucks  1968;  took  public  3  decades  later. 
Today  Enterprise  Products  owns  34,000  miles 
of  pipe;  stores  175  million  barrels  of  gas.  Avid 
hunter  has  caught  360  species  on  6  continents. 
Prostate  cancer  survivor;  donated  $100  mil- 
lion to  Baylor  College  of  Medicine. 

Leonard  Blavatnik 

$7  BILLION 

Access  Industries.  New  York  City. 
49.  Married 

Raised  in  Russia,  immigrated  to  U.S.  with  fam- 
ily 1978.  Harvard  Business  School.  Founded  in- 
dustrial holding  company  Access  Industries  in 
1986.  Partnered  with  former  school  friend,  now 
billionaire,  Viktor  Vekselberg  and  later  Mikhail 
Fridman.  Trio  made  first  fortune  merging 
Tyumen  Oil  Company  and  British  Petroleum; 
became  Russias  second-largest  oil  company.  Re- 
invested in  chemicals  (including  $5.7  billion 
Basell  deal),  real  estate,  telecom,  Russian  met- 
als. Expecting  value  of  stake  in  Siberian -Urals 
Aluminum  (SUAL)  to  soar  soon;  merger  with 


Rusal,  Russias  largest  aluminum  producer, 
expected  to  close  sometime  this  fall. 

Robert  Muse  Bass 

$5.5  BILLION 

Oil,  investments.  Fort  Worth,  Tex. 
58.  Married,  2  children 

Third  son  of  Texas  wildcatter  Perry  Bass  (d  2006) 
studied  at  Yale,  Stanford  Business  School.  Struck 
out  on  own  after  Dad  passed  family  oil  business 
to  brother  Sid  (see).  Became  active  investor.  Today 
his  Oak  Hill  Partnerships  manages  $20  billion, 
up  65%  since  2005.  Early  investments  included 
the  St.  Petersburg  Times,  Continental  Broadcast- 
ing. Sold  New  York's  Plaza  Hotel  to  Donald 
Trump  (see)  for  big  profit  1994.  Led  $700  mil- 
lion leveraged  buyout  of  Duane  Reade  drugstore 
chain  2003.  Also  owns  stake  in  private  jetmakei 
Aerion;  company  developing  supersonic  busi- 
ness planes. 

Robert  Rowling 

$5.2  BILLION 

Oil  and  gas,  hotels.  Dallas. 
53.  Married,  2  children 

Corporate  lawyer  joined  fathers  Tana  Oil  &  Ga: 
1980;  merged  production  properties  with  Tex 
aco  1989  for  $476  million  stock  and  cash.  Sole 
Gulf  of  Mexico  operations  to  Unocal  for  $11( 
million  1999.  Diversifying  ever  since:  Omni  ho 
tels,  Gold's  Gym,  Mexican  dollar-store  chaii 
Waldo's.  Still  invested  in  oil;  Tana  aggressiveh 
drilling  wells  in  Gulf  of  Mexico.  Hurrican 
Katrina  briefly  shut  down  Gulf  pipelines,  but  onl' 
one  well  permanently  damaged. 

Robert  Earl  Holding 

$4.2  BILLION 

Energy,  resorts.  Sun  Valley,  Idaho. 
79.  Married,  3  children 

Son  of  Mormon  apartment  managers  studied ; 
U  of  Utah.  Operated  a  Wyoming  hotel/gas  sta 
tion  complex  before  buying  10%  share  in  th 
business.  Added  refining  as  company  expande* 
to  Utah,  Arizona;  bought  Sinclair  Oil  1976.  Noi 
owns  3  refineries  and  more  than  1,000  miles  c 
pipeline  worth  more  than  $2  billion.  Sold  Bai 
nett  Shale  exploration  acreage  to  gas  drilk 
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ONNECT  WITH  MEDIA 
OGULS  AND  A-PLAYERS. 

(ENTOURAGE  NOT  REQUIRED.) 

MEET  2006: 

EAPING  RICHES  IN  THE  MEDIA  AND  ENTERTAINMENT  REVOLUTION 

This  October  join  Forbes  editors,  media  moguls  and  influential  leaders 
in  business,  technology  and  entertainment  to  explore  experiential 
changes  in  TV,  radio,  film,  music,  video  games,  politics  and  more. 

Don't  miss  this  opportunity  to  get  the  inside  scoop  from  those  who  know 
about  media  and  technologies  that  promise  to  change  our  world. 


October  24-25,2006 
The  Beverly  Hills  Hotel  |  Beverly  Hills,  CA 


FEATURED  SPEAKERS  INCLUDE: 


%#  %#  u 


AD  HURLEY 


DANIEL  ROSENSWEIG 
ief  Operating  O 
Yahoo! 


j  «i  a  y»  v 
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Chesapeake  Energy  for  $300  million  in  the 
UJ   spring.  Also  resorts:  his  $300  million  Sun  Val- 

ley  Ranch  ski  resort  hosts  Herb  Allen's  (see) 
"S^  media  mogul  conference  each  year. 

0£  Ray  Lee  Hunt 

r\      $3.5  BILLION 

Oil,  real  estate.  Dallas. 
63.  Married,  5  children 
0^  Oldest  child  of  Texas  wildcatter  H.L.  Hunt 
L.  (d.  1974),  whose  oil  empire  sprang  from  poker 
winnings.  Inherited  Hunt  Oil  with  3  sisters;  Ray 
continued  to  mine  black  gold  while  siblings  lost 
big  in  silver  market  Made  a  fortune  with  oil  deals 
in  Yemen,  natural  gas  in  Peru.  Today  holdings 
include  oilfields  in  U.S.,  Canada,  Senegal,  Oman. 
Leased  new  acreage  in  the  Gulf  for  $1 1  million 
in  June.  Also  real  estate:  developing  luxury  ho- 
tels, office  parks  in  California  and  the  Southwest 
Sits  on  Halliburton  board 

Lee  Bass 

$3  BILLION 

Oil,  investments.  Fort  Worth,  Tex. 
50.  Married 

Sid  Bass 

$3  BILLION 

Oil,  investments.  Fort  Worth,  Tex. 
63.  Divorced,  remarried;  2  children 

Edward  Bass 

$2.5  BILLION 

Oil,  investments.  Fort  Worth,  Tex. 

61.  Married,  1  child 

Brothers.  Father,  Perry  (d  2006),  inherited  fam- 
ily fortune  created  by  oil  baron  uncle  Sid 
Richardson  1959.  Passed  on  to  eldest  son,  Sid, 
1968;  other  brother  Robert  (see)  split  that  same 
year.  Siblings  diversified  oil  and  gas  portfolio  with 
stakes  in  Disney  (entertainment),  John  Wiley  & 
Sons  (publishing)  and  Human  Genome  Sciences 
(pharmaceuticals).  Oil  business  flourishing  this 
year:  discovered  800  million  barrels  of  reserves 
off  coast  of  Nova  Scotia;  sold  off  pipeline  and 
refining  divisions  of  Sid  Richardson  Energy  Ser- 
vices to  Southern  Union  for  $1.6  billion.  Sid  runs 
family  investments,  Lee  avid  outdoorsman.  Ed 
develops  real  estate. 

Richard  Kinder 

$2.8  BILLION 
Pipelines.  Houston. 

62.  Divorced,  remarried;  1  child 
Former  Enron  president  wisely  left  firm  1996, 
uncomfortable  with  "asset -l%hr"  strategy.  Bought 


small  pipeline  business  from  Enron  with  college 
classmate  William  Morgan.  In  2004  spent  $150 
million  on  pipelines  and  terminals  from  Conoco - 
Phillips,  ExxonMobil,  Royal  Dutch  Shell.  Last 
year  bought  Canadian  company  Terasen  for 
$5.6  billion.  Today  Kinder  Morgan  operates  more 
than  43,000  miles  of  pipeline  and  more  than  1 50 
terminals.  Wants  more:  with  management  and 
investors,  announced  $22  billion  buyout  of 
company  in  May.  Poster  boy  for  "proper"  exec- 
utive compensation  pays  himself  $1  a  year  and 
flies  coach  on  company  time;  earned  $85  mil- 
lion in  dividends  last  year.  Avid  fly  fisherman. 

T.  Boone  Pickens 

$2.7  BILLION 

Oil  and  gas,  investments.  Dallas. 
78.  Thrice  divorced,  remarried;  5  children 
Oklahoma  native  riding  high  on  rising  price  of 
oil:  personally  netted  more  than  $1  billion  in  2005 
on  big  gains  in  oil  and  gas.  Legendary  raider  pre- 
dicting $4  gasoline  in  near  future.  Studied  geol- 
ogy at  Oklahoma  State;  graduated  1951.  Worked 
for  Phillips  Petroleum  for  3  years  before  strik- 
ing out  on  own.  Founded  Mesa  Petroleum  1956 
with  $2,500.  Produced  plenty  of  oil  and  gas,  lots 


of  debt.  Sold  to  Richard  Rainwater  (see),  then 
made  name  with  hostile  takeovers  of  Gulf, 
Phillips,  Unocal.  These  days  runs  investment  firm 
BP  Capital:  bets  on  crude  oil,  natural  gas, 
Canadian  tar  sands.  Also  trying  to  capitalize  on 
lucrative  water  rights  in  Texas  panhandle. 
Staple  on  Republican  giving  circuit;  horse  lover. 
Recendy  donated  $165  million  to  alma  maters 
athletics  program;  offered  to  invest  the  gift  for| 
free.  Sum  grew  32%  in  first  half  of  year. 

David  Rockefeller  Sr. 

$2.6  BILLION 

Standard  Oil,  banking.  New  York  City. 
97.  Widowed,  6  children 

Grandson  of  visionary  oil  baron  John  D.  Rocke- 
feller now  working  to  give  away  his  fortune.  Inl 
June  pledged  living  endowment  to  Rockefeller  I 
University:  $100  million  after  death  and  5%  oil 
earnings  on  gift  annually  while  alive.  Chief  con- 
cerns: education,  genetics  research.  Grandfather! 
turned  $4,000  in  oil  refining  into  Standard  Oil 
oil  and  gas  giant  that  fueled  American  indus-l 
trial  revolution.  Company  broken  up  in  land- 
mark antitrust  case  1911.  Fatber  invested  in  real 
estate.  David:  banker,  diplomat,  philanthropist; 
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Forbes 


Beijing  to  Hong  Kong 
April  6-20,  2007 


Nagasaki,  japan 


Beijing  •  Shanghai  •  Nagasaki  •  Osaka  •  Hong  Kong 


Experience  the  Countless 
Sights  of  the  Exotic  and 
Enchanting  Far  East. 

Discover  the  Mysteries  of 
Asia  While  Combining  Luxury 
Cruising  and  Outstanding 
Financial  Insights  &  Advice 


Cabins  start  as  low  as  $10,690  per  couple! 
j  receive  a  full-color  conference  brochure  and  to 
reserve  your  cabin,  call  800/530-0770  or  visit 

www.lnvestmentCruise.com  oo6485 


Steve  Forbes  Rich  Karlgaard 


john  Dessauer  Ken  Fisher 

and  many  more,. 


Crystal  Symphony 


Over  Expectations    Over  Value 


A  national-level  development  zone  enjoying  special  benefits 
beyond  any  provincial  or  municipal  development  zone, 
Hangzhou  Economic  and  Technological  Development  Area  (HEOA) 

Legislative  area  :  104.7  km2 

Foreign  companies:By  the  end  of  2005,  a  total  of  436  foreign  companies  had  established  in  HEDA. 
Overall  project  investment  :  US$  6.9  billion 

Main  Industries:  IT,  BT,  home  electrical  appliances,  automotive  components  and  special  vehicles,  light  industry  and  food. 
HEDA  offers  high-quality  human  resources,  with  2 1  schools,  including  14  universities,  and  120,000  students. 
The  Zhejiang  Hangzhou  Export  Processing  Zone  with  special  import  and  export  tax-refund  policies  is  located  in  HEDA. 
HEDA  pays  more  attention  to  the  natural  environment  and  is  certificated  by  ISO  1 400 1 


What  if 
Europe 
really  does 

REVOLVE 

around  the 
French? 

For  Fred  Smith, 
CEO  of  FedEx  Corp., 
France  is  one  place 
that  really  delivers 
the  goods. 


PETRO  PRINCES 


19.  CHARLES  KOCH 


Pom  L.  Ward 

51.6  BILLION 

Dil  and  gas.  Edmond,  Okla. 
17.  Married,  3  children 

-ormer  rivals  founded  natural  gas  outfit 
Chesapeake  Energy  1989.  Today  company  one 
of  largest  gas  drillers  in  U.S.  McClendon:  grad- 
uated from  Duke  1981.  Part  of  investor  group 
hat  bought  pro  basketball's  Seattle  Super- 
Sonics  from  Starbucks  honcho  Howard 
>chultz  (see)  in  July.  Republican  backed  Swift 
Soat  veterans  campaign  against  John  Kerry 
1004.  Ward:  left  Chesapeake  in  February  last 

0  take  over  small  Texas  oil  and  gas  operation 
liata  Energy;  aggressively  buying  up,  drilling 
latural  gas  wells.  Personally  invested  $500 
nillion,  plans  to  take  public  soon. 

Marc  Rich 

51.5  BILLION 

Zommodities.  Meggen,  Switzerland. 
77.  Twice  divorced,  2  children 

1  deceased) 

Pincus  Green 

51.2  BILLION 

Zommodities.  Meggen,  Switzerland. 
ft.  Married,  4  children 

Commodities  traders  fled  to  Europe  1983  after 
>eing  indicted  for  manipulating  U.S.  oil  system, 
rading  with  Iran  during  hostage  crisis,  evading 
axes.  Resided  in  Switzerland  ever  since.  Belgian- 
X)rn  Rich  came  to  U.S.  with  family  1941; 
Iropped  out  of  NYU,  took  job  in  mail  room  of 
'hillip  Brothers.  Met  Green;  duo  built  Phibro 


into  then  worlds  largest  commodities  firm.  Cre- 
ated spot  oil  market  1968,  founded  Marc  Rich 
&  Co.  1973.  Became  fugitives;  pardoned  by  Pres- 
ident Clinton.  Green:  retired  after  heart  surgery 
1992.  Rich:  sold  out  1994.  Now  investing  in  east- 
ern Europe;  with  partners,  building  a  $300  mil- 
lion business  center  in  Novosibirsk,  Russia  Holds 
Spanish,  Israeli  passports. 

Jon  M.  Huntsman 

$1.5  BILLION 

Chemicals.  Salt  Lake  City. 
69.  Married,  9  children 

Chemical  maker  returns  to  The  Forbes  400  but 
says  he's  still  committed  to  last  fall's  promise  to 
give  away  entire  fortune  after  finds  buyer  for 
Huntsman  Corp.  Wharton  grad  making  plastic 
egg  cartons  in  1960s  before  buying  a  styrene  plant 
1970.  Turned  Huntsman  into  nations  largest 
private  chemical  company  with  huge  acquisition 
spree.  Rising  oil  prices  put  big  squeeze  on  prof- 
its; forced  to  give  up  49%  of  firm  to  settle  debts 
with  creditors.  Turned  company  around.  Took 
public  2004;  personally  netted  $275  million.  Used 
some  of  the  proceeds  to  purchase  more  land  in 
Idaho;  now  has  7,500  acres.  Gave  more  than  $100 
million  of  remainder  to  charity.  Committed 
philanthropist  funds  cancer  research  with 
Huntsman  Cancer  Institute  and  Hospital. 

Marguerite  Harbert 

$1.5  BILLION 
Inheritance.  Birmingham,  Ala. 
83.  Widowed,  3  children 

High-risk  investor  husband,  John  Murdoch  Har- 
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bert  III  (d.  1995),  turned  $6,000  winnings  from 
craps  table  into  myriad  construction  ventures: 
airports,  power  plants,  Mideast  water  supply 
systems,  South  American  pipelines.  Bought  coal 
reserves  in  eastern  Kentucky,  Tennessee  late 
1960s;  traded  for  stock  in  Amoco  during  energy 
crisis  a  decade  later.  Today  son  Raymond 
manages  family  fortune. 

Trevor  Rees-Jones  ao 

$1.5  BILLION 

Oil  and  natural  gas.  Dallas. 

55 .  Married,  2  children 

Studied  at  Dartmouth,  then  law  degree  from 
Southern  Methodist  U  1978.  Practiced  bank- 
ruptcy law  in  Dallas,  left  to  invest  in  oil  and  gas 
operations  1984.  Started  Chief  Oil  &  Gas  1994; 
sold  company  to  Devon  Energy  and  Crosstex 
Energy  for  $2.5  billion  cash  in  June.  Now  heads 
Chief  Operating;  company  has  drilling  program 
on  20,000  acres  leased  from  Ross  Perots  (see) 
Hillwood  Development. 

Tracy  W.  Krohn 

$1.4  BILLION 

W&T  Offshore.  Houston. 

52.  Married,  2  children 

Started  in  oil  patch  working  offshore.  Studied 
petroleum  engineering  at  Louisiana  State; 


graduated  1978,  began  career  Mobil  Oil.  Cre- 
ated W&T  Offshore  with  $12,000— his  entire 
life  savings — 1983.  Took  public  last  year; 
doubled  company's  size  in  January  with  $1.3 
billion  purchase  of  Kerr-McGee's  gulf  assets. 
Stock  now  in  a  slump.  Considering  expand- 
ing along  coasts,  overseas.  Chartered  757  jet 
to  rescue  employees  and  their  families  follow- 
ing Hurricane  Katrina.  Owns  race  car  team, 
Krohn  Racing. 

William  Koch 

$1.3  BILLION 
Oxbow  Corp.  Palm  Beach,  Fla. 
66.  Twice  divorced,  remarried; 
5  children,  1  stepchild 
Inherited  shares  of  Koch  Industries  from  fa- 
ther, Fred  Koch  (d.  1967).  With  brother  Fred, 
sold  stake  to  other  brothers  Charles  and  David 
(see  both)  for  $1.3  billion  1983.  Long  feud:  Bill 
and  Fred  claimed  they  were  shortchanged. 
Settled  in  2001.  Reinvested  proceeds  in  Oxbow 
holding  company:  petroleum  coke,  coal, 
natural  gas.  Sales:  $1.5  billion.  Avid  sailor 
organizing  fight  against  proposed  wind  farm 
in  Nantucket  Sound.  Also  recently  filed  law- 
suit claiming  wine  expert  conned  him  into 
buying  bottles  purportedly  owned  by  Thomas 
Jefferson  for  $500,000  in  1987. 


Anne  Windfohr  Marion 

$1.3  BILLION 

Inheritance,  oil.  Fort  Worth,  Tex. 

67.  Thrice  divorced,  remarried;  7  child 

Legend  has  it  Anne's  great-grandfather  won 
Texas'  famed  6666  Ranch  in  poker  game.  Truth 
isn't  as  sexy:  bought  100  head  of 6666-brand  cat- 
de  1867.  Struck  oil  1921.  Anne  inherited  land 
royalties,  working  interest  in  family's  Burnett  OiL 
Avid  art  collector  founded  museum  dedicated 
to  artist  Georgia  O'Keeffe;  museum  holds  1,149 
O'Keeffe  paintings,  drawings,  sculptures. 

Timothy  Headington 

$1.1  BILLION 

Oil,  investments.  Dallas. 
56.  Single 

Geologist  father  and  uncle  ran  modest  oi 
drilling  firm  until  late  1970s.  Headington  stud 
ied,  played  tennis  at  U  of  Oklahoma;  took  ovei 
operation  following  fathers  death.  Today  Head 
ington  Oil  produces  6.7  million  barrels  of  oil  anc 
natural  gas  equivalent  a  year;  employs  1 2  drilling 
rigs  across  Texas,  Montana  and  North  Dakota 
Drilling  expected  to  double  over  next  year. 

William  Moncrief  Jr. 

$1  BILLION 
Oil.  Fort  Worth,  Tex. 
86.  Twice  divorced,  remarried; 
4  children,  1  stepchild 

Son  of  famed  wildcatter  W.  A.  (Monty)  Mon 
crief  Sr.  Graduated  Culver  Military  Academ 
1937,  studied  petroleum  engineering  at  Uni 
versity  of  Texas.  Then  stint  in  Navy  in  WWII 
Went  into  business  with  father,  becam 
50-50  partners.  Dad:  quit  Marlin  Oil  1927,  du 
dry  holes  for  4  years.  Then  first  find:  northern 
most  extension  of  east  Texas  field.  Junior  be 
came  operations  man.  Acquired  one-third  c 
giant  natural  gas  field  Madden  Deep  i 
Wyoming  1972;  last  year  field  grossed  at  lea; 
$2  million  a  day. 

Jeffery  D.  Hildebrand  cm 

$1  BILLION 

Oil  and  natural  gas.  Houston. 
47.  Married,  3  children 

Former  Exxon  geologist  founded  Hilcorp  Er 
ergy  with  partner  Thomas  Hook  1989;  bougl 
former  Goldman  Sachs  banker  out  in  2003  fc 
$500  million.  Produced  2.9  million  barrels  of  c 
last  year;  net  profits  exceeded  $90  million.  Owr 
9.2  million  barrels  of  proven  Gulf  Coast  reserve 
3.4  million  in  South  Louisiana  Gives  to  Hou 
ton  Zoo,  Contemporary  Arts  Museum. 
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Fred  Smith  says  France 
is  central  to  the  FedEx 
European  strategy. 


In  1999  you  opened  your  European  hub  in  France. 
How  come? 

As  our  global  network  expanded,  we  needed  a  European  hub 
to  support  and  serve  our  growing  international  customer  base. 
Paris,  located  in  the  heart  of  Europe,  had  a  lot  to  offer.  Being 
less  than  a  couple  of  hours  from  most  of  Europe's  major 
finance,  business  and  manufacturing  centers  made  it  a  perfect  fit. 

France  may  be  well  located,  but  what's  it  like 
as  a  place  to  do  business? 

As  good  as  it  gets.  Europe's  history  of  innovation,  manufacturing 
excellence  and  design  make  it  a  vital  engine  for  the  global 
economy.  France's  central  position  in  Europe  puts  it  at  the  very 
heart  of  that  economic  story. 

Give  us  a  French  success  story  that  proves 
your  point. 

The  new  Airbus  A380  is  the  latest  wonder  of  flight.  The  engines, 
wings  and  fuselage  come  from  Germany,  the  UK,  Belgium  and 
Spain  -  all  brought  together  for  final  assembly  in  Toulouse.  French 
manufacturers  have  provided  numerous  components,  as  well  as 
the  engineering  know-how  to  bring  this  project  to  completion. 
I'm  proud  to  say  that  FedEx  is  going  to  be  the  first  all-cargo  carrier 
to  receive  the  freighter  version,  the  Airbus  A380F. 


FedEx  Express  in  France 

•  2,500  employees 

•  FedEx  hub  at  Roissy  CDG  is 
the  world's  largest  outside  the  US, 
serving  more  than  220  countries 
and  territories 

•  In  early  2009,  FedEx  Express 

w  ill  be  the  world's  first  airline  to 
deploy  the  Airbus  A380F,  in  which 
FedEx  was  developing  partner 


A  US  company 
flying  French- 
built  planes? 
French-built  planes 
have  been  part  of 
the  FedEx  story 
since  day  one. 
France  and  French 
innovation  have 
marked  the  whole 
history  of  aviation. 
The  Montgolfier 
brothers,  Louis 
Bleriot,  Charles 
Lindburgh's  first 
transatlantic  flight 
touching  down  on 
French  soil,  and  the 
Franco-British  collaboration  to  create  Concorde  -  the  world's  only 
commercial  supersonic  plane...  They're  all  milestones  in  the 
story  of  flight. 

We  know  the  French  are  good  at  innovation. 
What  about  hard  work? 

At  FedEx,  we  set  a  high  bar  for  our  service  levels.  Our  French 
employees  have  always  met  that  challenge. 

France  is  often  portrayed  as  a  nation  of  individualists. 
Fair  comment? 

Skilful  individuals  are  important,  but  their  efforts  don't  make 
an  impression  unless  you  have  a  strong  team  ethic  backing 


"We've  benefited 
from  an  unbeatable 
location  and  one  of 
the  most  dedicated 
workforces  anywhere 
in  the  world.  It's 
a  win-win  situation/7 


them  up.  Look  at  the  successes  of  French  soccer  and  rugby  teams 
over  the  past  decades.  The  French  understand  that  a  collective 
effort  delivers  greater  results  than  the  sum  of  the  parts. 

How  would  you  sum  up  your  experience 
in  France? 

We've  benefited  from  an  unbeatable  location  and  one  of  the 
most  dedicated  workforces  anywhere  in  the  world.  Local 
people  have  had  the  opportunity  to  work  with  one  of  the 
world's  most  exciting  industries.  It's  a  win-win  situation. 


Now  is  the  time  to  invest  in  France. 
To  find  out  how  the  Invest  in  France  Agency 
has  helped  some  of  the  world's  leading 
companies  and  what  it  can  do  for  you, 
visit  www.thenewfrance.com 


T 


he  new  France.  Where  t 
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Americans  rarely  lose  their  lust  for  shopping.  These  titans  got 
rich  peddling  everything  from  T  shirts  to  two-by-fours. 


. BERNAR 


Photograph  by 
David  Stuart  for  Forbes 


Helen  R.  Walton 

$15.3  BILLION 
Wal-Mart.  Bentonville,  Ark. 
86.  Widowed,  4  children 

Widow  of  Sam  Walton  (d.  1992),  J.C.  Penney 
clerk  who  opened  up  chain  of  general  stores  in 
Rogers,  Ark.  1962.  Today  Wal-Mart  is  the 
worlds  largest  retailer  with  6,500  stores  in  15 
countries;  1.8  million  employees  serve  more  than 
176  million  customers  each  week.  Sales:  $315  bil- 
lion. Stock  down  10%  since  beginning  of  2005; 
Wall  Street  unimpressed  by  earnings.  Family  con- 
trols 40%  of  Wal-Mart.  Helen  studied  at  U  of 
Oklahoma,  married  Sam  1943.  Started  the 
Walton  Family  Foundation. 

John  Menard 

$5.2  BILLION 

Home  improvement  stores. 

Eau  Claire,  Wis. 

66.  Twice  divorced,  6  children 

Opened  first  hardware  store  1972  after  building 
barns  to  pay  college  tuition.  Expanded,  under- 
cut competition  pennies  at  a  time.  Today  Mid- 
west's Menards  rivals  Home  Depot,  Lowe's,  with 
210  stores,  35,000  employees.  Sales:  $6.5  billion. 
Paid  $216  million  in  taxes  in  2002;  IRS  asked 
for  $13.3  million  more.  Road  warrior  has  spon- 
sored Team  Menard  in  the  Indy  500  for  decades; 
took  home  checkered  flag  in  1996  and  2000. 

Richard  Schulze 

$3.6  BILLION 

Best  Buy.  Edina,  Minn. 

65.  Widowed,  remarried;  10  children 

Sold  electronics  for  fathers  distribution  company 

before  opening  car  stereo  store  1966.  Lured  older 

customers  with  appliances,  VCRs;  took  public 

as  Best  Buy  1985.  Pioneered  big-box-store  con- 


cept: stacked  inventory  on  sales  floor,  let  cus- 
tomers tinker  with  merchandise.  Today  $31  bil- 
lion in  sales,  more  than  940  locations.  Moving 
into  Asia:  agreed  to  buy  stake  in  China's  Jiangsu 
Five  Star  Appliance  in  May  for  $180  million.  Do- 
nated $50  million  to  U  of  St.  Thomas. 

Bernard  Marcus 

$1.9  BILLION 

Home  Depot.  Atlanta. 

77.  Divorced,  remarried;  3  children 

Cofounded  do-it-yourself  home  improve- 
ment giant  Home  Depot  with  partner,  Arthur 
Blank  (see),  in  1978  after  being  fired  from 
now-defunct  Handy  Dan  Home  Improvement 
Center.  Took  public  3  years  later.  Revolution- 
ized hardware  store  concept  with  inventory 
stacked  to  ceilings;  caters  to  both  professional 
contractors  and  regular  Joes.  Via  Marcus 
Foundation,  funded  $250  million  aquarium  in 
hometown  Atlanta. 

Michael  Krasny 

$1.6  BILLION 

CDW  Corp.  Highland  Park,  III. 

53.  Married,  7  child 

Son  of  used-car  salesman  quit  job  to  sell 
used  computers  after  placing  $3  ad  in 
Chicago  Tribune  to  sell  old  PC.  Reaped 
$300  profit  on  second  sale.  Saw  potential  in 
discount  computer  sales,  started  Computer 
Discount  Warehouse  1984.  Skilled  negotia- 
tor brought  used-car  skills  to  computer 
industry;  offered  salespeople  high  incen- 
tives. Today  CDW  sells  $6  billion  of  com- 
puter gear,  mostly  to  businesses,  govern- 
ment. Spends  time  managing  personal 
portfolio  that  consists  mostly  of  low-risk 
stocks  and  bonds. 


David  Green 

$1.5  BILLION 

Hobby  Lobby.  Oklahoma  City. 

64.  Married,  3  children 

Arts-and-crafts  aficionado  opened  first  store  in 
Oklahoma  City  selling  handmade  wooden  pic- 
ture frames  with  $600  loan  1970.  Today  Hobby 
Lobby  operates  378  stores;  recent  expansion  into 
Arizona,  Utah.  Sales:  $1.6  billion.  Devout  Chris- 
tian spreads  The  Word  with  full-page  newspa- 
per ads.  Unconcerned  about  backlash:  "The 
greater  concern  of  ours  is  to  say  what  we  believe." 

John  Fisher 

$1.3  BILLION 
Gap.  San  Francisco. 
45.  Married,  4  children 

Robert  Fisher 

$1.2  BILLION 
Gap.  San  Francisco. 
53.  Married,  3  children 

William  Fisher 

$1.2  BILLION 

Gap.  San  Francisco. 
49.  Married,  3  children 

Parents  Donald  and  Doris  developed  real  estate 
then  founded  music-and-jeans  store  the  Gap  in 
San  Francisco  1969.  Public  1976;  expanded  with 
Banana  Republic  (1983),  Old  Navy  ( 1994),  Forth 
&  Towne  (2005).  Sales:  $16  billion.  Now  3,000 
stores  worldwide.  Parents  handed  control  of 
company — and  nearly  half  of  their  stock — to  sec 
ond  generation  2004.  Shares  flat  since.  Robert 
serves  as  chairman;  William  ran  company's  in- 
ternational stores  until  1998;  John  co-owner  ot 
pro  baseball's  Oakland  As. 
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ALL-WEATHER  PERFORMANCE 


Mutual  Shares  Fund— A  History  of  Strong  Performance  with  Lower  Volatility 


I  Mutual  Series  fund  managers  don't  try  to  forecast 

MUTUAL 

series     the  market.  Their  disciplined,  deep-value  approach 

FUNDS 

wMmSfflSS  to  investing  focuses  on  finding  out-of-favor 
investments  with  significant  upside  potential  and  reduced 
downside  risk.  The  result— historically  solid  long-term  performance 
and  lower  relative  volatility  across  market  cycles. 

Uncovering  opportunities  that  the  market  has  overlooked 
requires  a  unique  perspective.  At  Mutual  Series,  that  comes 
from  over  50  years  of  searching  for  hidden  values  in  all  types 
of  markets.  For  details  on  how  this  perspective  may  benefit 
your  portfolio,  see  your  financial  advisor,  call  1-800-FRANKLIN 
or  visit  franklintempleton.com/mutualseries. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  FROM  OUR  PE RSPECTI VE® > 


MUTUAL  SHARES  FUND 

As  of  6/30/06 


Strong  Performance 

Average  Annual 
Total  Returns-Class  A* 


Lower  Volatility 

Betan 


Before  investing  in  Mutual  Shares  Fund,  you  should  carefully  consider  the  fund's  investment 
goals,  risks,  charges  and  expenses.  You'll  find  this  and  other  information  in  the  fund's 
prospectus,  which  you  can  obtain  from  your  financial  advisor.  Please  read  the  prospectus 
carefully  before  investing.  Past  performance  does  not  guarantee  future  results.  Investment 
return  and  principal  value  will  fluctuate  so  that  your  shares,  when  redeemed,  may  be  worth 
more  or  less  than  the  original  cost.  Performance  data  quoted  includes  the  maximum  5. 75% 
initial  saies  charge,  and  represents  past  performance,  which  does  not  guarantee  future 
results.  More  recent  returns  may  differ  from  figures  shown;  for  most  recent  month-end 
performance  figures,  please  visit  franklintempleton.com.  The  fund  may  charge  a  2%  fee  on 
redemptions  within  seven  days. 

Franklin  Templeton  Distributors,  Inc.,  One  Franklin  Parkway,  San  Mateo,  CA  94403. 


westing  in  companies  involved  in  mergers,  reorganizations  and  liquidations  involves  special  risks.  Foreign  investing  involves  special  risks  including  currency  fluctuations  and 
plitica!  uncertainty. 

[The  fund  offers  other  share  classes,  subject  to  different  fees  and  expenses,  which  will  affect  their  performance.  Prior  to  11/1/96,  only  a  single  class  of  fund  shares  was  offered 
bout  sales  charge  and  Rule  12r>1  expenses.  Returns  shown  are  a  restatement  of  the  original  class  to  include  both  the  Rule  12b-1  expenses  and  maximum  initial  sales  charge 
[  though  in  effect  from  the  fund's  inception.  Average  annual  total  returns  represent  the  average  annual  increase  in  value  of  an  investment  over  the  indicated  periods  and  assume 
nvestment  of  dividends  and  capital  gains  at  net  asset  value. 

Beta  is  a  measure  of  a  fund's  volatility  relative  to  the  S&P  500  Index.  A  beta  lower  than  1.00  indicates  volatility  lower  than  the  market's.  Source:  Thomson  Financial  6/30/06. 
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3-Year 

12.33% 

0.72 

5-Year 

5.65% 

0.60 

10-Year 

10.38% 

0.60 
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Leandro  Rizzuto 

$990  MILLION 

Conair.  Sheridan,  Wyo. 

68.  Divorced,  4  children 

Dropped  out  of  college  in  1959;  with  parents 
founded  Conair  with  $100.  Invented  hot-air 
hair  rollers.  Sales  from  early  point-and-shoot 
hair  dryer  triggered  Conair's  meteoric  rise. 
Main  product  today:  salon  hair  dryer.  Went 
public  in  1972,  expanded  into  high-end  kitchen 
appliances  including  Cuisinart  and  Waring. 
Took  private  again  1985.  Estimated  sales: 
$1.7  billion.  Bought  Scunci  International, 
maker  of  Scrunchie  hair  ties.  Owns  CuisinArt 
Resort  &  Spa  in  Anguilla. 

Richard  Peery 

$975  MILLION 

Real  estate.  Palo  Alto,  Calif. 

66.  Married,  4  children 

John  Arrillaga 

$900  MILLION 

Real  estate.  Palo  Alto,  Calif. 

69.  Widowed,  remarried;  2  children 

Partners  became  2  of  Silicon  Valley's  biggest 
commercial  landlords  converting  farmland 
bought  in  1960s  into  pricey  office  space.  This 
year  duo  sold  off  half  their  portfolio —  1 19  prop- 
erties from  Mountain  View  to  San  Jose.  Still  own 
4  million  square  feet  of  office  space.  Pulling  back 
from  day-to-day  operations.  Arrillaga  gave 
$100  million  to  Stanford  in  May. 


Thomas  Hicks 

$950  MILLION 

Investments.  Dallas. 
60.  Divorced,  remarried;  6  children 

Son  of  radio  station  entrepreneur  spent 
youth  spinning  records.  Founded  Hicks  & 
Haas  buyout  firm.  Early  success  in  soda: 
bought  Dr  Pepper/Seven  Up  for  $45  mil- 
lion, sold  2  years  later  for  $700  million. 
Formed  LBO  firm  Hicks,  Muse,  Tate  & 
Furst.  Burned  on  telecom  a  few  years  ago. 
Recently  picking  winners:  Argentinean  pet 
food,  landscaping  supplies,  electronics.  Big 
Dallas  real  estate  investor.  Paid  $20  million 
for  oilfield  service  outfit  Gammaloy  1996; 
rumored  public  offering  could  fetch 
$200  million.  Owns  pro  baseball's  Texas 
Rangers,  hockey's  Dallas  Stars. 

Mario  Gabelli 

$900  MILLION 

Money  management.  New  York  City. 
63.  Divorced,  remarried;  4  children 

Handsomely  compensated  money  man- 
ager reached  $130  million  settlement  in 
July  to  resolve  allegations  he  illicitly 
obtained  cell  phone  licenses  from  FCC. 
Collected  $55  million  in  management  fees 
2005,  despite  lukewarm  mutual  fund 
returns;  shares  of  his  Gamco  investment 
firm  down  15%  since  last  September. 
Bought  first  stock  at  12;  became  auto-parts 
analyst  after  Columbia  Business  School. 


Founded  Gabelli  Asset  Management  197( 
took  public  1999.  Estimates  stock  price 
based  on  what  he  thinks  a  corporate  raide 
would  pay  for  company. 


RULES  OF  THE  CHASE 


Our  estimates  of  people's  net  worth  are  deliberately  conservative  and  should  be  considered  "at  least"  figures.  We  do  our  best  tc 
value  everything,  from  stakes  in  publicly  traded  or  privately  held  companies,  real  estate  and  investments  in  natural  resources  to 
art,  yachts  and  mansions.  We  dig  through  SEC  documents  and  court  records;  call  analysts,  employees,  competitors  and  ex-wives; 
and  look  at  newspaper  and  magazine  articles.  We  also  take  a  hard  look  at  debt.  However,  we  do  not  pretend  to  know  every- 
thing on  a  private  balance  sheet.  All  numbers  have  been  rounded  to  the  nearest  $100  million.  All  publicly  traded  shares  were 
priced  Au    31.  Privately  held  companies  are  valued  by  coupling  estimates  (or,  in  some  cases,  company-provided  numbers)  of 
revenues  or  profits  to  prevailing  price/revenues  or  price/earnings  ratios  for  similar  public  companies.  We  have  not  included 
dispersed  fortunes  (Kennedy,  Du  Pont,  etc.)  when  individual  net  worths  are  below  our  minimum;  however,  we  add  "&  family"  t 
someone's  entry  if  the  immediate  relatives  of  the  individual  have  a  direct  influence  on  or  a  stake  in  that  particular  fortune  but 
the  wealth  and  its  source  can  ultimately  be  traced  to  one  individual.  Example:  Jonathan  Lovelace  Jr.  Are  there  really  exactly  400 
billionaires  in  America?  No.  By  our  count  there  are  a  few  more.  These  are  the  richest. 
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All  business  class  to  London  Stansted  from  just  $1499  roundtrip  including  all  taxes  and  fees 

From  New  York  JFK,  Washington  Dulles  and,  starting  November  2nd,  Las  Vegas  Widebody  aircraft 
Only  100  seats     Luxury  leather  deep-recline  spacious  seats     On-demand  digital  entertainment 

Gourmet  four-course  meals     Boutique  wine  selection     Complimentary  Arrive  &  Refresh  service  / 

maxjet  com  ^  Affordable  B 


Business  Class. 


icludes  all  applicable  government  taxes  and  fees.  Tickets  are  non-transferable,  but  may  be  reissued  for  a  $100  change  fee  plus  any  applicable  difference  in  fare  and  are  refundable  for  a  $JO0  fee.  Seats  are 
I  and  certain  flights  and/or  days  of  travel  may  be  unavailable  at  lowest  prices,  especially  during  busy  travel  periods.  Fares  and  schedules  are  subject  to  change  without  notice,  and  other  restrictions  may  apply. 
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>^  Name                       Page  Rank 

UJ  A  

O  johnE               252  140 

^  Boston  Scientific.  ($2.2  BILLION) 


Abraham,  S  Daniel 

272 

189 

Slim-Fast.  ($1.9  BILLION) 

Adelson,  Sheldon 

85 

3 

casinos,  hotels.  ($20.5  BILLION) 

Alexander,  Leslie  * 

220 

322 

First  Marblehead.  ($1.2  BILLION) 

Allen,  Herbert  Jr 

170 

160 

investment  banking.  ($2.0  BILLION) 

Allen,  Paul  Gardner 

89 

5 

Microsoft,  investments.  ($16.0  BILLION) 

Anderson,  John 

172 

189 

investments.  ($1.9  BILLION) 

Annenberg,  Leonore 

200 

160 

inheritance.  ($2.0  BILLION) 

Anschutz,  Philip 

160 

31 

investments.  ($7.8  BILLION) 

Anselmo,  Mary 

128 

374 

PanAmSat.  ($1.0  BILLION) 

Ansin,  Edmund  Newton 

204 

322 

Sunbeam  Broadcasting.  ($1 .2  BILLION) 

Anthony,  Barbara  Cox 

196 

17 

Cox  Enterprises.  ($12.6  BILLION) 

Argyros,  George  Leon 

113 

215 

investments.  ($1.6  BILLION) 

Arison,  Micky 

216 

48 

Carnival  Cruises.  ($5.0  BILLION) 

Arnall,  Roland 

228 

85 

mortgage  banking.  ($3.0  BILLION) 
B 

Bacon,  Louis  Moore 

182 

374 

hedge  funds.  ($1.0  BILLION) 

Bailey,  Thomas 

176 

322 

mutual  funds.  ($1.2  BILLION) 

Ballmer,  Steven 

122 

15 

Microsoft.  ($13.6  BILLION) 

Barrack,  Thomas  J  * 

182 

374 

Colony  Capital.  ($1.0  BILLION) 

Bass,  Edward  Perry 

284 

117 

oil,  investments.  ($2.5  BILLION) 

Bass,  Lee  Marshall 

284 

85 

oil,  investments.  ($3.0  BILLION) 

Bass,  Robert  Muse 

282 

43 

oil,  investments.  ($5.5  BILLION) 

Bass,  Sid  Richardson 

284 

85 

oil,  investments.  ($3.0  BILLION) 

Batten.  Frank  Sr 

202 

278 

Landmark.  ($1.4  BILLION) 

Bechtel.  Riiey  P 

228 

IUJJ 

engineering.  ($2.7  BILLION) 

Bechtel,  Stephen  Jr 

228 

103 

engineering.  ($2.7  BILLION) 

Berg,  Carl  Edwin 

116 

322 

real  estate.  ($1.2  BILLION) 
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Page 

Rank 

Name  Page 

Ran 

Bezos,  Jeffrey  P 

124 

70 

Chambers,  Anne  Cox 

196 

17 

Amazon.  ($3.6  BILLION) 

Cox  Enterprises.  ($12.6  BILLION) 

Bisciotti,  Stephen 

222 

354 

Clark,  James 

1  ~>o 

354 

outsourcing,  football.  ($1.1  BILLION)' 

MpKranp  ft1  1  Rll  I  IfM 

Black,  Leon  * 

170 

160 

Cohen,  Steven 

1  bb 

85 

leveraged  buyouts  ($2.0  BILLION) 

hpHrip  fund';  /t3  fl  Rll  1  IDKM 

Blank,  Arthur 

220 

297 

Connor,  William  E  II 

248 

322 

Home  Depot.  ($1.3  BILLION) 

exports.  ($1.2  BILLION) 

Blavatnik,  Leonard 

282 

40 

Cook,  Scott 

128 

291 

Access  Industries.  ($7.0  BILLION) 

Intuit.  ($1.3  BILLION) 

Blixseth,  Timothy 

116 

322 

Cook,  William  Alfred 

252 

8( 

timber,  real  estate.  ($1.2  BILLION) 

medical  devices.  ($3.2  BILLION) 

Bloomberg,  Michael 

198 

44 

Cooke,  Phoebe  Hearst 

200 

16 

Bloomberg  LP.  ($5.3  BILLION) 

Hearst  Corp.  ($2.0  BILLION) 

Bluhm,  Neil 

113 

215 

Crown,  Lester 

162 

6- 

real  estate.  ($1.6  BILLION) 

investments.  ($4.1  BILLION) 

Booth,  Franklin  Otis  Jr 

172 

189 

Cuban,  Mark 

216 

133 

Berkshire  Hathaway.  ($1.9  BILLION) 

Broadcast.com.  ($2.3  BILLION) 

Bose,  Amar 

264 

242 

D 

Bose.  ($1.5  BILLION) 

Dai,  Weili  ★ 

157 

37 

Boyd,  William 

248 

322 

semiconductors.  ($1 .0  BILLION) 

casinos,  banking.  ($1.2  BILLION) 

Davidson,  William 

216 

6' 

Brandes,  Charles 

170 

160 

glass.  ($4.0  BILLION) 

money  management.  ($2.0  BILLION) 

Davis,  Jim 

212 

16 

Bren,  Donald 

110 

27 

New  Balance.  ($2.0  BILLION) 

real  estate.  ($8.5  BILLION) 

Day,  Robert 

176 

29 

Brin,  Sergey 

122 

12 

money  management.  ($1 .3  BILLION) 

Google.  ($14.1  BILLION) 

Debartolo,  Edward  Jr 

114 

24 

Broad,  Eli 

162 

42 

shopping  centers.  ($1.5  BILLION) 

investments.  ($5.8  BILLION) 

DeLeon,  J  Russel! 

234 

19 

Bronfman,  Edgar  M  Sr 

198 

80 

online  gaming.  ($1.8  BILLION) 

liquor.  ($3.2  BILLION) 

Dell,  Michael 

90 

Brown,  John  W 

259 

374 

Dell.  ($15.5  BILLION) 

Stryker  Corp.  ($1.0  BILLION) 

DeLuca,  Fred 

274 

24 

Buck,  Peter 

274 

242 

Subway.  ($1.5  BILLION) 

Subway.  ($1 .5  BILLION) 

DeVos,  Richard 

227 

7 

Bucksbaum,  Matthew 

110 

85 

Alticor.  ($3.5  BILLION) 

real  estate.  ($3.0  BILLION) 

Diller,  Barry 

204 

2? 

Buffett,  Warren 

84 

2 

InterActiveCorp.  ($1 .3  BILLION) 

Berkshire  Hathaway.  ($46.0  BILLION) 

Disney,  Roy 

204 

3; 

Burkle,  Ronald 

166 

117 

Walt  Disney.  ($1.2  BILLION) 

investments.  ($2.5  BILLION) 

Doerr,  L  John 

157 

3: 

Burrell,  Gary 

262 

242 

venture  capital.  ($1.0  BILLION) 

navigation  equipment.  ($1.5  BILLION) 

Dolan,  Charles 

218 

1 

Butt,  Charles 

270 

140 

Cablevision  Systems.  ($2.3  BILLION) 

supermarkets.  ($2.2  BILLION) 

Dolby,  Ray  Milton 

262 

21 

C 

Dolby  Laboratories.  ($1 .7  BILLION) 

Calamos,  John 

170 

160 

Dorrance,  Bennett 

270 

1! 

mutual  funds.  ($2.0  BILLION) 

inheritance.  ($2.1  BILLION) 

Casden,  Alan 

114 

242 

Druckenmiller,  Stanley 

170 

1i 

real  estate.  ($1.5  BILLION) 

hedge  funds.  ($2.0  BILLION) 

Cathy,  S  Truett 

276 

322 

Outfield,  David 

128 

3 

Chick-fil-A.  ($1 .2  BILLION) 

PeopleSoft.  ($1.2  BILLION) 

Cayne,  James 

180 

354 

Duncan,  Dan  L 

282 

Bear  Stearns.  ($1.1  BILLION) 

energy.  ($7.5  BILLION) 
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Name 

Page 

Rank 

IMdlTIc 

Rank 

r\ctl  IH. 

E 

Galvin,  Robert 

266 

322 

Edson,  John 

Motorola.  ($1.2  BILLION) 

leisure  craft.  ($1.1  BILLION) 

Gates,  William  Henry  III 

83 

1 

Egan,  Richard 

128 

297 

Microsoft.  ($53.0  BILLION) 

EMC  Corp.  ($1.3  BILLION) 

Geffen,  David 

198 

50 

Ellison,  Lawrence 

86 

4 

DreamWorks.  ($4.6  BILLION) 

Oracle.  ($19.5  BILLION) 

Gerry,  Alan 

202 

278 

Emmerson,  Archie  Aldis 

113 

215 

cable  television.  ($1 .4  BILLION) 

timberland,  lumber  mills.  ($1.6  BILLION) 

Getty,  Gordon  Peter 

286 

133 

Englander,  Israel  * 

176 

322 

inheritance,  oil.  ($2.3  BILLION) 

hedge  funds.  ($1.2  BILLION) 

Gilbert,  Daniel 

222 

354 

Ergen,  Charles 

196 

34 

Quicken  Loans.  ($1.1  BILLION) 

EchoStar.  ($7.6  BILLION) 

Glazer,  Malcolm 

112 

160 

F 

investments.  ($2.0  BILLION) 

Farmer,  Richard 

264 

297 

Goldsbury,  Christopher 

274 

278 

Cintas  Corp.  ($1.3  BILLION) 

salsa.  ($1.4  BILLION) 

Filo,  David 

124 

117 

Golisano,  Thomas 

234 

204 

Yahoo.  ($2.5  BILLION) 

Paychex.  ($1.7  BILLION) 

Fireman,  Paul  Barry 

212 

374 

Gonda,  Leslie 

234 

297 

Reebok.  ($1.0  BILLION) 

International  Lease  Finance.  ($1.3  BILLION) 

Fisher,  John 

292 

297 

Gonda,  Louis 

234 

215 

Gap.  ($1.3  BILLION) 

leasing.  ($1.6  BILLION) 

Fisher,  Kenneth 

176 

297 

Goodnight,  James 

122 

52 

money  management.  ($1.3  BILLION) 

SAS  Institute.  ($4.5  BILLION) 

Fisher,  Robert 

292 

322 

Gores,  Alec 

180 

322 

Gap.  ($1.2  BILLION) 

leveraged  buyouts.  ($1.2  BILLION) 

Fisher,  William 

292 

322 

Gores,  Tom 

172 

160 

Gap.  ($1.2  BILLION) 

leveraged  buyouts.  ($2.0  BILLION) 

Flatley,  Thomas 

116 

297 

Gottesman,  David 

168 

117 

real  estate.  ($1.3  BILLION) 

investments.  ($2.5  BILLION) 

Flowers,  J  Christopher 

176 

322 

Green,  David 

292 

242 

investments.  ($1 .2  BILLION) 

Hobby  Lobby.  ($1.5  BILLION) 

Ford,  Gerald 

172 

215 

Green,  Pincus 

287 

322 

banking.  ($1.6  BILLION) 

commodities.  ($1.2  BILLION) 

France,  James 

218 

242 

Greenberg,  Maurice 

252 

98 

auto  racing.  ($1.5  BILLION) 

insurance.  ($2.8  BILLION) 

France,  William  Jr 

218 

242 

Griffin,  Kenneth 

172 

204 

auto  racing.  ($1.5  BILLION) 

hedge  funds.  ($1.7  BILLION) 

Friedkin,  Thomas 

248 

322 

Gross,  William 

178 

322 

cars.  ($1.2  BILLION) 

bonds.  ($1.2  BILLION) 

Friedland,  Robert 

184 

374 

H 

mining.  ($1.0  BILLION) 

Hall,  Donald 

262 

215 

Frist,  Thomas  Jr 

254 

197 

Hallmark.  ($1.6  BILLION) 

HCA  Healthcare.  ($1 .8  BILLION) 

Hamilton,  Dorrance 

270 

354 

Frost,  Phillip 

259 

278 

inheritance.  ($1.1  BILLION) 

Ivax.  ($1 .4  BILLION) 

Harbert,  Marguerite 

287 

242 

Fuld,  Richard  Jr  ★ 

184 

374 

inheritance.  ($1.5  BILLION) 

Lehman  Brothers.  ($1.0  BILLION) 

Headington,  Timothy  * 

288 

354 

Fung,  Victor 

234 

215 

Headington  Oil.  ($1.1  BILLION) 

distribution.  ($1 .6  BILLION) 

Hearst,  Austin 

200 

160 

C 

Hearst  Corp.  ($2.0  BILLION) 

Gage,  Barbara  Carlson 

208 

160 

Hearst,  David  Jr 

200 

160 

Carlson  Cos.  ($2.0  BILLION) 

Hearst  Corp.  ($2.0  BILLION) 

Gallo,  Ernest 

274 

297 

Hearst,  George  Jr 

200 

160 

wine.  ($1.3  BILLION) 

Hearst  Corp.  ($21)  BILLION) 

Name 

Page 

Rank 

Hearst,  William  III 

200 

153 

Hearst  Corp.  ($2.1  BILLION) 

Heisley,  Michael  Sr 

222 

374 

manufacturing.  ($1.0  BILLION) 

Helmsley,  Leona 

208 

117 

real  estate.  ($2.5  BILLION) 

Hendricks,  Kenneth 

262 

107 

building  supplies.  ($2.6  BILLION) 

Herb,  Marvin 

276 

354 

soft-drink  bottling.  ($1.1  BILLION) 

Hildebrand,  Jeffery  * 

288 

374 

oil.  ($1.0  BILLION) 

Hillman,  Henry  Lea 

166 

85 

industrialist.  ($3.0  BILLION) 

Hilton,  William  Barron 

248 

374 

hotels,  casinos.  ($1.0  BILLION) 

Holding,  Robert  Earl 

282 

59 

energy,  resorts,  ranching.  ($4.2  BILLION) 

Hostetter,  Amos  Jr 

200 

107 

cable  television.  ($2.6  BILLION) 

Hubbard,  Stanley 

202 

278 

DirecTV.  ($1.4  BILLION) 

Hughes,  Bradley 

227 

61 

Public  Storage.  ($4.1  BILLION) 

Huizenga,  Wayne 

218 

153 

investments.  ($2.1  BILLION) 

Hunt,  Ray 

284 

73 

oil.  real  estate.  ($3.5  BILLION) 

Huntsman,  Jon 

287 

242 

chemicals.  ($1.5  BILLION) 

Icahn,  Carl  160  24 

leveraged  buyouts.  ($9.7  BILLION) 

Hitch,  Michael  218  242 

pizza.  ($1.5  BILLION) 

Ingram,  Martha  208  94 

Ingram  Industries.  ($2.9  BILLION) 


140 


204 


Jackson, Jess  272 
Kendall-Jackson.  ($2.2  BILLION) 

Jacobs,  Irwin  126 
Qualcomm.  ($1.7  BILLION) 

Jacobs,  Jeremy  Sr  222  374 

sports  concessions.  ($1 .0  BILLION) 

Jaharis,  Michael  259  322 

pharmaceuticals.  ($1.2  BILLION) 

Jamail,  Joseph  Jr  247  278 

lawsuits.  ($1.4  BILLION) 

Jannard,  James  212  278 

Oakley.  ($1.4  BILLION) 

Jobs,  Steven  1 22  49 

Apple  Computer,  Pixar.  ($4.9  BILLION) 

Johnson,  Abigail  208  16 

Fidelity.  ($13.0  BILLION) 

Johnson,  Barbara  252  98 

inheritance.  ($2.8  BILLION) 


298      F  O  R  B  E  S     OCTOBER  9,  2006 


*  New  Entry  Returnee 


Connect 
with  Forbes 

F0RBESFALLC0NFERENCES.COM 

Join  us  this  fall  as  we  bring  the  pages  of  Forbes  to  life. 
Connect  with  Forbes  editors  and  the  smartest  business, 
academic  and  political  leaders  in  an  environment  where 
real  issues  are  tackled,  ideas  are  challenged,  and  fresh 
perspectives  —  and  connections  —  are  built. 

OCTOBER  24-25 

MEET  2006  |  Beverly  Hills 

•  Media  —  Electronic  Entertainment  —  Technology 

•  Reaping  Riches  in  the  Media  and  Entertainment  Revolution 

OCTOBER  26 

Risk  Management  Forum  |  New  York 

•  Risky  Business 

•  Innovations  in  measuring,  managing,  and  creating  value 
from  risk 

NOVEMBER  9-10 

CEO  Forum  |  New  York 

•  Open  Borders  —  Globalism  and  its  Critics 

•  Steve  Forbes  and  Lou  Dobbs  debate  on  free  trade 

•  John  Zogby  deconstructs  the  November  7  election 

NOVEMBER  13-14 

CIO  Forum  |  New  York 

•  Leading  through  Innovation 

•  Top  CIOs  share  the  good,  the  bad  and  the  ugly  on 
open  source,  BI,  outsourcing  and  more 

DECEMBER  4-5 

CIO  Forum  |  London 

•  How  to  be  a  Champion  of  Change 

•  Steve  Forbes  on  economics  and  innovation 

Forbes 

Limited  sponsorship  opportunities  available. 

Contact  Sherry  Phillips  at  +1  610-520-1 592  or  sphillips@forbes.com. 

Attendance  is  by  invitation  only.  For  detailed  agenda  and  speaker 
information,  or  to  apply,  please  visit  forbesfallconferences.  com  or 
e-mail  conferences@forbes.com. 
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Name  Page 

Rank 

Name 

Page 

Rank 

Name 

Page 

Rank 

LU 

Johnson,  Charles  162 

52 

Kohlberg,  Jerome  Jr 

178 

322 

Lovelace,  Jonathan  Jr  * 

180 

354 

Q  Franklin  Resources.  ($4.5  BILLION) 

leveraged  buyouts.  ($1.2  BILLION) 

mutual  funds.  ($1.1  BILLION) 

johnsnn  Friwarri  III  1fi0 

JUI II  IjUl  If   LUVVQIU   III                    1  UU 

35 

Kohler,  Herbert 

262 

52 

Lucas,  George 

198 

70 

Fidelity.  ($7.5  BILLION) 

plumbing  fixtures.  ($4.5  BILLION) 

Star  Wars.  ($3.6  BILLION) 

Johnson,  H  Fisk  264 

215 

Kordestani,  Omid  -k 

126 

189 

M 

SC  Johnson&  Son.  ($1.6  BILLION) 

Google.  ($1.9  BILLION) 

MacMillan,  Cargill  Jr 

272 

215 

Johnson  Imonpnp  764 

215 

Kovner,  Bruce 

166 

85 

inheritance.  ($1.6  BILLION) 

SC  Johnsons  Son.  ($1.6  BILLION) 

hedge  funds.  ($3.0  BILLION) 

MacMillan,  John  III 

272 

215 

Johnson  Robert  204 

374 

Kraft,  Robert 

220 

297 

inheritance.  ($1.6  BILLION) 

television.  ($1 .0  BILLION) 

paper,  packaging.  ($1.3  BILLION) 

MacMillan,  W  Duncan 

272 

215 

Johnson,  Rupert  162 

68 

Krasny,  Michael 

292 

215 

inheritance.  ($1.6  BILLION) 

Franklin  Resources.  ($3.7  BILLION) 

CDW  Corp.  ($1.6  BILLION) 

MacMillan,  Whitney 

272 

215 

Johnson  S  Curtis  264 

J>  \J  Dill  ->  vy  1  If    _/    V.  V4  I  1. 1  _i»                                t_  w r 

215 

Kravis,  Henry 

166 

107 

inheritance.  ($1 .6  BILLION) 

SC  JohnsonS  Son.  ($1.6  BILLION) 

leveraged  buyouts.  ($2.6  BILLION) 

Magerko,  Margaret 

208 

160 

Johnson-Leinold  Helen  264 

y vy •  ii  uv/i  i   Lp^iii/wivi|  i  >\-iv.i  ■           c_  \y  r 

215 

Krehbiel,  John  Jr  >•> 

266 

374 

84  Lumber.  ($2.0  BILLION) 

SC  JohnsonS  Son.  ($1.6  BILLION) 

Molex.  ($1.0  BILLION) 

Magness,  Gary 

204 

354 

Johnson-Marquart,  Winnie  264 

215 

Kroenke,  Ann  Walton 

216 

107 

inheritance.  ($1.1  BILLION) 

SC  JohnsonS  Son.  ($1.6  BILLION) 

Wal-Mart.  ($2.6  BILLION) 

Malone,  John 

202 

204 

Jones,  Jerral  220 

297 

Kroenke,  E  Stanley 

216 

153 

cable  television.  ($1.7  BILLION) 

Dallas  Cowboys.  ($1.3  BILLION) 

sports,  real  estate.  ($2.1  BILLION) 

Malone,  Mary  Alice 

270 

140 

Jones,  Paul  Tudor  168 

117 

Krohn,  Tracy 

288 

278 

inheritance.  ($2.2  BILLION) 

hedge  funds.  ($2.5  BILLION) 

WST  Offshore.  ($1 .4  BILLION) 

Mann,  Alfred 

252 

140 

Joseph,  George  259 

374 

L 

inventor,  entrepreneur.  ($2.2  BILLION) 

insurance.  ($1.0  BILLION) 

Lampert,  Edward 

164 

67 

Manning,  John  P  * 

116 

354 

K 

investments.  ($3.8  BILLION) 

Boston  Capital.  ($1.1  BILLION) 

Kaiser  Georae  B  282 

27 

Langone,  Kenneth 

184 

374 

Mansueto,  Joseph 

204 

322 

oil  S  gas,  banking.  ($8.5  BILLION) 

investments.  ($1.0  BILLION) 

Morningstar.($1.2  BILLION) 

Kao,  Min  H  262 

140 

Lauder,  Leonard 

212 

94 

Marcus,  Bernard 

292 

189 

navigation  equipment.  ($2.2  BILLION) 

Estee  Lauder.  ($2.9  BILLION) 

Home  Depot.  ($1 .9  BILLION) 

Karp,  Stephen  it  116 

374 

Lauder,  Ronald 

212 

103 

Marion,  Anne 

288 

297 

real  estate.  ($1.0  BILLION) 

Estee  Lauder.  ($2.7  BILLION) 

inheritance,  oil.  ($1.3  BILLION) 

Keinath,  Pauline  272 

215 

Lauren,  Ralph 

212 

66 

Marriott,  John  Jr 

232 

204 

inheritance.  ($1.6  BILLION) 

fashion.  ($3.9  BILLION) 

hotels.  ($1.7  BILLION) 

Kel  ley.  Brad  114 

242 

Laurie,  Nancy  Walton 

232 

140 

Marriott,  Richard 

232 

197 

tobacco.  ($1.5  BILLION) 

Wal-Mart.  ($2.2  BILLION) 

hotels.  ($1.8  BILLION) 

Kellogg,  Peter  168 

117 

Lee,  Thomas 

176 

278 

Mars,  Forrest  Jr 

270 

21 

investments.  ($2.5  BILLION) 

leveraged  buyouts.  ($1 .4  BILLION) 

candy.  ($10.5  BILLION) 

Kellogg,  William  212 

297 

Leprino,  James 

274 

242 

Mars,  Jacqueline 

270 

21 

Kohl's.  ($1.3  BILLION) 

cheese.  ($1.5  BILLION) 

candy.  ($10.5  BILLION) 

Kerkorian,  Kirk  160 

26 

Lerner,  Nancy 

218 

242 

Mars,  John 

270 

21 

investments,  casinos.  ($9.0  BILLION) 

inheritance.  ($1.5  BILLION) 

candy.  ($10.5  BILLION) 

Kim,  James                   1 26 

242 

Lerner,  Norma 

218 

242 

Mashouf,  Manny  * 

212 

242 

microchips.  ($1.5  BILLION) 

inheritance.  ($1.5  BILLION) 

Bebe.  ($1.5  BILLION) 

Kinder,  Richard  284 

98 

Lerner,  Randolph 

218 

242 

Mathile,  Clayton 

272 

160 

pipelines.  ($2.8  BILLION) 

inheritance.  ($1.5  BILLION) 

lams.  ($2.0  BILLION) 

Kluae  John  196 

i\i umv> g  Jx/i  ill                                        ■  — '  vy 

25 

Lerner,  Theodore 

114 

242 

McCaw,  Craig 

124 

153 

Metromedia.  ($9.1  BILLION) 

real  estate.  ($1 .5  BILLION) 

McCaw  Cellular.  ($2.1  BILLION) 

Kniaht  PhiliD  212 

I  ^  1  I  ■  Kfl  I  3  V  j    ■    1  Mil  IJ                                                     <—    ■  c— 

30 

Lewis,  Peter 

259 

278 

McClendon,  Aubrey  * 

286 

215 

Nike.' ($7.9  BILLION) 

Progressive  Corp.  ($1 .4  BILLION) 

oil.  ($1.6  BILLION) 

Koch,  Charles  282 

19 

Lindemann,  George 

174 

242 

McCombs,  BJ  (Red) 

220 

297 

oil,  commodities.  ($12.0  BILLION) 

investments.  ($1.5  BILLION) 

radio,  oil,  real  estate.  ($1 .3  BILLION) 

Koch,  David  282 

19 

Lindner,  Carl  Jr 

168 

133 

McGovern,  Patrick 

200 

85 

oil,  commodities.  ($12.0  BILLION) 

investments.  ($2.3  BILLION) 

IDG.  ($3.0  BILLION) 

Koch,  William  288 

297 

Litwin,  Leonard 

116 

374 

McGuire,  William  * 

259 

322 

oil.  ($1.3  BILLION) 

real  estate.  ($1.0  BILLION) 

insurance.  ($1 .2  BILLION) 
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Page 

Rank 

McLane,  Robert  Jr 

222 

ill 

Wal-Mart,  logistics.  (51. 2  BILLION) 

McNair,  Robert 

218 

Z4Z 

energy,  sports.  ($1. 5  BILLION) 

Menard,  John  Jr 

292 

45 

home  improvement  stores.  (S5.2  BILLION) 

Michelson,  Gary 

259 

278 

medical  patents.  ($1.4  BILLION) 

Milken,  Michael 

170 

153 

investments.  ($2.1  BILLION) 

Milstein,  Paul 

110 

73 

real  estate,  banking.  ($3.5  BILLION) 

Mitchell,  George 

286 

117 

Mitchell  Energy.  ($2.5  BILLION) 

Moncrief,  William  Jr 

288 

374 

oil.  ($1.0  BILLION) 

Moore,  Gordon 

124 

77 

Intel.  ($3.4  BILLION) 

Moran,  James 

230 

131 

auto  dealerships.  ($2.4  BILLION) 

Morean,  William 

157 

374 

Jabil  Circuit.  ($1.0  BILLION) 

Moreno,  Arturo 

266 

354 

billboards.  ($1.1  BILLION) 

Morgridge,  John 

126 

242 

Cisco.  ($1.5  BILLION) 

Munger,  Charles 

172 

215 

Berkshire  Hathaway.  ($1 .6  BILLION) 

Murdoch,  Keith 

196 

32 

News  Corp.  ($7.7  BILLION) 

Murdock,  David 

110 

59 

investments.  ($4.2  BILLION) 
M 

Naify,  Robert 

204 

322 

movie  theaters.  ($1.2  BILLION) 

Nelson,  Marilyn 

208 

160 

Carlson  Cos.  ($2.0  BILLION) 

Newhouse,  Donald 

196 

38 

publishing.  ($7.3  BILLION) 

Newhouse,  Samuel  Jr 

196 

38 

publishing.  ($7.3  BILLION) 

Nicholas,  Henry  III 

124 

160 

Broadcom.  ($2.0  BILLION) 

Nicholas,  Peter 

252 

189 

Boston  Scientific.  ($1.9  BILLION) 
O 

Olenicoff,  Igor  * 

113 

215 

real  estate.  ($1.6  BILLION) 

Omidyar,  Pierre 

122 

32 

Ebay.  ($7.7  BILLION) 

Opperman,  Dwight 

184 

374 

publishing.  ($1.0  BILLION) 
P 

Page,  Larry 

122 

13 

Name 


Page  Rank  Name 


Google.  ($14.0  BILLION) 


Parasol,  Ruth  234  197 

online  gaming.  ($1.8  BILLION) 

Peltz,  Nelson  176.  297 

leveraged  buyouts.  ($1.3  BILLION) 

Penske,  Roger  232  140 

cars.  ($2.2  BILLION) 

162  40 

leveraged  buyouts.  ($7.0  BILLION) 

Perenchio,  A  Jerrold  198  85 
Univision.  ($3.0  BILLION) 

Perez,  Jorge  112  197 

home  building.  ($1.8  BILLION) 

Perot,  Henry  Ross  162  57 

investments.  ($4.3  BILLION) 

Pickens,  T  Boone  284  103 

oil  &  gas,  investments.  ($2.7  BILLION) 

Pictet,  Marion  272  215 

inheritance.  ($1.6  BILLION) 

Pohlad,  Carl  216  107 

banking.  ($2.6  BILLION) 

Price,  Michael  F  176  278 

investments.  ($1.4  BILLION) 

Pritzker,  Anthony  230  160 

hotels,  investments.  ($2.0  BILLION) 

Pritzker,  Daniel  230  160 

hotels,  investments.  ($2.0  BILLION) 

Pritzker,  James  230  160 

hotels,  investments.  ($2.0  BILLION) 

Pritzker,  Jay  Robert  230  160 
hotels,  investments.  ($2.0  BILLION) 

Pritzker,  Jean  230  160 

hotels,  investments.  ($2.0  BILLION) 

Pritzker,  John  230  160 

hotels,  investments.  ($2.0  BILLION) 

Pritzker,  Karen  230  160 

hotels,  investments.  ($2.0  BILLION) 

Pritzker,  Linda  230  160 

hotels,  investments.  ($2.0  BILLION) 

Pritzker,  Nicholas  II  230  215 
hotels,  investments.  ($1.6  BILLION) 

Pritzker,  Penny  230  153 

hotels,  investments.  ($2.1  BILLION) 

Pritzker,  Thomas  230  133 

hotels,  investments.  ($2.3  BILLION) 

Pulte,  William  116  322 

home  building.  ($1.2  BILLION) 

R  

170  140 

banking,  insurance.  ($2.2  BILLION) 

Rahr,  Stewart  254  242 

Kinray.  ($1.5  BILLION) 

168  117 

investments.  ($2.5  BILLION) 

Rales,  Mitchell  262  107 

Danaher  Corp.  ($2.6  BILLION) 


Page 


Rales,  Steven  262 
Danaher  Corp.  ($2.5  BILLION) 

Redstone,  Sumner  196 
Viacom.  ($7.5  BILLION) 

Rees-Jones,  Trevor  *  288 
oil.  ($1.5  BILLION) 

Rennert,  Ira  184 
steel,  junk  bonds.  ($1.0  BILLION) 

Rich,  Marc  287 
commodities.  ($1 .5  BILLION) 

Rich,  Robert  Jr  ★  274 
inheritance.  ($1.5  BILLION) 

Ricketts,  J  Joseph  230 
Ameritrade.  ($2.3  BILLION) 

Roberts,  George  1 66 

leveraged  buyouts.  ($2.6  BILLION) 

Robertson,  Julian  Jr  184 
money  management.  ($1.0  BILLION) 

Rockefeller,  David  Sr  284 
Standard  Oil,  banking.  ($2.6  BILLION) 


112 


112 


178 


Roski,  Edward  Jr 
real  estate.  ($1 .8  BILLION) 

Ross,  Stephen  * 
real  estate.  ($2.5  BILLION) 

Ross,  Wilbur  Jr 
leveraged  buyouts.  ($1.2  BILLION) 

Roth,  Steven  114 
real  estate.  ($1.4  BILLION) 

Rowling,  Robert  282 
oil  &  gas,  investments.  ($5.2  BILLION) 

Ruffin,  Phillip  247 
casinos,  real  estate.  ($1 .4  BILLION) 

S  

Saban,  Haim  166 
television.  ($2.8  BILLION) 

Sail,  John  122 
SAS  Institute.  ($2.2  BILLION) 

Samueli,  Henry  124 
Broadcom.  ($2.0  BILLION) 

Sanford,  T  Denny  ★  1 68 
banking,  credit  cards.  ($2.5  BILLION) 

Sapir,  Tamir  *  112 
real  estate.  ($2.0  BILLION) 

Sarofim,  Fayez  174 
money  management.  ($1.5  BILLION) 

Saul,  Bernard  II  172 
banking,  real  estate.  ($1 .8  BILLION) 

Scaife,  Richard  1 78 

inheritance.  ($1.2  BILLION) 

Schmidt,  Eric  122 
Google.  ($5.2  BILLION) 

Schneider,  Donald  247 
trucking.  ($1.3  BILLION) 

Schultz,  Howard  ★  276 
Starbucks.  ($1.1  BILLION) 
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Monet  and  Clarence  Daniels, 


Private  Bank  Clients 


Monet  and  Clarence's  bank 

has  personally  delivered  on  their  financial  goals  for  over  10  years 
is  proud  of  their  recent  honor  as  minority  retailer  of  the  year 
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Name 

Page  Rank 

bcnuize,  Kicnara 

292 

70 

Best  Buy.  ($3.6  BILLION) 

Schwab,  Charles 

226 

50 

discount  stock  brokerage.  ($4.6  BILLION) 

Schwarzman,  Stephen 

164 

73 

investments.  ($3.5  BILLION) 

Scott,  Walter  Jr 

128 

297 

construction,  telecom.  ($1 .3  BILLION) 

Shaw,  David  E  * 

184 

374 

hedge  funds.  ($1.0  BILLION) 

Shriram,  Kavitark  Ram 

128 

242 

Google.  ($1.5  BILLION) 

Shvidler,  Evgeny 

286 

140 

oil.  ($2.2  BILLION) 

Siebel,  Thomas 

126 

242 

■       i  r-       ■                I A  it    r~   r\  1 1  i  in  k  i\ 

Siebel  Systems.  ($1 .5  BILLION) 

Siegel,  Herbert 

204 

297 

television.  ($1.3  BILLION) 

Simmons,  Harold 

162 

61 

investments.  ($4.1  BILLION) 

Simon,  Herbert 

216 

322 

real  estate.  ($1.2  BILLION) 

Simon,  Melvin 

216 

107 

real  estate.  ($2.6  BILLION) 

Simons,  James 

164 

64 

hedge  funds.  ($4.0  BILLION) 

Simonyi,  Charles 

157 

374 

Microsoft.  ($1.0  BILLION) 

Simplot,  John 

270 

80 

potatoes,  microchips.  ($3.2  BILLION) 

Smith,  Frederick 

232 

140 

FedEx.  ($2.2  BILLION) 

Smith,  Ollen 

220 

278 

Speedway  Motorsports.  ($1 .4  BILLION) 

Sobrato,  John 

112 

131 

real  estate.  ($2.4  BILLION) 

Solow,  Sheldon 

112 

204 

9  West  57th.  ($1.7  BILLION) 

Soon-Shiong,  Patrick 

252 

77 

generic  drugs.  ($3.4  BILLION) 

Sorenson,  James 

252 

57 

medical  devices.  ($4.3  BILLION) 

Soros,  George 

160 

27 

hedge  funds.  ($8.5  BILLION) 

Spangler,  Clemmie  Jr 

168 

117 

investments.  ($2.5  BILLION) 

Spanos,  Alexander 

222 

354 

real  estate.  ($1.1  BILLION) 

Sperling,  John 

247 

297 

Apollo  Group.  ($1 .3  BILLION) 

Sperling,  Peter 

247 

297 

Apollo  Group.  ($1.3  BILLION) 

Spielberg,  Steven 

200 

94 

movies.  ($2.9  BILLION) 

Stempel,  Ernest 

254 

204 

insurance.  ($1.7  BILLION) 

Name 

Page  I 

Rank 

Stern,  Leonard 

110 

68 

real,  estate.  ($3.7  BILLION) 

Stryker,  Jon 

254  . 

204 

Stryker  Corp.  ($1.7  BILLION) 

Stryker,  Pat 

254 

278 

Stryker  Corp,  ($1.4  BILLION) 

Stryker,  Ronda 

254 

160 

Stryker  Corp.  ($2.0  BILLION) 

Sutardja,  Sehat  * 

157 

374 

semiconductors.  ($1.0  BILLION) 
T 

Taubman,  A  Alfred 

114 

278 

real  estate.  ($1.4  BILLION) 

Taylor,  Glen 

216 

133 

printing.  ($2.3  BILLION) 

Taylor,  Jack 

226 

14 

Enterprise  Rent-A-Car.  ($13.9  BILLION) 

Taylor,  Phyllis 

208 

215 

Taylor  Energy.  ($1.6  BILLION) 

Teel,  Joyce 

276 

354 

supermarkets.  ($1.1  BILLION) 

Tepper,  David 

174 

242 

hedge  funds.  ($1.5  BILLION) 

Tisch,  Joan  * 

164 

77 

Loews.  ($3.4  BILLION) 

Tisch,  Wilma  Stein 

164 

189 

Loews.  ($1 .9  BILLION) 

Troutt,  Kenny 

247 

322 

Excel  Communications.  ($1.2 

BILLION) 

Trump,  Donald 

110 

94 

real  estate.  ($2.9  BILLION) 

Turner,  Ted 

202 

189 

cable  television.  ($1.9  BILLION) 

u 


Name 


Page  Rank 


Udvar-Hazy,  Steven 

227 

83 

leasing.  ($3.1  BILLION) 

Ueltschi,  Albert 

234 

215 

FlightSafety.  ($1 .6  BILLION) 
V 

Van  Beuren,  Hope 

270 

297 

inheritance.  ($1 .3  BILLION) 

W 

Wagner,  Todd 

128 

278 

Broadcast.com.  ($1.4  BILLION) 

Waitt,  Theodore 

126 

204 

Gateway.  ($1.7  BILLION) 

Walton,  Alice 

90 

9 

Wal-Mart.  ($15.5  BILLION) 

Walton,  Christy 

90 

7 

Wal-Mart  inheritance.  ($1 5.6  BILLION) 

Walton,  Helen 

292 

11 

Wal-Mart.  ($15.3  BILLION) 

Walton,  Jim 

90 

6 

Wal-Mart.  ($15.7  BILLION) 

Walton,  S  Robson  90  7 

Wal-Mart.  ($15.6  BILLION) 

Ward,  Tom  L*  287  215 

oil.  ($1.6  BILLION) 

Warner,  H  Ty  262  52 

Beanie  Babies.  ($4.5  BILLION) 

Washington,  Dennis  166  98 
construction,  mining.  ($2.8  BILLION) 

Weber,  Charlotte  270  297 

inheritance.  ($1 .3  BILLION) 

Weill,  Sanford  174  242 

Citigroup.  ($1.5  BILLION) 

West,  Alfred  Jr  *  178  322 

money  management.  ($1.2  BILLION) 

West,  Gary*  180  354 

West  Corp.  ($1 .1  BILLION) 

West,  Mary*  180  354 

West  Corp.  ($1.1  BILLION) 

Wexner,  Leslie  212  83 

Limited  Brands.  ($3.1  BILLION) 

White,  Dean  247  278 

billboards,  hotels.  ($1.4  BILLION) 

Whitman,  Margaret  208  322 
Ebay.  ($1 .2  BILLION) 

Williams,  Arthur  Jr  254  204 
insurance.  ($1.7  BILLION) 

Winfrey,  Oprah  208  242 

television.  ($1.5  BILLION) 

Wiskemann,  Elizabeth  182  354 
mutual  funds.  ($1.1  BILLION) 

Wrigley,  William  Jr  274  215 
chewing  gum.  ($1.6  BILLION) 

Wyly.  Samuel  182  354 

investments.  ($1.1  BILLION) 
Wynn,  Stephen  230  107 

casinos,  hotels.  ($2.6  BILLION) 


Yang,  Jerry 
Yahoo.  ($2.2  BILLION) 


124  140 


110 


52 


Zell,  Samuel 
real  estate.  ($4.5  BILLION) 

Ziff,  Daniel  174  242 

inheritance,  hedge  funds.  ($1.5  BILLION) 

Ziff,  Dirk  174  242 

inheritance,  hedge  funds.  ($1 .5  BILLION) 

Ziff/ Robert  174  242 

inheritance,  hedge  funds.  ($1 .5  BILLION) 

Zucker,  Jerry  266  354 

industrialist.  ($1.1  BILLION) 
Zuckerman,  Mortimer     112  117 
media,  real  estate.  ($2.5  BILLION) 
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*  New  Entry  Returnee 


sf  Engineer 


gfCEO  /  Chairman 


Business  Leader 


[?f  Philanthropist 

■ 

Bf  Astronaut 


Latest  accomplishment  made  possible 

by  Space  Adventures. 


Anousheh  Ansari  always  dreamed  of  spaceflight.  When  her  mission  launched  in' 
September  2006  this  bright  young  CEO  and  entrepreneur  became  the  first  female 
private  space  explorer.  Space  Adventures  was  pleased  to  help  Ansari  with  her  latest 
accomplishment.  We  can  do  the  same  for  you.  Contact  us  to  find  out  more. 


a  dfv  e  n  t  u  r  e  s 


Tel  +1  703  524  7172 


info@spaceadventures.com 


www.yourflighttospace.com 


I  ForbesLif  e 


BAUBLES 


The 
Cult 
Of 

JAR 


Why  selling  $600,000 
jewels  is  a  little 
like  selling  Cabbage 
Patch  dolls. 

By  Susan  Adams 


WHEN  ELLEN  BARKIN'S  JEWELS  HIT  THE  BLOCK  AT  CHRISTIE'S  OCT.  10,  COL- 
lectors  can  ogle  $10  million  to  $15  million  worth  of  ice  that  formerly  had 
accreted  on  Ronald  Perelman's  ex-wife  number  four.  Barkin  is  sticking  it  to 
Perelman  (No.  40  on  The  Forbes  400)  by  hawking  the  bijoux  he  bought  her,  including 
choice  pieces  by  Cartier,  Van  Cleef  &  Arpels,  Bul- 
gari  and  Tiffany.  She  stands  to  pocket  half  again  the 
$20  million  she  reportedly  got  in  their  split.  (Perel- 
man's spokesman  claims  it's  more  like  $40  million.) 

But  of  the  102  lots,  the  pieces  most  likely  to  set 
paddles  flying — at  least  those  held  by  connois- 
seurs—are 17  by  a  reclusive  designer.  They  include 
an  exquisite  32-carat  apricot  diamond  ring  and  a 
dramatic  pair  of  topaz  earrings  studded  with  rubies 
and  diamonds.  Their  creator  is  a  secretive,  eccen- 
tric artist  called,  by  Diane  von  Furstenberg,  the 
Faberge  of  our  time. 

This  jeweler  certainly  knows  how  to  make  his 
products  sought-after.  Born  Joel  Arthur  Rosenthal, 
he  affects  to  be  known,  in  the  manner  of  Prince  or 
Christo,  by  a  single  name:  JAR  (no  periods).  His 
shop  in  Paris'  Place  Vendome  has  no  display  win- 
dow, no  regular  hours.  It  does  not  advertise  and 
opens  its  doors  to  only  a  select  few,  including  Eliza- 
beth Taylor,  Elle  Macpherson,  Barbara  Walters, 
Ann  Getty,  Mary  Pinault  and  Jo  Carole  Lauder  (and 
reportedly  Marie-Josee  Kravis,  Marella  Agnelli  and 
Princess  Firyal  of  Jordan). 

The  craftsmen  in  Switzerland  and  France  turning  out  his  creations  produce  only  70 
to  80  pieces  a  year,  each  of  them  one  of  a  kind  and  many  designed  with  a  particular 
buyer  in  mind.  He  reserves  the  right  to  refuse  to  sell  an  item  if  he  doesn't  think  it  would 
look  good  on  the  intended  wearer. 

Playing  hard  to  get  is  a  form  of  marketing,  since  in  the  right  circumstances  demand 
is  a  self-fulfilling  phenomenon.  It  works  for  fad  dolls  that  become  the  subject  of  buying 
frenzies.  It  works  for  earrings,  too.  And  the  buying  panic  extends  into  the  aftermarket. 
Ordinary  jewels  that  come  onto  the  secondary  market  bring  maybe  a  third  of  their  orig- 
inal price.  JAR  items  routinely  sell  for  twice  what  the  first  buyer  paid. 

Over  the  30  years  he  has  been  making  jewelry,  Rosenthal  has  accumulated  a  tight 
circle  of  friends,  dealers  and  collectors  who  speak  of  him  in  worshipful  tones  and  don't 
answer  questions  without  his  approval.  He  agreed  to  a  meeting  in  Europe,  but  then,  not 


Ellen  Barkin  in  topaz  earrings  (right) 
given  her  by  Ron  Perelman.  A 

diamond  gardenia  ring  (below,  left); 
earrings  made  of  morganite, 
aquamarine  and  diamonds. 
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long  after  a  reporter  stepped  off  the  plane, 
clammed  up  and  became  unavailable, 
owing  to  what  his  assistant  claimed  was  a 
family  emergency. 

Rosenthal,  63,  is  the  only  child  of  a 
Bronx  postal  worker  and  a  biology 
teacher.  He  graduated  from  Harvard  in 
1966,  then  moved  to  Paris,  where  he  met 
his  boyfriend  and  business  associate, 
Pierre  Jeannet,  a  Swiss  psychiatrist.  He 
dabbled  first  in  scriptwriting,  then  needle- 
point, opening  a  tiny  shop  where  he 
experimented  with  unusually  colored 
yarn.  Its  clientele  included  designers  from 
Hermes  and  Valentino.  Rosenthal  one  day 
was  asked  if  he  could  design  a  mount  for  a 
gemstone.  That  sent  his  career  in  a  new 
direction.  After  a  brief  stint  as  a  salesman 
at  Bulgari  in  New  York  he  returned  to 
Paris  in  1977  and  started  designing  pieces 
that  relied  at  first  on  inexpensive  stones 
like  coral,  moonstone  and  minute  colored 


diamonds.  Dealers  would  often  give  him 
an  extra  gem  or  two  on  consignment. 

He  focused  on  pave,  a  technique  for 
setting  small  stones  so  close 
together  that  they  form  a  veri- 
table pavement  of  jewels.  His 
settings  are  so  finely  wrought 
as  to  be  virtually  invisible,  and 
gradations  of  color  progress 
from  subtle  to  vivid.  Unlike 
other  jewelers,  he  uses  a  dark 
metal  alloy  for  the  settings  to 
highlight  the  gems'  color. 

Among  Barkin  s  jewels  is  a 
ring  made  up  of  850  diamonds 
sculpted  to  look  like  a  gardenia  blossom. 
Christie's  is  pegging  it  at  $100,000  to 
$150,000.  Two  other  pieces  exemplify 
what  Rosenthal  calls  "thread"  rings: 
Minute  diamonds  are  set  into  fine  gold 
and  platinum  wires  threaded  around  the 
finger.  In  his  32-carat  apricot-color  dia- 


To  have  and  to  hock: 
inverted-diamond  band 


THE  FORBES  INSIDER:  PEOPLE  YOU  SHOULD  KNOW 


You've  just  arrived  in  Lon- 
don and  want  to  propose 
to  your  girlfriend — astride 
a  white  horse,  at  your 
hotel.  Requests  like  this 
are  commonplace  for 
Thomas  Keatley,  44,  senior 
concierge  at  Claridge's. 

Keatley  started  here  in 
1976  as  a  15-year-old 
page,  running  guest 
errands  and  hand- 
delivering  parcels  all  over 
London.  Thirty  years  later 
he  has  much  of  the  city — 
its  nooks,  crannies  and 
people — memorized.  For 
backup  he  keeps  three  well-thumbed,  leather-bound  address  books  containing 
approximately  2,000  names  and  phone  numbers.  "My  life  is  all  about  perseverance," 
says  this  modern-day  Admirable  Crichton.  "One  request  might  take  20  phone  calls." 

To  get  the  aforementioned  horse,  he  called  nearby  Richard  Briggs  Riding  Stables.  For 
$113  (round-trip)  a  stable  hand  delivered  an  animal  to  the  hotel.  "Timing  was  every- 
thing," says  Keatley,  who  lured  the  fiancee-to-be  from  high  tea  with  a  fictitious 
phone  call,  escorted  her  to  the  hotel  steps,  then  withdrew.  (He  did  not  permit  horse 
and  rider  to  canter  into  Claridge's  tearoom.)  A  request  for  a  last-minute  table  at  the 
Ivy  or  for  two  first-class  seats  on  a  sold-out  British  Airways  flight  may  be  more  com- 
mon but  no  less  daunting.  At  Claridge's,  double  rooms  start  at  $920  a  night;  but,  of 
course,  that  includes  access  to  Keatley.  —  Sophia  Banay 


mond  ring,  the  stone  is  held  in  place  by 
threads  tied  on  either  side  in  delicate  dia- 
mond-shape knots.  An  unset  32-carat 
brown  diamond  might  be 
worth  $400,000  to  $500,000 
wholesale,  says  New  York 
diamond  and  jewelry  dealer 
Eve  Goldberg.  But  this  piece 
will  probably  top  $600,000, 
the  minimum  estimate 
given  it  by  Christie's. 

Another  signature  piece 
the  four-banded  ring  said  to 
be  the  one  that  Perelman 
gave  Barkin  when  they  wed 
in  June  2000.  Its  diamonds  are  mounted 
upside-down,  with  the  V-shaped  base  on 
top.  No  other  designer  would  have  the 
unmitigated  whimsy  to  flip  such  precious 
stones. 

Only  twice  has  Rosenthal  displayed 
his  jewels  to  the  public,  most  recently  in 
London  in  2002.  Four  hundred  pieces  lent 
by  145  JAR  faithful  were  crowded  into 
small  vitrines.  He  insisted  that  the  light 
be  dimmed  and  that  flashlights  be  given 
to  his  guests,  who  groped  and  gaped  theii 
way  from  case  to  case.  After  such  an  expe- 
rience a  customer  might  be  forgiven  foil 
thinking  that  the  jeweler  would  be  doing 
him  a  favor  taking  money  off  his  hands. 

Two  decades  ago  the  JAR  branc 
expanded  into  perfume.  The  fragrance; 
are  sold  from  two  boutiques:  one  in  Paris 
a  stone's  throw  from  Rosenthal's  jewelr) 
shop,  a  second  on  the  lower  floor  o; 
Bergdorf  Goodman  in  Manhattan.  At  th 
Bergdorf  branch,  when  we  visited,  w« 
found  much  mauve  velvet,  a  sepulchra 
hush  and  an  air  of  mystery — but  no  cus 
tomers.  Seven  scents  are  available,  amonj 
them  Jardenia  and  Jarling.  The  perky 
handsome  young  salesman  recites:  "JA1 
does  not  believe  scent  can  be  rationalized 
Fragrance  is  an  emotion."  It  must  be  emo 
tional  to  spend  $325  to  get  an  ounce. 

At  Christie's  the  atmosphere  promise 
to  be  livelier,  given  that  only  62  JAR  piece 
have  ever  sold  there  (only  18  at  Sotheby's) 
How  can  Barkin  bear  to  part  with  ever 
item  fashioned  by  the  man  she  calls  "th' 
single  greatest  jeweler  of  our  time"?  Sh 
can't.  Speaking  to  Women's  Wear  Daily  u 
August,  she  admitted  that  she'd  be  hang 
ing  on  to  one  ring.  I 
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Area  Development 

^b  Hangzhou  Economic  and 
Technological  Development  Area 
(HEDA) 

www.heda.gov.cn 

^  Incheon  Free  Economic  Zone 

www.ifez.go.kr 

Automotive 

^  Jaguar 

www.jaguarusa.com 

Computer/Technology 

^  Fujitsu  Computer  Systems 

Corporation 

,Jb  Huawei  Technologies 

(86  755)  2878  0808 

www.huawei.com 

Consumer  Products/Services 

/9  LG  Electronics 

1-800-243-0000 

www.lge.com 

Enlightened  Business  Traveler 

^5  American  Express 
vvww.americanexpress.com 
■/b  Avantair 
vww.avantair.com 
b  Bombardier  Aerospace 
vww.businessaircraft. 
iombardier.com 


^b  Bombardier  Flexjet 

1-800-FLEXJET 

www.flexjet.com 

^b  Bombardier  Skyjet 

www.skyjet.com 

^b  Cessna 

1-800-4-CESSNA 

www.cessna.com 

v/S  Cirrus  Design  Corporation 

www.cirrusdesign.com 

^fi  CitationShares 

1-800-340-7767 

www.citationshares.com 

^b  Dassault  Falcon  Jet 

1-800-526-7071 

www.falconjet.com 

^  Flight  Options 

1-877-703-2348 

www.flightoptions.com 

^  Marquis  Jet 

www.marquisjet.com 

^  Netjets 

1-877-356-5823 

www.netjets.com 

^b  TAG  Aviation 

www.tagaviation.com 

Financial  Services 

^b  E*TRADE  Financial 

1-800-731-5220 

www.etrade.com 


^  Resources  Global  Professionals 

1-800-900-1131 

www.ResourcesGlobal.com 

Hotels 

^  Island  Shangri-La,  Hong  Kong 

www.shangri-la.com 

^5  Shangri-La  Hotels  &  Resorts 

www.shangri-la.com 

Kansas:  On  Fast  Forward 

^b  AT&T 
www.att.com 

~^b  Baxter  Springs,  Columbus  & 

Cherokee  County 

1-800-874-0383 

www.empiredistrict.com 

^5  Greater  Wichita  Economic 

Development  Coalition 

www.gwedc.org 

^b  Kansas  Department  of 

Commerce 

www.kansascommerce.com 
^b  Wichita  State  University 
www.wichita.edu 
^  YRC  Worldwide 
yrcw.com 

Travel 

^b  Singapore  Airlines 

1-800-742-3333 

www.singaporeair.com 
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The  fastest 
to  learn  a  language. 
Guaranteed^ 


Award-winning  software  successfully  used  by  U.S.  State  Department 
diplomats,  Fortune  500®  executives  and  millions  of  people  worldwide. 

Finally,  a  different  approach  that  has  millions  of  people  talking.  Using  the 
award-winning  Dynamic  Immersion1"  method,  our  interactive  software  teaches 
without  translation,  memorization  or  grammar  drills. Combining  thousands 
of  real-life  images  and  the  voices  of  native  speakers  in  a  step-by-step  immersion 
process,  our  programs  successfully  replicate  the  experience  of  learning  your 
first  language.  Guaranteed  to  teach  faster  and  easier  than  any  other  language 
product  or  your  money  back.  No  questions  asked. 

Rosetta  Stone  is  available  for  learning: 

Arabic  ■  Chinese  •  Danish  •  Dutch  •  English  •  Farsi  •  French  •  German  •  Greek  •  Hebrew  •  Hindi 
Indonesian  •  Italian  •  Japanese  •  Korean  •  Latin  •  Pashto  •  Polish  •  Portuguese  ■  Russian 
Spanish  •  Swahili  ■  Swedish  -Tagalog  -  Thai  -  Turkish  -  Vietnamese  -  Welsh 


"Stupendous...  the  juxtaposition 
of  text,  sound  and  picture  was 
masterful.  The  quality  of  both 
sound  and  graphics  was  first  rate." 

The  Boston  Globe 


I  SAVE 
10% 


Your  Price 
Level  1  CD-ROM  $175.50 
Level  2  CD-ROM  J&ttr  $202.50 
BEST  VALUEI 

Level  1  &  2  Set       4*29"    $296.1 0 

Personal  Edition.  Solutions  for  organizations  also  available. 

Call  today  or  buy  online 
for  a  10%  discount. 

RosettaStone.com/fbs1 06 
1-800-399-6162 

Use  promotional  code  fbs106  when  ordering. 


Rosett 

Language  Learning 


ta  Stone 

]   •  Success 


Working  Capital 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax) 


REGENT 

SEVEN  SEAS 

All-inclusive  Luxury 


Best  Prices  &  Service 
1-800-747-5670 


Forbes 

Business  Classified 
For  Advertising  Information 
and  Rates  Contact: 
Media  Options 
1-800-442-6441 

mediopt@aol.com 


NATIONAL  WATCH  &  DIAMOND 
•  BUY  •  SELL  .  TRADE 


OVER  300  PRE-OWNED 

ROLEX  IN  STOCK 
also  Cartier,  Breitling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

_  800-8:WATCHES 

Visit  Our  Web  Site:  nationalwatch.com 

81  h  &  Chestnut  Strtets,  Pbilo  ,  PA  nwd  b -k* Ad i*> 


Forbes 

Subscriber 
Service 


To  plan  your  order,  to  renew, 
change  your  address  or 
other  customer  service, 
visit  our  site  at.... 
www.forbes.com/customerservice 

orcall...800-888-9896 


You  can  charge  your  ad 
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Gallart.com 

Buy/Sell  Fine  Art 
305.932.6166 

20633  Biscayne  Blvd.  Aventura,  FL  33180 


Joint  Venture 


SEEKING 
JOINT  VENTURE 


1-800-GET-BIDS 
www.GetBids.com 


GEMSTONES 


The  Saint  Hart  Gallery,  LTD. 
Precious  Gemstones 
and  Objets  d' Art 
Serving  Our  Precious  Clients  Since  1926 
www.SaintHart.com 
1-800-833-GEMS  (4367) 

Investment  Gemstones -Museum  Quality.  Rare  Collector  Pieces 


Business  Services 


WE  TEST  SALES  PEOPLE 


Web  based  test  that 
quickly  identifies  the  winners. 
Accurate,  customized, 
automated,  economical. 


Forbes 


Forbes 


SUM  DUNK  INVESTING  IN  OIL 

Curtis  Hesler,  Editor  of 
Professional  liming  Service,  re> 
ommended  Enerplus  Resource 
(ERF)  at  $17.  It's  now  $43,  an 
still  pays  a  10%  dividend.  He 
believes  that  there  are  4  majc 
opportunities-crude  oil,  gold, 
stocks  and  bonds-that  will  ma 
and  break  millionaires,  Subscrit 
today  and  get  his  free  special 
report,  Oil:  Slam  Dunk  Invesbn 
for  Income  &  Capital  Gams. 
Call  toll  free  1-877-733-7876 1 
www.forbesnewsletters.com/p1 
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fnsure.com 

Auto 

Life 

Health  Home 

EZJ  Wew  instant  quotes  —  over  200  companies! 

0  Buy  from  the  company  of  your  choice 

0  A  quick  and  easy  way  to  shop  for  insurance 

Life  insurance  rates  drop  to  all-time  lows 


Monthly  Rates  for  Females 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

35 

$21 

$44 

$84 

40 

$30 

$66 

$125 

45 

$47 

$110 

$214 

50 

$70 

$168 

$331 

55 

$107 

$260 

$514 

60 

$158 

$388 

$771 

65 

$257 

$637 

$1,269 

70 

$419 

$1,041 

$2,078 

Monthly  Rates  for  Males 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

35 

$21 

$44 

$84 

40 

$30 

$68 

$131 

45 

$47 

$110 

$214 

50 

$75 

$179 

$353 

55 

$124 

$301 

$597 

60 

$198 

$486 

$967 

65 

$414 

$1,027 

$2,050 

70 

$651 

$1,619 

$3,233 

Also  available:  15,  20,  25  and  30  year  level  plans 


"The  premier  Web  site  in  terms  of  details  and  ease  of  use, 
(best  of  all,  it's  free)"  —  Yahoo'  FINANCE 

"...we'd  recommend  you  do  your  insurance  shopping 
here..."     Barron  V 

"New  source  for  best  buys  in  insurance.  One  way  to  get 
to  know  the  market."  —  Kiplinger  V  Personal  Finan*  < 

"...provides  rock-bottom  quotes  for  life  insurance... 
this  site  is  flush  with  useful  features."     Forbes  i  om 


"A  godsend  for  those  who  are  shopping  around  for  the 
best  deal  in  insurance."  —  Independent  Business 

"The  best  Web  site  I've  found..."     77k?  Dallm  Morning  News 

"...outstanding  -  as  good  as  a  Web  site  on  insurance  can 
possibly  be.  Hats  off  and  a  gold  star  to  the  top  insurance 
site  on  the  Web."  —  Insurance  for  Dummies 

"This...  solution  has  value  for  those  who  prize 
immediacy  and  privacy."     U.S  Vews  &  World  Report 


visit  insure.com 

^  Or  call  1-800-441-0072  for  FREE  quotes  and  advice 

Ad  Code:  FORBS  10/06 


NOTE  The  sample  10-year  term  life  Pennsylvania  rates  shown  above  are  not  specific  to  any  individual  person  or  insurer  Please  call  1-800-441-0072 
or  visit  wwwinsure.com  to  obtain  personal  quotes  specific  to  your  health  history  profile.  Copyright  ©  1984-2006  Quotesmith.com,  Inc  ,  8205  South  Cass 
Avenue.  Suite  102.  Darien,  Illinois,  60561.  All  rights  reserved  CA  agent  #0A13858,  LA  agent  #200696.  MA  agent  #333509159.  Quotesmith.com,  Inc. 
dba  Insure  com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA  under  agent  #205078  Quotesmith  com,  Inc  dba  Insure  com  Insurance 
Services.  Inc.  in  UT  under  agent  #90093.  Quotesmith  com  dba  Insure  com  and  Life  Quotes,  Inc.  in  CO. 


Office  Furniture 


Dali  Prints 


*  FAST,  FREE  DELIVERY  FROM  80 
DISTRIBUTION  CENTERS  CO/VST  TO  COAST 

*  LOWEST  PRICES  GUARANTEED  * 

*20  YEARS  EXPERIENCE 


• ,  Extensive  Online  Catalog 

Including  Desks,  Chairs,  Files,  Tables  &  Bookcases 


Setting  the  Standard  for  Online  Office  Furniture 

_  PLANET 

f[\    OFFICE  FURNITURE 

www.PlanetOfficeFurniture.com 


^1-866-380-4978 


Authorized  Online  Dealer  for 


ck  Pain 


Wailea  Beach  Villas  Maui 


BACK  PAIN? 

m 

CALL  TOL 

FREE  information  on 
TEED  seat  and  back  supports. 

Posture  Education 

www.postureeducation.com 

Luxury  Private  C 
Vacation  Homes  ~y 
Open  Thanksgiving 
R  Christmas  &  New  Years!  ft 

I  L 
wwui-TropicaWilldVacaliom .  com 

888.875-2818  ext  206  or  202 


Forbes 

Business  Classified 


ornes 


<£9 


For  Advertising  Information  and  Rates  Contact: 
Media  Options: 
1-800-442-6441 
mediopt@aol.com 


RARE  DALI  PRINTS 

If  you  own,  or  are  considering  the  purchase 
of  a  Salvador  Dali  print. . . 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Each  print  is 
fully  documented  by  Albert  Field,  curator  of 
the  Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  Salvador  Dali:  A 
Retrospective  of  Master  Prints,  is  a  must  for 
anyone  interested  in  works  signed  by  Dali. 
Call  now  and  we  will  rush  you  a  free  copy  of 
"The  Salvador  Dali  Collector's  Newsletter". 
($15  per  issue) 

I-(800)-275-3254 

ask  for  Dept.  FM 

31103  Rancho  Viejo  Rd.  #  2-193,  San  Juan  Capistrano,  CA.  92675 
http://www.daligallery.com  .  FAX  949-373-2446 


...old  slot  machines.  Wurlitzer  jukeboxes,  nickelodeons,  music  boxes  and  relate 

devices.  We  also  distribute  the  new  Wurlitier  1015  in  CD  or  45-rpm  format. 

Call  or  write  for  a  brochure. 
Zygmunt  &  Associates,  P.O.  Box  542,  Westraont,  IL  60559 

Phone:  (630)  985-2742;  Fax:  (630)  985-5151 
www.zygmuntonline.com    e-mail:  zygml015@aol.com 


Forbes 

Subscriber 
Service 


To  plan  your  order,  to  renew, 
change  your  address  or 
other  customer  service, 
visit  our  site  at .... 
www.forbes.com/customerservice 

orcalL.800-888-9896 


.  legal  Services 


ASSET  PROTECTI 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Bank , 

•  Maximum  Privacy 

•  Tax  Savings 

•  Estate  Planning 

•  Global  Investments 


Steven  Sears,  CPA  •  Attorney  at 
949-262-1100  •www.searsatty.com 


You  can 
Charge  your  ad 
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Exercise  in  exactly  4  minutes  per  day 

Winner  of  the  1991  Popular  Science  Award  for  the 
"Best  of  What's  New"  in  Leisure  Products 


ROM  •  MANUFACTURED  IN  CALIFORNIA  SINCE  1990 


TIME  IS  II  Over  92%  of  people  who  own  exercise  equipment 
and  88%  of  people  who  own  health  club  memberships  do  not 
exercise.  A  4  minute  complete  workout  is  no  longer  hard  to 
believe  for  all  the  people  who  since  1990  have  bought  our 
excellent  Range  of  Motion  machine  (ROM).  Over  97%  of 
people  who  rent  our  ROM  for  30  days  wind  up  purchasing  it 
based  upon  the  health  benefits  experienced  during  that  tryout, 
and  the  ROM  performance  score  at  the  end  of  each  4  minute 
workout  that  tells  the  story 


of  health  and  fitness 
improvement.  At  under  20 
cents  per  use,  the  4  minute 
ROM  exercise  is  the  least 
expensive  full  body  complete 
exercise  a  person  can  do. 
How  do  we  know  that  it  is 
under  20  cents  per  use? 
Over  90%  of  ROM  machines 
go  to  private  homes,  but  we 
have  a  few  that  are  in 
commercial  use  for  over  12 
years  and  they  have  endured 
over  80,000  uses  each, 
without  need  of  repair  or 
overhaul.  The  ROM  4  minute 
workout  is  for  people  from 
10  to  over  100  years  old  and 


highly  trained  athletes  as  well.  The  ROM  adapts  its  resistance 
every  second  during  the  workout  to  exactly  match  the  user's 
ability  to  perform  work.  It  balances  blood  sugar,  and  repairs 
bad  backs  and  shoulders.  Too  good  to  be  true?  Get  our  free 
video  and  see  for  yourself.  The  best  proof  for  us  is  that  97% 
of  rentals  become  sales.  Please  visit  our  website  at: 
www.FastExercise.com.   


'  ROM  is  the  best 
time  management 
tool  ever. " 


The  typical  ROM  purchaser  goes  through  several  stages: 

1.  Total  disbelief  that  the  ROM  can  do  all  this  in  only  4  minutes. 

2.  Rhetorical  (and  sometimes  hostile)  questioning  and  ridicule. 

3.  Reading  the  ROM  literature  and  reluctantly  understanding  it. 

4.  Taking  a  leap  of  faith  and  renting  a  ROM  for  30  days. 

5.  Being  highly  impressed  by  the  results  and  purchasing  a  ROM. 

6.  Becoming  a  ROM  enthusiast  and  trying  to  persuade  friends. 

7.  Being  ignored  and  ridiculed  by  the  friends  who  think  you've  lost  your  mind. 

8.  After  a  year  of  using  the  ROM  your  friends  admiring  your  good  shape. 

9.  You  telling  them  (again)  that  you  only  exercise  those  4  minutes  per  day. 
10.  Those  friends  reluctantly  renting  the  ROM  for  a  30  day  trial. 

Then  the  above  cycle  repeats  from  point  5  on  down. 

The  more  we  tell  people  about  the  ROM  the  less  they  believe  it. 

From  4  minutes  on  the  ROM  you  get  the  same  results  as  from  20  to  45 
minutes  aerobic  exercise  (jogging,  running,  etc.)  for  cardio  and 
respiratory  benefits,  plus  45  minutes  weight  training  for  muscle  tone  and 
strength,  plus  20  minutes  stretching  exercise  for  limberness/flexibility. 


Anthony  Robbins 


Motivational  speaker  Anthony 
Robbins  calls  the  ROM  a  fan- 
tastic time  management  tool. 
He  owns  3  ROM  machines:  one 
at  his  home,  one  at  his  resort  in 
Fiji,  and  one  that  travels  with 
him  to  all  his  seminars. 


Order  a  FREE  DVD  or  video  from  www.FastExercise.com  or  call  (818)  787-6460 

Factory  Showroom:  ROMFAB,  8137  Lankershim  Blvd.,  North  Hollywood,  CA  91605 
Fax:  (818)  301-0319  •  Email:  sales@FastExercise.com 


RENT  A  ROM  FOR  30  DAYS.  RENTAL  APPLIES  TO  PURCHASE. 
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Luxury  Yachting 


v  Rent  A  Greek 
Cruising  Palace 


Coins 


LIMITED-TIME  OFFER 


Former-Rarity 
1902-0  Morgan 
Silver  Dollar  BU 

Only  s39 


for  New 
Customers 


You'd  pay  $78  in  a  competitor's 
catalog.  Before  the  last  U.S. 
Treasury  releases  in  the  early 
1960s,  this  New  Orleans  Mint 
legend  sold  for  over  a  hundred 
pre-inflation  dollars.  Brilliant 
Uncirculated.  ONLY  $39  (#10593), 
Limit  1.  NO  UNORDERED 
COINS  SENT.  Add  $2  postage. 
30-Day  No-Risk  Home 
Examination:  Money-Back 
Guarantee.  To  order  by  credit 
card  call  toll-free.  Or  send  a  check 
or  money  order  to: 
International  Coins  &  Currency 
62  Ridge  St.,  Dept.  4736 
Montpelier,  VT  05602 

1-800-451-4463 
Order  at  www.iccoin.net 
 ( many  more  great  deals) 


Am 


Closet  Manufacturing^ 

Franchise  Opportunity 

Leading  Closet  and  Home  Organizing  Company  in  the  U.S. 


n  Closets,  Garage  Cabinets,  Home  Offices,  Pantries,  Laundries  and  more.. 


No  industry  experience  required 

23  years  Industry  experience  and  success 

Proven  business  model 

Excellent  train  ing  with  ongoing  support 

Rated  » 1  by  Entrepreneur  Magazine 


Closets 


byDesign 


Call  for  Information  (800)  377-5737 
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Subscriber 
Service 


To  plan  your  order,  to  renew, 
change  your  address  or 
other  customer  service, 
visit  our  site  at.... 
www.forbes.com/customerservice 

orcaiL.800-888-9896 


And  sail 
among  the 
,000  Greek 
islands 


Founded  In  1969 


THEN  YOU  CAN  SELECT  YOUR  OWN 
ENVIRONMENT,  YOUR  OWN  SCENERY,  YOUR  OWN  ISLAN 
Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (for  4  to  200  guests 
from  60'  to  490'  and  $  1 ,500  to  $200,000  per  day  for  entire  yacht  with 
its  full  crew)  from  VALEF  YACHTS,  agents  for  the  largest  fleet 
of  brewed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 

BUT 

•  You  can  plan  your  own  itinerary  with  your  own  captain 
•  Your  food  with  your  own  chef 
•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 
to... pamper  you. 

VALEF  YACHTS  LTD. 

International  Headquarters:  7254  Fir  Rd.,  P.O.B.  385,  Ambler,  PA  19002  U.S.A. 
Tel: (215)641-0423  '(800)223-3845  •  Fax: (215)641-1746 
E-mail:  INFOO  VALEFYACHTS.com  •  Website:  VALEFYACHTS.com 


Office  Furniture 


Business  Opportunist 


Premium  Ergonomic  Task  Seating 

Special $389*} 

Full  features,  mesh 
back,  cradle  lumbar  support 
Free  shipping  for  a 
limited  time. 

www.e-chairusa.com 


©  chairUSA  866-4-74-8748 


Business  Opportunities 


Why  do  You  Need 
to  Own  a 
Private  Bank? 

Free  Report 

800-733-2191 
WBC 

est.  1991 


BUSINESSES  FOR  SALE 


International  Investment  Banking  Firm 
has  Middle  Market  Businesses  for  Sale 

GW  EQUITY 

Mergers  A  Acquisitions 
877-213-1792 


www.GWEQUITY.com 


LAWSUIT  PROTECTION 


Neveda  Corps.  /  $10  plus  fees 
Domestic  or  Offshore  Solution 
Asset  Protection  Trusts 

800-710-0002 

Visit  www.Assetprotection.con 


Partner  Wanted 

3500  DOMAIN  NAME: 

Purchased  In  1992 -  1998 


Established  International  Domain  Name  Brok 
with  Largest  Portfolio  of  Global  Domain  Nam 
(3500  Dot  Com  Names)  Seeking  New  Partne> 
Replace  Existing  Partner  New  Partner  Buys  ii 
1992  Pnces  of  $200/Name  Names  Currentl 
Appraised  at  $2,000  and  Up  Each. 
Ted  Hens  Limited  1-800-TED-HENS  (1-800-833-4: 
www.tedhens.com  theodore@tedhens.coi 


#1  HOMEBUSINESS-PERIO 

Get  Fads  NOW!  Don't  Lose  Your  Dre; 
Award  Winning  Giant  is  Creating  $$$ 
Featured  on  CNN! 
Ride  the  Wave  to 
Financial  Freedom  With  Us! 

www.easy1mil.us 


B  u  s 
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Bank  Finance 


Bank  Says  'NO'?... 
We  Say  'YES 'I 

Get  the  Line  you  need  (min  $50K). 
No  hassles.  No  gimmicks. 
No  audits.  Personalized  service. 
Very  affordable.  No  upfront  fees. 
We  are  not  Brokers. 

Mr.  Weil  (CEO)  800-499-6179 

www.4capitalsolutions.com 
(only  B2B;  sorry,  no  Real  Estate  loans) 


ForbeS>  ' 


The  Forbes  Stock  Market  Course 


The  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a 
perfect  gift  for  family  and  friends 
...for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  io  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine 
you  are  invited  to  take  advantage  of 
a  special  price  of  just  $99.95 
(save  $50  off  the  regular  $149.95  price.) 

Go  to  www.forbEsinc.com/smc4  and  place  your 
order  now  or  call  1-800-429-0106  and  give  the 
operator  a  special  savings  code  of  S3Q05 


Newsletter 


TTHE  WORLD  IS  SHRINKING!! 


Nanctechnology  is  changing  our  world 
...  our  dothes,  the  military,  science, 
autos,  medical  technology ...  every- 
thing! Its  tie  irrvestrnent  opportunity 
of  a  lifetime  for  those  who  buy  tomor- 
row's superstars  today.  The  monthly 
Forbes/Wolfe  Nanotech  Report 
puts  you  on  the  nght  side  of  history, 
separates  the  true  leaders  from  the 
overhyped.  Subscribe  risk-free  at  just 
$195.  Save  67.5%  and  get  2  valuable 
Free  Reports.  Satisfaction  guaranteed 
by  Forbes.  Call  800-523-7967  or  go 
to  www.forteswolfe.com/irb. 
Please  use  savings  code  JN5SAVE 


To  plan  your  order,  to  renew, 
change  your  address  or 
other  customer  service, 
visit  our  site  at.... 
www.forbes.com/customerservice 

orcall...800-888-9896 
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ROCK  AND  ROLL  HISTORY 

FOR  SALE 

Rare  Signed  Art  Released  to  the  Public 

■  Elvis  ■  Beatles  ■  Stones  ■  Zeppelin  ■  Hendrix  -  and  more 

FREE  Catalog  1 877  601-ROCK 

www.signedrock.com 


Capital  Available 


Rent  a  villa  in 


For  a  free  M.  I 
catalog  call: 

800  280  2811 


Italy 


www.parkervillas.com 


Luxury  Real-Estate 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC.  772-546-7813 


estments 


COSTA  RICA 

Lake  Arenal 
Lakeview  Homes  from  $150,000 

Gated  community.  Clubhouse, 
Equestrian  Center,  Trails, Waterfalls, 
Wind  &  Kite  Surfing.  Virgin  Forest. 
VACATION  RENTALS  AVAILABLE 

Free  DVD. 

Investor's  packages  available. 

U.S.  Toll  free  1-866-743-9363 

www.costariciilakeaiidheayh.com 


You  don't  have  to  win  the 

to  make  it  in  today's 
Thoroughbred  industry. 
Visit  us  online  to  discover  the 
benefits  of  owning/breeding 
Thoroughbreds.  Mares  by 
Seattle  Slew,  Affirmed  and 
Storm  Cat  available .  Solid 
approach  to  the  Sport  of  Kings. 


You  can  charge  your  ad 
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On  the  Business  of  Life 


John  Kluge  can  write  a  check  for  $2  billion  or  so  and  not  have  it  bounced.  Most  anyone  else  couldn't 
do  that  and  not  be  Certified — as  looney.  Does  anyone  who  knows  John  think  this  canny,  twinkling, 
happy  lad  is  going  to  spend  the  rest  of  his  years  savoring  his  liquidity,  sitting  on  his  pile, 
philosophically  ruminating  as  he  whacks  golf  balls  and  dances  daily  into  dawn's  wee  hours?  John's  having 
a  ball  discovering  how  much  other  than  business  fun  there  is  in  living.  But  it  won't  be  long  before  he  knows 
anew  that  there's  no  fun  like  the  fun  of  doing  and  mattering.  MALCOLM  S.  FORBES  (1986) 


A  few  thoughts  from  Forbes  400  members 
past  and  present: 


Living  in  a  world  where  everything  is 
changing  constantly,  you  learn  to  change. 

— K.  RAM  SHRIRAM 


On  his  habit  of  playing  his  Steinway 
grand  piano  every  night  at  midnight: 
A  great  piece  of  music  can  take  you  to  a 
place  that  is  pretty  powerful  and  positive. 

—BRUCE  KOVNER 


About  our  400s  list:  You  guys  make  things 
up  about  people  every  year,  so  you  can 
keep  making  things  up  about  me. 

—MICHAEL  PRICE 


I'm  not  finished,  because  I'm  still  curious. 

—BARRY  DILLER 


Natural  resources  and  oil  have  been  good 
to  me,  but  the  big  money  to  be  made  in 
those  sectors  is  all  over. 

—RICHARD  RAINWATER 


My  main  hobby  is  working.  I  love  what 
I  do. 

—CARL  LINDNER 


On  horse  racing: 

There's  ten  disappointments  to  every  one 
joy  in  the  horse  business. 

—JESSE  MACK  ROBINSON 


We  have  three  baskets  for  investing:  yes, 
no,  and  too  tough  to  understand. 

—CHARLES  MUNGER 


If  you  keep  the  turkeys  out  of  your  life, 
then  good  things  can  happen. 

—ROBERT  KRAFT 


I've  always  had  the  courage  to  take 
advantage  of  opportunities  when  they 
come  my  way. 

—JAMES  SORENSON 


Lesson  learned  as  infantryman  in 
World  War  II:  Stay  the  hell  out  of  war! 

— S.  DANIEL  ABRAHAM 


I'm  forever  raising  the  high  bar  and 
breaking  my  neck  to  clear  it. 

—JOHN  KLUGE 


Living  in  paradise  [Hawaii]  has  a  lot  of 
thorns.  We  go  out  to  dinner  maybe  three 
times  a  year.  We  can't  afford  it.  We  get  our 
meat  from  the  mountains. 

—BRUCE  ROBINSON 


On  Bill  Gates: 

He  may  be  the  smartest  guy  I've  ever 
met.  But  I  don't  know  what  those  little 
[computer]  things  do. 

—WARREN  BUFFETT 


The  nice  thing  about  having  people  make 
money  is  that  they  don't  stick  around 
unless  they  want  to.  It  is  a  nice  filtering 
process. 

—STEVE  BALLMER 


We  can't  take  our  eye  off  the  ball,  because 
if  we  lose  it,  we'll  have  a  bitch  of  a  time 
getting  it  back. 

—PHILIP  KNIGHT 


Secrecy  is  success.  Success  is  secrecy. 

—FRED  LENNON 


A  Text ... 


The  rich  and  poor  meet  together: 
the  Lord  is  the  maker  of  them  all. 

—PROVERBS  22:2 


Sent  in  by  Jacqueline  Durgin,  Poultney,  Vt. 
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The  first  ever  Patek  Philippe 
self-winding  Chronograph  with  innovative 

6o-minute  and  12-hour  mono  counter 
is  combined  with  the  patented  Annual 

Calendar  and  housed  in  a  platinum  < 
case  with  sapphire  crystal  back.  Ref.  5960P. 
Tel:  (1)  212  218  1240.  www.patek.com 
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BURLINGAflE  PUBL  LIB       nr.T  . 
480  PRIMROSE  RD  OCT  -  1  2006 

BURLING AME  CA  34010- 


LIBRARY 


You're  finally  getting  your  enterprise 
information  under  control. 

NOW,  YOUR  MOBILE  USERS  WANT 
TO  ACCESS  IT  ON  ANY  DEVICE. 


When  businesses 
;et  serious  about 

INFORMATION 

MOBILITY 

they  get  Sybase. 


Ready  to  get  serious  about  mobilizing  your  enterprise?  Choose  the  company  that  81  of  Fortune  100  organizations 
rely  on  to  securely  deliver  decision-ready  information  to  the  point  of  action  while  giving  you  the  IT  control  you  need: 
Sybase.  Leveraging  proven,  industry-leading  software,  our  powerful,  new  Information  Anywhere®  Suite  provides 
modular  components  for  email/PIM,  heterogeneous  device  management  and  security,  and  enterprise  application 
enablement.  So  if  you're  ready  to  make  the  Unwired  Enterprise  a  reality,  Sybase  can  help  you  deliver  some  serious 
results.  To  learn  more,  visit  www.sybase.com/getserious3 


Copyright  ©2006  Sybase,  Inc.  All  rights  reserved.  Sybase,  the  Sybase  logo,  and  information  Anywhere  are  trademarks  of  Sybase,  Inc 
®  indicates  registration  in  the  United  States  of  America.  All  product  and  company  names  are  trademarks  of  their  respective  owners 
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On  his  way  to  work, 
Brian  started  to  think 
about  how  changing 
applications  could 
dramatically  speed 
up  product  design. 

Right  after  that,  a 
server  overheated 
and  he  spent  the  day 
shopping  for  fans. 

Set  IT  free 


tern  Enclosure  with  BL460c  and  BL480c  server  blades 


Dual  Core  is  a  new  technologv  designed  to  improve  performance  of  multithreaded  software  products  and  hardware-aware  multitasking  operating  systems  and  may  require  appropriate  operating  system  software  for  full 
benefit;  check  with  software  provider  to  determine  suitability:  not  all  customers  or  software  applications  will  necessarily  benefit  from  use  of  this  technology.  Intel's  numbering  is  not  a  measurement  of  higher  performance! 
1 .  Based  on  internal  HP  testing  of  similarly  configured  rack  and  blade  servers  running  identical  tests. 


ntroducing  the  HP  BladeSystem  c-Class,  powered  by  the  Dual-Core  Intel®  Xeon®  Processor.  Give  your  IT 
department  the  freedom  to  spend  less  time  on  day-to-day  operations  so  they  can  focus  more  time  on 
Dursuing  innovations  for  the  company.  The  new  HP  BladeSystem  comes  equipped  with  features  like  Thermal 
.ogic  Technology,  which  manages  power  and  cooling  without  sacrificing  performance,  so  your  company  can 
deliver  power  savings  of  up  to  40  percent  or  more  versus  rack-mount  servers1 .  And  money  saved  is  money  that 
:an  be  reinvested  into  more  innovations  for  your  company.  Just  imagine  the  possibilities  when  you  set  IT  free. 


Call  1-866-356-6091  * 
Visit  hp.com/go/setlTfree5  or  contact  your  local  reseller  to 
learn  more  about  how  the  BladeSystem  can  help  your  business.  I 


htel,  the  Intel  Logo,  Xeon  and  Xeon  Inside  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries  The  information  contained  herein  is  subject  to  change 
Vithout  notice.  ©  2006  Hewlett-Packard  Development  Company,  L  P 
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The  Tourbillon  Watch 


The  Tourbillon  s  regular 
rotational  movement  cancels 
the  effects  of  gravity. 


On  the  7th  of  Messidor,  Year  9  ( June  26,  1801 ),  the 
Ministry  of  the  Interior  of  France  awarded  Breguet 
a  patent  for  a  new  type  of  regulator  called 
Tourbillon,  whereby  the  entire  escapement  of 
a  watch  movement  was  subjected  to  permanent 
regular  rotation.  Cancelling  the  effects  of  gravita- 
tional attraction,  his  ingenious  system  pro- 
vided at  the  time  exceptional  precision.  Today, 
we  take  pride  in  perpetuating  Breguet  s  legen- 
dary brainchild  with  a  variety  of  Tourbillon 
designs,  including  this  Grande  Complication 
wris/wa/ch  in  yellow  gold  with  self-winding 
movement,  engraved  by  hand,  featuring  a  small  seconds 
hand  on  the  Tourbillon  shaft.  Its  silver-plated  gold  dial  is 
engraved  by  hand  on  the  rose  engine.  Off-centred  chapter 
ring.  Centre  minute  hand.  Sapphire  caseback. 


Exploded  view  of 
the  Tourbillon's 
rotating  carriage 
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Invented  by  Breguet.  the 
Tourbillon  Watch  is  today 
over  200  years  old. 


Breguet  Boutique,  779  Madison  Avenue,  New  York,  (212)  288-4014 
Breguet  Boutique,  280  North  Rodeo  Drive,  Beverly  Hills,  (310)  860-9911 

www.breguet.com 
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Dog  Tricked 
00:34 

here  is  a  dog  tricked  by  a  pe 
Tags:  dog  tricked  person 
Added  4  months  ago  in  Categ|| 
From:  Davidq007 
Views:  3,930 

16  ratings 


What's  in  Storage 

THANK  YOU,  SILICON  VALLEY,  FOR  DELIVERING  A  210-MILLION- 
fold  increase  in  storage  density.  Seagate  Technology  jusj 
announced  a  disk  that  can  pack  421  billion  bits  in  a  square  inch 
up  from  the  2,000  bits  in  a  first-generation  hard  drive  from  IBM 
half  a  century  ago.  And  what  has  society  derived  from  this 
accomplishment?  The  junk  video  industry. 

Read  Scott  Woolley  s  account  on  page  100  of  the  bafflingl), 
successful  YouTube.  This  outfit  consists  of  a  repository  of  8  mil- 
lion videoclips,  most  of  them  made  by  amateurs  and  99% 
of  them  not 
worth  even  five 
seconds  of  your 
time.  There's 
room  for  more. 
Because  disk 
storage  is  plen- 
tiful and  cheap, 

YouTube  will  be  happy  to  take  your  unedited  rubbish.  Some  ol 
the  repertory  is  drawn  off  television  and  is  therefore  potentially 
consequential  or  entertaining,  but  not  much.  Search  "Clinton. 
Osama"  and  you'll  get  a  few  dozen  clips;  search  "dog  trick"  and 
you  get  39  times  as  many. 

And  yet  people  can't  stop  looking  at  this  stuff.  The  YouTube 
phenom  would  be  comprehensible  if  the  site  enabled  a  surfer  ta 
get  quickly  to  a  library  of  the  ten  cleverest  TV  ads  of  all  time,  say 
or  the  five  funniest  home  videos  of  the  year.  But  unless  a  friend 
sends  you  a  link  to  a  particular  item,  you  are  likely  to  be  served 
up  something  random. 

I  have  a  certain  bias,  namely,  the  notion  that  raw  content  and 
delivery  account  for  only  part  of  a  media  enterprise's  value;  some 
value  lies  in  its  editing  and  filtering.  You  pay  your  newspaper 
publisher  not  just  for  printing  news  stories  but  also  for  printing 
only  the  good  ones.  It  is,  moreover,  hard  for  journalists  to  accept) 
the  fact  that  journalism  in  its  highest  reaches  matters  less  than 
mundane  information.  The  New  York  Times  Co.  strives  mightily 
to  be  of  consequence  (it  says  in  a  press  release  that  its  "core  pur- 
pose is  to  enhance  society"),  but  the  revenue  of  this  corporation 
is  scarcely  half  the  collective  revenue  of  the  country's  weekly 
newspapers.  In  economic  heft,  Osama  is  smaller  than  school- 
lunch  menus. 

In  a  short  time  YouTube  and  its  competitors  will  smarten  upi 
their  searching  and  filtering  capabilities.  But  even  then  their  starsi 
won't  bear  any  resemblance  to  Edward  R.  Murrow.  The  big  pay- 
off for  Internet  videoclips  will  be  in  things  like  a  sports  car  demo,, 
an  installation  manual  for  an  air  conditioner,  or  maybe  a  tutorial 
on  dog  tricks. 
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Jelivering  the  essentials  of  life. 

EZ  provides  sustainable  and  innovative  solutions  in  energy  and  environment  to  meet  the  unique  needs  of 
stomers  around  the  globe.  With  2005  revenues  of  $49.1  billion,  SUEZ  currently  ranks  among  the  top 
0  corporations  in  the  world. 

the  US,  SUEZ  Energy  North  America  is  a  leading  player  in  Liquefied  Natural  Gas  (LNG),  serving  over  20% 
New  England's  natural  gas  demand.  It  is  also  the  4th  largest  retail  electricity  provider,  meeting  the  needs 
12,000  business  sites,  as  well  as  being  an  independent  power  producer  with  more  than  5,500  MW  of 
leration  capacity. 

ditionally,  United  Water  provides  water  and  wastewater  services  to  7  million  people  in  the  US  every  day. 

th  over  150  years  of  experience,  SUEZ  integrates  nature  and  technology  to  fulfill  its  mission  of  delivering  the 
;entials  of  life  to  businesses  and  individuals. 


zv.suezenergyna.com 
w.unitedwater.com 

vw.suez.com 
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Readers  Say 
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Creative  Destruction 

We  are  a  country  of  inventors,  yet  "Zapping  the  Competition"  (Oct.  2,  p.  44) 
seems  to  want  to  remove  incentives  for  people  to  create  new  products.  Your 
depiction  of  Rambus  as  the  bad  guy  in  the  saga  of  patents  and  standard-setting 
organizations  is  just  inappropriate.  The  FTC's  chief  judge  cleared  Rambus  of 
the  charges  you  describe,  yet  commissioners  on  the  politicized  FTC  voiced 
their  personal  opinions,  ignoring  their  own  judge. 

You  say  that  Rambus  engineers  played  dirty  by  amending  their  patent 

applications  after  they  were  filed.  Patent 
law  allows  the  patent  claim  to  be  modi- 
fied after  it  is  filed.  Would  you  prefer 
that  the  creativity  coming  from  a  com- 
pany like  Rambus  originate  outside  this 
country,  where  so  much  of  our  manu- 
facturing is  already  heading?  Creativity 
is  critical  to  our  economy.  Taking  away 
incentives  for  people  to  create  dimin- 
ishes the  nations  vitality. 

E.J.  DOYLE 
Thousand  Oaks,  Calif. 


Freelance  Politics? 

"The  Democrats'  Little  Tax  Secret" 
(Oct.  2,  p.  48)  states  that  the  Justice 
Department  has  hired  a  researcher  from 
Public  Citizen  "to  help  make  the  case 
against  the  Democratic  Leadership 
Council."  We  want  to  clarify  that  the 
researcher,  who  is  an  expert  in  the  field 
of  nonprofit  electioneering,  was  hired 
as  an  independent  contractor,  and  only 
to  prepare  factual  information.  No 
government  money  was  directed  to 
Public  Citizen  for  this  purpose,  and 
no  Public  Citizen  facilities  or  resources 
were  used  in  any  way.  Public  Citizen  has 
a  longstanding  policy  that  we  accept  no 
government  or  corporate  funding — that 
policy  has  not  changed. 

JOAN  CLAYBROOK 
President,  Public  Citizen 
V/ashington,  D.C. 

A  Broader  Story 

In  "Anti-ban  Billionaires"  (Sept.  4, 
p.  124)  you  state  that  Eli  Broad  was 
founder  of  Kaufman  &  Broad.  In  fact,  EH 
founded  the  company  with  my  late  hus- 
band, Donald  Bruce  Kaufman.  Don  was 


the  son  of  Russian  immigrants  who] 
struggled  during  the  Depression.  He  ana 
Eli  started  their  business,  now  known  a» 
KB  Home,  with  a  simple  handshake 
between  the  two  of  them  in  1957,  wher 
Don  and  Eh  found  a  building  site  on  the 
outskirts  of  Detroit.  They  bought  two 
lots  with  an  option  to  acquire  more  land 
Fourteen  homes  were  sold  that  first 
weekend.  From  that  day  to  now,  thai 
company  has  been  a  leader  in  the  homai 
building  industry. 

GLORYA  N.  KAUFMAN 
Los  Angeles,  Calif] 

Zucker  Punched 

In  "ETF-O-Mania"  (Sept.  18,  p.  142)  wfl 
said  that  shares  in  the  iShares  Silver 
Trust  dropped  54%  over  a  one-month 
period;  in  fact,  the  drop  was  35%.  Ouij 
list  of  the  The  Forbes  400  (Oct.  9,  p  80) 
included  a  photo  we  said  was  industrial- 
ist Jerry  Zucker;  the  photo  is  actually  ot 
Hollywood  producer  Jerry  Zucker. 


I  Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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Drive  your  way7 


e've  built  the  top-ranked  car  in 
jt  still  managed  to  keep  all  four  wheels  on  the 


iner  of  AutoPacif ic's  Best  in  Class  Vehicle  Satisfaction  Award.  According  to  AutoPacific,  the  Azera  is  "the  highest  scoring  passenger  car, 
iad  of  vaunted  Premium  Luxury  Cars  like  the  Lexus  LS,  Jaguar  XJ  and  Mercedes  S-Class.  The  fact  that  these  cars  are  twice  the  price  of  an  Azera 
jst  icing  on  the  cake."  We  couldn't  agree  more.  Of  course  we  also  believe  we  shouldn't  let  all  that  praise  go  to  our  heads.  thenewAzera.com 


E  R 


y  bells  should  always  be  worn.  ©2006  AutoPacific.  Inc. Vehicle  Satisfaction  Award.  Hyundai  and  Hyundai  model  names  are  registered  trademarks  of  Hyundai  Motor  America.  All  rights  reserved.  ©2006  Hyuji 
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TO  SURVIVE  IN  THIS  DOG-EAT-DOG  WORLD,  SOMETIMES  YOU  NEED  A  LITTLE  PUDDING. 

At  the  end  of  the  day,  even  the  most  battle-hardened  road  warrior 
appreciates  a  cup  of  sweet,  smooth  tapioca.  Or  cool,  creamy  pistachio 
ice  cream.  Or  fresh  ham  and  swiss  on  a  baguette.  Whatever  business 
travelers'  intrepid  hearts  desire,  the  new  24-hour  markets  in 
Courtyard's  redesigned  lobbies  have  what  it  takes  to  satisfy  them. 

NEW  24-HOUR  MARKET  AT  COURTYARD? 
REDESIGNED  BY  BUSINESS  TRAVELERS  FOR  BUSINESS  TRAVELERS.™ 


COURTYARD 

© 


For  reservations,  call  1-800-MARRIOTT  or  visit  Marriott.com/courtyard. 

Market  items  vary  by  location. 


Harriott 


■act  and  Comment 

ly  Steve  Forbes,  Editor-in-Chief 
With  all  thy  getting  get  understanding." 


mm 


Powerful  Antiterror  Weapon — Unused 


HAVE  A  POWERFUL  WEAPON  WE  COULD  WIELD  AGAINST 
lamic  fanaticism  but  won't:  gold. 

The  near-tripling  in  the  price  of  oil  since  2002  has  given  terror- 
ts  tens  of  billions  of  dollars  to  wreak  havoc  on  civilization.  Iran  is 
le  biggest  trainer,  supplier  and  paymaster 
f  Islamic  terrorism.  Its  economy  is  in 
lambles.  Oil  production  there  is  about 
le-third  less  than  it  would  be  had  the  mul- 
hs  not  so  mismanaged  the  industry.  But 
le  post-2002  windfall  has  masked  these 
lortcomings.  The  same  is  true  of  Vene- 
rela  and  its  vehemently  anti- American, 
rrorist-abetting  dictator,  Hugo  Chavez. 

Imagine  the  setback  the  bad  guys — 
fan,  Venezuela  and  other  countries — 
l  ould  suffer  if  oil  went  back  to  a  price 
iinge  of  $30  to  $35  a  barrel. 

I Look  at  these  graphs.  When  the  dol- 
r  was  fixed  to  gold  between  the  mid- 
940s  and  1971,  the  price  of  oil  barely 
uctuated.  And  look  what  has  happened 
nee.  In  the  late  1960s  we  began  print - 
ig  too  many  greenbacks,  which  resulted  in  inflation,  sending 
jmmodities,  including  oil,  upward.  Before  this  inflationary  era 
as  ended  by  Ronald  Reagan,  the  cost  of  oil  had  risen  tenfold, 
i  The  volatility  in  the  value  of  the  dollar  has  led  to  volatility  in 
ie  oil  market.  The  result  has  been  a  boom-bust  cycle  that  has 
een  disruptive — and  now  politically  costly. 

The  history  is  instructive:  The  dollars  formal  tie  to  gold  was  sev- 
•ed  in  1 97 1 ,  and  since  then  we've  fluctuated  between  periods  of  strength 
id  weakness.  When  inflation  was  firmly  brought  under  control  in 
ie  1980s,  the  cost  of  oil  plummeted,  reaching  a  brief  low  in  1986  of 
10  a  barrel.  Naturally,  the  unexpected  price  collapse  saw  the  indus- 
y  slash  expenses  and  exploration  budgets,  which  set  the  stage  for  the 
ibsequent  rise  to  almost  $40  a  barrel  by  the  early  1990s.  Then  in  the 
te  1990s  the  Federal  Reserve  inadvertently  tightened  money  again, 
'nding  the  price  of  oil  crashing  to  $10  a  barrel.  The  cycle  repeated: 
xploration  was  sharply  reduced,  and  the  price  of  oil  started  moving 
p  again.  Then  Fed  actions  inspired  a  mini  version  of  the  1970s-early- 
980s  inflation,  and  the  price  of  black  gold  gushed  up  once  more. 
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Gulf  of  Mexico  is  the  latest  verification  of  this.  Experts  estimate  that 
in  the  U.S.  Outer  Continental  Shelf,  where  oil  exploration  is  mostly 
banned,  there  are  more  than  85  billion  barrels  in  reserves.  As  mon- 
etary expert  John  Tamny  recently  wrote  in  National  Review  Online: 
"Amidst  oil's  impressive  price  rise  in  recent 
years,  we've  predictably  been  assaulted  with 
provocative  books  such  as  The  Party's  Over: 
Oil  War  and  the  Fate  of  Industrial  Societies 
and  Twilight  in  the  Desert:  The  Coming  Saudi 
Oil  Shock  and  the  World  Economy,  which 
herald  the  coming  decline  of  worldwide  oil 
reserves.  In  the  1970s,  [publications]  such  as 
The  Limits  to  Growth  and  The  Oil  Crisis:  This 
Time  the  Wolf  Is  Here  were  released  amid 
much  fanfare,  similarly  suggesting  that  scarcity 
and  shortages'  were  part  of  our  future." 

Cutting  the  dollar-gold  connection 
has  played  hob  with  the  economy  in  other 
ways.  The  resulting  turmoil  in  commodity 
markets  led  a  number  of  hedge  funds  to 
speculate  widely.  There  will  be  more  deba- 
cles like  the  now  notorious  Amaranth 
Advisors  before  this  inflation  unwinds. 

A  lot  of  money  is  being  invested  in  alternative  energy  sources, 
and  many  of  these  endeavors  will  come  a  cropper  if  the  assump- 
tion of  ever-higher  oil  prices  proves  false.  Then  there  will  be  ever- 
louder  cries  for  expensive  government  subsidies  to  help  out. 

This  bout  of  inflation  has  been  devastating  for  Detroit.  The  surge 
in  the  cost  of  gasoline  KO'd  the  sales  of  highly  profitable  vehicles  seen 
as  gas-guzzlers,  particularly  SUVs.  The  latest  victim  here  is  Chrysler, 
which  recently  predicted  a  staggering  $1.5  billion  third-quarter  loss. 

Will  we  unsheathe  this  sword?  Not  likely.  Most  economists  were 
taught  that  gold  is  irrelevant  and  that  it  somehow  caused  and  deep- 
ened the  Great  Depression.  Gold  had  nothing  to  do  with  that  catas- 
trophe. It  came  about  because  of  hideous  tariffs  and  tax-policy  er- 
rors. For  four  thousand  years  gold  has  been  the  Polaris  of  price  stability. 
But  don't  look  to  Federal  Reserve  Chairman  Ben  Bernanke,  Trea- 
sury Chief  Henry  Paulson  or  any  other  policymaker  to  reestablish 
the  long-cut  link  between  the  greenback  and  gold.  Instead,  we  will 
for  a  while  longer  subsidize  terrorists  with  billions  of  dollars,  thereby 


'90 
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We  are  not  running  out  of  oil.  The  recent  major  discovery  in  the     prolonging  the  war  and  unnecessarily  giving  up  innocent  lives. 


Teutonic  Blunder 


ERMAN  CHANCELLOR  ANGELA  MERKEL  AND  HER  PARTY,  THE 
hristian  Democratic  Union,  suffered  a  serious  setback  in  recent 
^gional  elections.  She  claims  the  small  reforms  in  pensions, 


health  and  welfare  that  she  and  her  coalition  partner,  the  Social 
Democratic  Party,  are  undertaking  are  unpopular  but  necessary. 
But  it  wasn't  those  tepid  changes  that  did  her  in;  it  was  the 
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massive  tax  increase  she  recently  pushed  through  that  will  boost 
Germany's  value-added  tax  by  almost  20%.  The  worlds  most 
powerful  woman  (see  FORBES,  Sept.  18)  felt  the  increase  was 
necessary  to  close  a  budget  gap  that  she  believes  would  have  fur- 
ther undermined  an  already  feeble  economy.  Merkel  was  mis- 
taken. Austerity  is  not  the  cure  for  Germany's  economic  illness. 

She  should,  in  fact,  move  in  the  opposite  direction—  take  a 
machete  to  Germany's  onerous  taxes  and  regulations.  Such 
changes  would  not  only  lead  to  Ireland-like  economic  growth 
rates  but  also  give  Merkel  the  political  muscle  to  effectively  fight 
for  needed  changes. 

Sadly,  Merkel  has  no  core  pro-growth  economic  principles. 
During  national  elections  last  year  she  hinted  she  was  in  favor  of 
junking  Germany's  tax  code  and  replacing  it  with  a  simple  flat  tax, 
a  system  that  is  working  wonders  in  many  parts  of  central  and  east- 
ern Europe.  But  she  was  unwilling  to  defend  the  idea,  slinking  away 


when  the  inevitable  attacks  came.  It  was  one  of  the  critical  factoi 
that  turned  what  should  have  been  an  electoral  landslide  for  her  int) 
a  near  defeat,  forcing  her  to  cut  a  deal  for  a  coalition  with  the  majo 
opposition"  party,  thereby  leaving  little  room  for  maneuvering. 

Merkel  is  not  the  only  German  who  seems  to  have  forgotte 
the  inspiring  example  of  Ludwig  Erhard,  West  Germany's  first  posl 
war  economics  minister.  Erhard  was  a  true  free-marketer.  Againi 
the  wishes  of  the  Allied  occupiers,  he  overnight  threw  out  the  Gei 
man  system  of  rationing  and  wage-and-price  controls.  He  create 
a  new  currency  and  embarked  upon  a  substantial  tax-cutting  pre 
gram.  The  sluggish  German  economy  came  roaring  back  to  lifi 
Germany  soon  surpassed  its  prewar  production  peaks  and  by  th 
mid-1950s  had  pulled  ahead  of  both  Great  Britain  and  France  ii 
economic  prowess.  Erhard  could  have  told  Merkel  and  her  colleague 
that  lightening  the  economic  burden  leads  to  the  kind  of  prospen 
ity  that,  in  turn,  leads  to  burgeoning  government  receipts. 


The  Panderer 


WHILE  ANGELA  MERKEL  HAS  PROVED  TO  BE  NO  MARGARET 
Thatcher  on  economics,  she's  light-years  ahead  of  too  many 
British  pols  when  it  comes  to  addressing  the  importance  of  fight- 
ing terrorists  and  strengthening  ties  with  Washington. 

Most  Brits  suspect  that  Tony  Blair's  even- 
tual successor,  Gordon  Brown,  won't  be  as 
firm  and  steadfast  an  ally  as  has  been  the 
current  prime  minister.  But  the  big  disap- 
pointment is  the  leader  of  the  Conservative 
Party,  40-year-old  David  Cameron.  He  comes 
across  as  the  kind  of  person  who  consults  the 
polls  every  morning  to  discover  what  it  is  that 
he  profoundly,  passionately  believes  that  day. 

On  Sept.  1 1  this  year  the  man  who  might 
well  beat  the  incumbent  Labour  Party  in  the 
next  election  gave  a  speech  on  foreign  policy, 
pandering  to  anti- American,  anti-Bush  sen-  For  Cameron-  principles 
timent  "We  will  serve  neither  our  own,  nor  America's,  nor  the  world's 
interests  if  we  are  seen  as  America's  unconditional  associates  in  every 
endeavor.  We  should  be  solid  but  not  slavish  in  our  friendship  with  Amer- 
ica. We  have  never,  until  recently,  been  uncritical  allies  of  America.  The 


sooner  we  rediscover  the  right  balance,  the  better  for  Britain  and  oi 
alliance."  He  went  on  to  say  Britain  has  lacked  humility  and  patienc 
and  that  "a  view  which  sees  only  light  and  darkness"  can't  work  The 
he  descended  into  bromides  about  "a  new  multilateralism  to  tackle  th 
new  global  challenges  we  face"  and  "bomb 
and  missiles  [being]  bad  ambassadors." 

Cameron  did  take  pains  not  to  be 
crudely  anti-American  as  Edward  Heat] 
who  served  as  Britain's  prime  minister  ii 
the  early  1970s.  Heath  helped  undermin 
his  day's  international  monetary  system  h 
attacking  the  dollar  on  foreign-exchang 
markets.  And  he  flatly  refused  to  let  the  UJ 
use  British  military  bases  when  we  wen 
rearming  a  beleaguered  Israel  during  th 
Yom  Kippur  War  in  1973. 
are  pollster-molded  putty.        Margaret  Thatcher  was  reportedly  nc 

pleased  by  Cameron's  efforts  to  indulge  the  current  anti-Ameri 
can  mood  in  the  U.K.  Too  bad  today's  leader  of  her  party  think 
focus  groups  and  political  surveys  are  substitutes  for  the  princi 
pies  of  Thatcher,  Reagan  and  Churchill  in  defending  freedom 


RESTAURANTS:  GO,  ,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


-  Tocqueville— 1  East  15th  St.  (Tel.:  212-647-1515).  The  inte- 
rior is  small  and  sleekly  handsome,  the  service  is  professional, 
and  the  menu  never  disappoints.  We  give  a  rave  review  to  all 
the  fish  dishes  and  desserts.  Our  favorites:  sardines,  tuna 

carpaccio,  asparagus,  yellowfin  tuna. 

Novita— 102  East  22nd  St.  (Tel.:  212-677-2222).  The  service 
is  harried.  ,i;id  the  space  is  cramped  and  noisy.  The  fare  is  disap- 
pointing: orecchiette  and  spicy  Italian  sausage  tastes  more  like 
something  from  Bombay  than  Florence,  and  the  branzino  is  too 
fishy.  However,  the  lamb  special  (rolls  of  herb-stuffed  meat 


served  over  broccoli  rabe)  is  good,  and  desserts  are  pleasant. 
•  Terrace  in  the  Sky— 400  West  119th  St.  (Tel.:  212-666-9490). 
It  would  be  hard  to  find  a  more  charming,  beautiful  spot.  Service 
is  courtly,  and  the  food  is  very  good.  Best  bets:  the  soup  sampler 
(oxtail,  lobster  consomme  and  spring  garlic)  and  the  rack  of  lamb. 

Caffe  Grazie— 26  East  84th  St  (Tel.:  212-717-4407).  This  neigh- 
borhood place,  just  off  Museum  Mile,  graciously  serves  fresh,  well- 
prepared  and  delicious  meals  in  a  pleasant  environment.  Best  bets: 
a  tropical  salad  that  combines  hearts  of  palm,  romaine  and  sweet 
corn;  a  first-rate  grilled  rib-eye  steak;  and  scrumptious  pastas.  F 
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Knows  slip-resistant 
shoes  are  better  than 
hospital  slippers. 


Knows  salmonella 
belongs  in  a  laboratory, 
not  the  chicken  piccata. 


Knows  his  customers  want 


ranee  company 
them  report  claims 
s  a  day. 


Yes,  there's  an  insurance  company  that's  as  responsible  as  you  are. 
4      For  more  information  on  insuring  your  business,  go  to  libertymutual.com/business. 

Responsibility.  What's  your  policy? 


Liberty1 
Mutual 


«D2006  Liberty  Mutual  Group 


OfherComments 


The  values  we  care  about  the  deepest,  and  the  movements  within  society  that  support  those  values,  com- 
mand our  love.  When  those  things  that  we  care  about  so  deeply  become  endangered,  we  become  enraged. 
And  what  a  healthy  thing  that  is!  Without  it,  we  would  never  stand  up  and  speak  out  for  what  we  believe. 

—FRED  ROGERS,  The  World  According  to  Mister  Rogers 


Worldwide  Commitment  Fighting  terrorism  is 

a  cause  that  involves  us  all.  It  is  not  just  for  the  United  States.  It  is 
not  just  for  the  United  Kingdom  or  what  used  to  be  called  the 
West.  It  is  not  just  for  Australia.  It  is  for  the  entire  world.  If  terror- 
ism is  to  be  defeated  ultimately— and  it  will  take  years;  let  us  not 
delude  ourselves — it  will  require  the  marshalling,  the  commit- 
ment, the  resolve,  the  resources  and  the  spirit  of  men  and  women 
all  around  the  world.  It  will  involve  the  commitment  of  all  faiths 
as  well  as  people  of  no  faith  at  all.  Very  particularly,  it  will  involve 
and  require  the  commitment  of  people  of  the  Islamic  faith. 

—JOHN  HOWARD,  Prime  Minister  of  Australia 

Oil  Witch  Hunt  Are  the  oil  companies  making  obscene 
profits?  No.  As  a  general  rule,  they  have  profit  margins  far  lower 
than  the  big  banks  or  high-tech  companies.  And  even  below  the 
average  of  large  companies  generally.  And  anyway,  "profit"  is  not  a 
dirty  word,  this  is  a  free  market  country,  were  supposed  to  like  prof- 
its. The  oil  companies'  income  goes  to  search  for  more  oil,  to  refine 
it,  to  get  it  into  my  car,  and  to  pay  its  stockholders  a  dividend.  Is  it 
bad  to  pay  a  dividend  to  a  widow  or  a  retiree?  I  don't  think  so. 

And  what  about  this?  When  I  buy  gas  and  it  has  to  be  brought 
from  Nigeria  or  Libya  or  Indonesia  at  great  risk,  refined,  has  huge 
taxes  on  it,  and  then  brought  to  my  gas  station,  it  costs  less  per  ounce 
than  a  bottle  of  this  water  that  I  get  at  my  local  grocery  store.  Why 
doesn't  anyone  mention  that?  How  about  oil  executive  pay?  Is  it  crim- 
inally high?  Well,  it's  a  lot  more  than  mine.  But  it's  a  joke  compared 
with  Wall  Street  pay  and  Hollywood  pay.  And  what  the  heck  does 
any  movie  star  do  that's  even  remotely  as  valuable  as  powering  this 
whole  nation  and  keeping  the  wheels  of  the  nation  moving? 

I  have  the  sneaking  suspicion  that  this  hatred  of  the  oil  com- 
panies is  largely  for  the  same  reason  that  our  teenagers  hate  us,  their 
parents.  Because  they're  so  dependent  on  us,  they  respond  with  anger. 


"I  was  on  the  fast  track,  now  I'm  just  kinda  off-roading." 


But  senators  are  not  supposed  to  be  teenagers  and  neither  are  news- 
papers.  Let's  get  this  right:  The  oil  companies  are  not  our  moms 
and  dads,  they're  in  business  to  make  money.  May  they  do  it  fair 
and  square.  And  without  them,  we  would  be  in  very  bad  shape. 

—BEN  STEIN,  CBS  News:  Sunday  Morning 

Run  Amok  The  federal  government  is  now  an  astounding 
185  times  as  big  in  real  terms  as  it  was  a  century  ago.  A  general 
sense  that  Republicans  have  forgotten  why  they  were  sent  to  Wash- 
ington is  a  big  reason  why  only  43%  of  Republicans  approve  of 
Congress  in  [a  recent]  Fox  News  poll.  If  Republicans  can't  better 
explain  how  they  plan  to  get  a  grip  on  spending,  many  voters  will 
conclude  they  both  deserve  and  need  a  time-out  from  power. 

—JOHN  H.  FUND,  Wall  Street  Journal 

Turning  the  Tide  All  growth,  including  political 
growth,  is  the  result  of  risk-taking. 

— JUDE  WANNISKI 

Choosing  Sides  Criticizing  Mr.  Blair  for  his  "slavish" 
relationship  with  America,  [David  Cameron,  the  Tory  leader,] 
called  for  European  leadership.  He  attacked  detention  at  Guan- 
tanamo  Bay  and  "disproportionate  Israeli  bombing  in  Lebanon" 
as  examples  of  the  West's  abandonment  of  "the  principles  of  civi- 
lization." Instead,  he  called  for  more  "humility  and  patience"  in 
dealing  with  the  Muslim  world.  [This]  positively  reeks  of 
appeasement.  How  precisely  would  "humility"  gain  the  respect 
even  of  the  moderate  Arab  regimes,  let  alone  those  who  sponsor 
terror?  Was  it  "humility"  that  drove  Saddam  and  the  Taliban 
from  power,  or  induced  Libya  to  renounce  nuclear  weapons  and 
Syria  to  withdraw  from  Lebanon?  Would  any  amount  of j 
"patience"  persuade  Mr.  Ahmadinejad  to  give  up  on  his  nuclear 
program  or  his  genocidal  plans  to  annihilate  Israel? 

There  can  only  be  one  loser  in  this  war — and  it  is  not  going  to 
be  America.  But  America  cannot  save  Europe  from  itself.  It  must 
make  up  its  mind  whose  side  it  is  on.  If  European  civilization 
ends,  in  T.S.  Eliot's  words,  not  with  a  bang  but  a  whimper,  we 
shall  have  no  one  to  blame  but  ourselves. 

—DANIEL  JOHNSON,  New  York  Sun 

Paying  Your  Respects  [A]  funeral  procession  was  pass- 
ing through  an  intersection  in  Laindon,  England,  when  the  light  turned 
red.  No  problem.  Other  drivers  stayed  put  and  allowed  the  rest 
of  the  vehicles  to  pass  through.  But  red  light  cameras  caught  five  of 
the  funeral  drivers  going  through  the  red  light,  and  they  were  issued 
£60  tickets.  Enforcement  officials  refused  to  rescind  the  tickets. 

—CHARLES  OLIVER,  Reason  Online  F 
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"Highest  in  Customer  Satisfaction 
With  Business  Wireless  Service" 


.  Unlimited  BroadbandAccess 

jj|  for  internet  browsing,  email  and  intranet  access. 

S£"099  Monthly  access  with  new 2-yr 

|f J  J/         activation  and  qualifying  voice  plan. 


Mobility.  Security.  Speed.  Simplicity. 

Upgrade  to  a  BroadbandAccess  card  from  Verizon  Wireless  for 
your  notebook  and  get  high-speed  connections  without  hotspot 
limitations.  Only  from  Verizon  Wireless.  It's  the  Network. 

verizonwireless.com/bba  or  call  our  business  reps  at  1.800.VZW.4  BIZ 


surcharges  (incl.  2.31%  Federal  Universal  Service  (varies  quarterly),  5c  Regulatory  &  40c  Administrative/line  mo . .  &  others  by  area)  are  not  taxes  (details:  1-888-684-1888):  gov't  taxes  and  our  surcharges  could 
»%-33%  to  your  bill.  Activation  fee/line:  $35  ($25  for  $59.99  BroadbandAccess  plan). 

JRTANT  CONSUMER  INFORMATION:  Subject  to  Customer  Agmt,  Calling  Plan  &  credit  approval.  $175  early  termination  fee.  Requires  compatible  PC  card  (purchased  separately).  Speed  claim  based  on  our 
ork  tests  with  5  MB  FTP  data  files  without  compression.  Actual  throughput  speed  varies.  If  more  than  5  GB/line/month,  we  presume  use  is  for  non-permitted  uses. and  will  terminate  service:  see  brochure  for 
Is.  BroadbandAccess  is  available  in  181  major  metropolitan  areas  in  the  U.S.  Offers  and  coverage  not  available  everywhere.  Network  details  &  coverage  maps  at  veri20nwireless.com.  ©2006  Verizon  Wireless.  . 
:on  Wireless  received  the  highest  numerical  score  among  wireless  providers  in  the  proprietary  J.D.  Power  and  Associates  2006  Business  Wireless  Customer  Satisfaction  Study.5"  Study  based  responses  from 
7  total  responses,  measuring  5  providers  and  measures  opinions  of  wireless  service  decision  makers  at  businesses  of  all' sizes.  Proprietary  study  results  are  based  on  experiences  and  perceptions  of  business 
less  users  surveyed  in  January  and  February  2006.  Your  experiences  may  vary.  Visit  jdpowerxom. 


UNINHIBITED  THINKING 
PLUS  FLAWLESS  EXECUTION 
PREPARE  FOR  TAKEOFF 


1 


MADE  POSSIBLE  WITH  WACHOVIA 


Wachovia's  Corporate  and  Investment  Bank  gives  your  company  the  thinking  you 
need  to  stand  apart  from  your  competition.  We  bring  the  industry's  top  talent,  as 
well  as  the  retail  distribution  capabilities  of  the  nation's  third  largest  brokerage  firm. 
Seize  the  strengths  of  a  proven  leader  whose  innovative  approach  has  driven  the 
largest  market  share  gains  in  the  investment  banking  industry  over  the  past  five 
years!  We're  ready  to  guide  your  company  in  the  only  direction  we  know  —  forward. 


CORPORATE  BANKING 
INVESTMENT  BANKING 
EQUITY 

FIXED  INCOME 


curities  is  the  tra 
IPC,  and  Wachovl 
cman  &  Compel 


wachovia 
Securities 


the  corporate  and  investment  banking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia  Capital  Markets.  LLC,  Wachovia  Securities,  LLC,  members  NA| 

©  2006  Wachovia  Corporation 


urrent  Events 


3y  Lee  Kuan  Yew,  minister  mentor  of  Singapore 


Muslim  Anger  on  the  Rise 


VHY  HAS  THE  MIDDLE  EAST  BEEN  ON  SINGAPORE'S  RADAR  SCREEN 
or  the  last  few  years?  Because  220  million  Muslims  live  in  Indone- 
(ia,  to  our  south,  and  another  20  million  in  Malaysia  and  southern 
[hailand,  to  our  north.  In  1991  these  Muslim  populations  were  not 
iled  over  Desert  Storm  in  Iraq.  But  in  2003  they  became  agitated  over 
vhat  they  saw  as  a  bloodbath  in  Iraq  after  the  fall  of  Saddam  Hus- 
ein.  The  unending  crisis  between  the  Israelis  and  Palestinians  and 
he  perceived  double  standards  of  the  U.S.  have  also  stoked  Muslim 
inger.  Muslims  recently  vented  their  anger  over  Lebanon  by  demon- 
trating  against  Israel's  bombing  of  Lebanon  and  the  U.S.'  delaying  of 
he  UN  Security  Council's  resolution  calling  for  a  halt  to  hostilities. 

When  US.  Secretary  of  State  Condoleezza  Puce  arrived  in  Kuala 
uimpur  on  July  27  to  meet  with  ASEAN  leaders,  the  youth  wing  of 
he  ruling  party,  UMNO,  led  by  Oxford-educated  Deputy  Chief 
Khairy  Jamaluddin,  demonstrated  vigorously  in  protest.  These 
demonstrations,  carried  on  TV  and  in  the  press,  gained  kudos  for 
EJMNO  Youth  from  many  Muslims,  especially  the  young. 

Until  the  1980s  Malays  in  Malaysia  identified  themselves  first 
is  Malays,  second  as  Muslims  and  third  as  Malaysians.  Recent 
wlls  have  disclosed  a  fundamental  shift:  73%  identify  themselves 
first  as  Muslims,  14%  as  Malaysians  and  13%  as  Malays.  Malay- 
sian Muslim  attitudes  have  turned  hostile  toward  the  U.S.  and  its 
lilies  because  of  the  bloodshed  in  Iraq  between  coalition  forces 
ind  the  insurgents. 

On  Sept.  10  Dzulkifli  Abdul  Razak,  the  vice  chancellor  of 
Jniversiti  Sains  Malaysia  and  a  much  respected  academic,  wrote 
i  commentary  in  Malaysia's  English  New  Sunday  Times  carrying 
he  headline:  "Did  the  U.S.  Stage  a  Lie  on  9/11?"  In  the  article 
Dzulkifli  repeats  a  conspiracy  theory  prevalent  on  the  Internet 
hat  contains  false  statements  and  dubious  assertions: 

"Pressure  is  mounting  on  the  U.S.  to  'let  the  truth  out  ...' 
vhether  the  World  Trade  Center  collapse  was  due  to  'jet  fuel.'  Or 
vas  it  bombed  from  inside,  the  same  way  useless  buildings  are 
wrought  down  in  the  U.S.?  Did  the  U.S.  stage  a  lie  that  has  helped 
:>nly  Washington  in  the  entire  process  of  waging  a  war  against 
islam  which  it  called  the  war  against  terror? . . .  Why  were  the 
■eports  of  bombs  found  at  the  WTC  not  made  public?  There  are 
ilso  reports  of  a  bright  flash  seen  on  the  right  side  of  the  plane 
ust  before  impact  on  both  the  North  Tower  and  the  South 
rower,  as  captured  on  video  by  at  least  five  cameras,  including 
hose  belonging  to  renowned  news  agencies.  What  are  these?" 

With  the  hardening  of  attitudes  it's  not  surprising  that  Muslims  in 
Southeast  Asia  cheered  Israel's  failure  in  Lebanon.  Despite  34  days  of 
jattering,  a  defiant  Hezbollah  continued  to  fire  on  Israel.  The  Islamic 


extremists  have  learned  to  use  the  media  against  the  Israelis.  Hezbol- 
lah fired  its  rockets  from  the  cover  of  heavily  populated  areas  and  near 
UN  observation  posts,  knowing  that  Israeli  counterfire  would  cause 
death  and  injury  to  civilians  and  UN  peacekeepers  and  calculating 
that  once  the  carnage  was  seen  on  television,  Western  opinion  would 
put  pressure  on  the  U.S.  to  get  the  Israelis  to  agree  to  a  cease-fire. 

Singapore's  600,000  Muslims— 15%  of  the  population — did  not 
demonstrate  or  posture  to  win  votes.  They  did  not  receive  Al  Jazeera 
newscasts,  but  they  did  see  graphic  photos  on  Muslim  Web  sites 
ot  injured  women  and  children  in  Lebanon.  Singapore's  Centre  for 
Contemporary  Islamic  Studies  condemned  Israel's  bombings. 

In  Indonesia  Abu  Bakar  Bashir,  the  spiritual  leader  of  JI 
(Jemaah  Islamiah,  a  terrorist  network),  who  has  recently  served  a 
short  jail  term,  claimed  to  have  registered  500  volunteers  to  wage 
a  Jihad  in  Palestine  and  Lebanon. 

Lebanon:  More  Devastation  to  Come? 

When  the  dust  of  battle  settles,  the  Lebanese  will  have  to  ask  them- 
selves why  they  had  to  suffer  through  a  conflict  that  didn't  involve 
their  country's  national  interests.  In  contravention  of  UN  Resolu- 
tion 1701,  Hezbollah  now  intends  to  keep  its  rockets,  which  in  all 
likelihood  will  be  fired  again.  Then  all  the  rebuilt  buildings,  bridges, 
power  stations  and  other  infrastructure  will  once  again  be  destroyed 
The  Lebanese  people  must  decide  who  they  want  in  control  of  their 
country — their  government  or  Hezbollah.  Hezbollah  has  made  it 
clear  it  will  not  disarm.  And  Israel  may  want  to  erase  any  percep- 
tion that  its  military  has  lost  its  invincibility.  If  Hezbollah  provokes 
Israel  again,  there  is  real  risk  of  another  severe  clash. 

Big  Challenge  in  Iraq 

When  Iraq  was  under  Sunni  control  it  blocked  Iran  from  spread- 
ing its  influence  westward.  But  now  Iraq  is  controlled  by  a  Shiite 
majority.  In  April  President  Hosni  Mubarak  of  Egypt  said,  "Shi- 
ites  are  mostly  always  loyal  to  Iran  and  not  the  countries  where 
they  live."  But  I  believe  the  Bush  Administration  has  it  right,  that 
Iraq's  Shi'a  will  be  Arabs  first  and  foremost  and  ultimately  will 
not  be  subordinate  to  Iran's  non-Arab  Shi'a.  However,  we  must 
keep  in  mind  that  the  Shiite  Iraqi  leaders,  who  only  recently  have 
returned  from  an  Iran  that  gave  them  sanctuary  and  succor,  will 
not  go  against  Shiite  Iran.  Iran's  influence  may  even  grow. 

If  the  U.S.  were  to  make  a  precipitous  exit  from  Iraq,  the  Shiite 
and  Sunni  militias  would  be  left  to  battle  it  out.  Iraq's  neighbors 
would  likely  join  in,  destabilizing  the  region.  No  American  Presi- 
dent— Republican  or  Democrat — can  afford  to  let  this  happen.  F 
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Lee  Kuan  Yew,  minister  mentor  of  Singapore;  Paul  Johnson,  eminent  British  historian  and  author;  and  Ernesto  Zedillo,  director, 
Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico,  rotate  in  writing  this  column. 
To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Should  Republicans  Punt  the  House? 


'HE  REPUBLICANS  WILL  LOSE  THREE  SENATE  SEATS  IN  NEXT 
nonth's  elections  but  will  retain  control  with  52  votes.  That's  not 
ny  guess — its  how  the  bettors  at  Tradesports  (www.tradesports.com) 
ee  it.  (Tip:  Take  bettor  wisdom  over  Zogby  or  Gallup  any  day.) 
or  Democrats  to  assume  control,  James  Webb  will  have  to  upset 
eorge  Allen  in  Virginia,  an  unlikely  possibility  two  months  ago 
ut  plausible  since  Allen's  verbal  gaffes.  To  complete  the  turnover, 
4~issouri's  Republican  incumbent  Jim  Talent  would  have  to  go 
own  and  Rhode  Island's  liberal  Republican  Lincoln  Chafee 
rould  have  to  cross  the  aisle. 

The  House  is  a  near  toss-up.  Tradesports  bettors  have  placed 
7  cents  of  every  dollar  on  the  Republicans.  They  will  lose  12 
eats  but  hold  the  House  by  a  220  to  2 1 5  majority.  Momentum 
ivors  Republicans  right  now,  but  that  could  change. 

Why,  you  ask,  would  either  party  want  to  control  the  House 
f  Representatives?  If  the  Tradesports  bettors  are  right,  the  victo- 
ious  Republicans  will  control  the  Senate  and  House  in  name 
nly.  Even  if  a  battle-weary  Republican  House  manages  by  some 
liracle  to  pass  pro-growth  reforms  on  Social  Security  or  estate 
axes,  liberal  Republican  senators  such  as  Chafee  and  Maine's 
)lympia  Snowe  will  have  new  powers  to  block  them.  The  1 10th 
ongress  will  be  weak  as  a  kitten. 

By  2008  Americans  will  be  tired  of  President  Bush  and  sick  of 
jtepublicans.  That's  a  perfect  setup  for  Democrats. 

Now  let's  suppose  Democrats  take  the  House  by  a  slim 
majority.  There  will  be  joyous  posts  at  the  Daily  Kos  followed  by 
aud  singing  of  "Happy  Days  Are  Here  Again,"  "Don't  Stop 
■Thinking  About  Tomorrow)"  or  whatever  it  is  that  Democrats 
jing  these  days.  But  then  comes  January  2007 — and  cold  reality. 


Consider  this  leadership  lineup: 

•  Speaker  of  the  House:  Nancy  Pelosi 

•  Chairman,  Ways  &  Means  Committee:  Charles  Rangel 

•  Chairman,  House  Judiciary  Committee:  John  Conyers 

•  Chairman,  House  Appropriations  Committee:  David  Obey 

•  Chairman,  Government  Reform  Committee:  Henry  Waxman 

•  Chairman,  Energy  &  Commerce  Committee:  John  Dingell 

The  average  age  of  these  congressmen  is  72.  By  contrast, 
Newt  Gingrich  was  51  and  Dick  Armey  was  54  when  they  led 
the  Republican  revolution  and  takeover  in  1994.  Revolution 
favors  the  young. 

Another  number  to  keep  in  mind  is  98— the  above  lineup's 
average  voting-record  rating,  as  scored  by  the  liberal  Americans 
for  Democratic  Action.  Poor  Dingell  scores  only  95.  The  Michi- 
gan congressman  once  served  as  a  board  member  of  the  National 
Rifle  Association.  Obviously,  this  right-winger  will  have  to  go. 

What  would  the  incoming  Democratic  House  leadership  make 
its  top  priorities?  Thwarting  terrorism?  Growing  the  economy?  Based 
on  their  recent  legislative  efforts,  Pelosi  and  Dingell  would  try  to  na- 
tionalize health  care.  Obey  would  want  more  aid  for  farmers,  because 
$180  billion  over  ten  years  is  not  enough.  Rangel  would  raise  taxes 
on  income  and  capital  gains,  penalize  outsourcers  and  institute  a  draft. 
Conyers  would  try  to  impeach  President  Bush.  Waxman  would  strike 
evil  at  America's  heart  with  a  ban  on  Krispy  Kreme  doughnuts. 

What  a  comedy  this  promises  to  be. 

If  I  were  John  McCain,  Rudy  Giuliani  or  Mitt  Romney — that 
is,  if  I  wanted  to  be  the  GOP  candidate  for  President  in  2008 — I'd 
say,  "Go,  House  Democrats  2006!"  I  wouldn't  say  it  out  loud,  of 
course,  but  I'd  surely  think  it. 


Time  to  Invest  in  Mexico? 


OULD  BE. 

The  best-performing  stock  market  since  2001  has  been 
eru's.  It  has  grown  at  an  annual  rate  of  42%. 

Is  it  Mexico's  turn?  That  seems  an  absurd  question  given  the 
scent  election  turmoil.  The  loser,  Andres  Manuel  Lopez 
)brador,  and  his  sympathizers  blocked  Mexico  City's  streets  for 
x  weeks  during  the  summer.  Even  now,  Mexico's  Hugo  Chavez 
/annabe  is  forming  a  shadow  government,  promising  to  dog  and 
isrupt  Felipe  Calderon's  incoming  administration.  Despite  all 
lis,  Mexico  will  clock  a  3.5%  growth  rate  this  year.  And  proba- 
ly  4%  next  year. 

Did  you  know  that?  I  didn't. 

Mexico  is  riding  a  20-year  demographic  tailwind.  The  coun- 
try's biggest  population  bulge  has  just  entered  the  workforce.  The 


ratio  of  earners  to  dependents  looks  good  for  the  next  two  decades. 

Consumer  credit  has  grown  by  400%  since  2000,  a  measure 
of  a  rising  middle  class.  I'll  bet  Obrador  was  surprised  by  the 
middle  class'  voting  strength. 

The  country's  stock  market  trades  for  37%  of  the  GDP.  That's 
low.  Other  Mexican  assets:  3%  inflation,  thanks  to  a  strong  central 
bank;  free-trade  policy.  Biggest  liability:  restrictions  on  foreign  own- 
ership of  oil  and  natural  gas  producers  and  electricity  distributors. 

Mexico  is  always  a  risk.  It  has  flattened  investors'  hopes  before. 
But  Mexico  looks  interesting  right  now.  Its  fundamentals  paint  a  rosier 
picture  than  the  dreary  headlines.  That's  usually  a  buy  sign.  F 
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Air  Quote 

On  its  books  Verizon  Communications  values  the 
airwaves  it  controls  for  wireless  at  $48  billion.  But  a 
Federal  Communications  Commission  auction  last  month 
of  nearly  double  Verizon's  capacity  brought  in  only 
$14  billion.  That  suggests  Verizon's  stash  is  worth  only 
$7  billion — a  $41  billion  balance  sheet  hit,  which  works 
out  to  $14  per  share.  Verizon  derives  its  number  by 
estimating  future  cash  flows  from  its  holdings  using 
something  called  the  "direct  value"  method.  But  in  a 
filing  the  company  admits  the  "inherent  subjectivity"  of 
such  reckoning.  — Scott  Woolley 
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Pop-Tart  Precedent 

A  Milwaukee  federal  judge  has  likened  some  Securities  & 
Exchange  Commission  lawyers  intellectually  to  singer  Britney 
Spears.  As  he  dismissed  civil  insider  trading  charges  against 
Heartland  Advisors'  founder  and  president,  William  J.  Nasgovitz, 
and  a  client,  Judge  Charles  N.  Clevert  Jr. 
accused  the  SEC  of  "playing  fast  and 
\  loose"  by  engaging  in  a  "pattern  of  mis- 
quoting an  opponent  and  misrepre- 
senting facts."  In  a  footnote  to  a 
stinging  11 -page  opinion,  he  said 
the  feds  in  one  brief  put  quotes 
around  testimony  that  in  fact  had 
not  been  said.  "Perhaps  the  SEC  is  not 
unlike  Britney  Spears  in  its  inability  to 
use  quotation  marks  correctly,"  Clevert 
wrote,  citing  her  widely  ridiculed  interview 
on  NBC's  Dateline  in  which  she  used  her  hands  to 
indicate  air  quotes  in  the  wrong  place.  Another 
barbed  footnote  urges  an  unidentified  SEC  counsel 
to  review  Wisconsin  legal  ethics  rules  "explaining  an 
attorney's  duty  to  be  candid  with  the  court."  The  supervisor  of  the 
seven  SEC  lawyers  involved  in  the  case,  all  from  the  Chicago  office, 
declined  comment.  —William  P.  Barrett 

A  Few  Dollars  Short 

Lamar  Ellis,  a  73-year-old  retired  doctor  in  South  Pasadena, 
Calif.,  contacted  us  asking  to  be  included  on  our  Forbes  400  list 
(minimum  for  this  year:  $1  billion).  His  claimed  wealth:  $16  bil- 
lion of  tax  credits  primarily  from  what  he  said  were  drug  research 
efforts  he  conducted  in  the  1980s,  seeking  a  cure  for  an  illness. 
Main  evidence?  Ellis  provided  pages  of  his  personal  tax  returns 
back  to  1992  asserting  huge  accumulated  credits — $9  billion  that 
first  year— and  a  1999  handwritten  form  from  the  Internal  Rev- 
enue Service  walk-in  customer  office  in  San  Bernardino,  Calif, 
stating  that  the  1992  return  had  been  accepted  as  filed.  Amid  our 
growing  doubts— his  2005  tax  return  listed  income  of  just 
$13,996— Ellis  withdrew  his  listing  request.  —  W.P.B. 


Extraterrestrial  Valuation 

Touting  "next  generation  satellite  communications"  and  a  fresrl 
listing  move  from  the  Pink  Sheets  to  Nasdaq,  ICO  Global  Corm 
munications  Holdings  has  seen  its  shares  soar  in  two  years  frorrl 
50  cents  to  a  recent  $5.85,  producing  a  $1.2  billion  market  cap 
Yet  the  Reston,  Va.  company,  controlled  and  33%-owned  by  affil< 
iates  of  rich  lister  Craig  McCaw,  hasn't  booked  any  revenue  at  alj 
since  its  1995  founding — it  went  bankrupt  in  1999 — and  has  a 
$45  million  negative  net  worth.  As  for  putting  its  own  satellite 
into  orbit:  not  this  year.  Boss  J.  Timothy  Bryan  says  the  firm 
could  fund  a  launch  now  but  needs  more  financing  to  install 
related  infrastructure.  — Matthew  Ram 

A  Problem  With  His  Network 

U.S.  Robotics  cofounder  Casey  Cowell  just  sued  BDO  Seidmani 
AIG  International  and  others  for  selling  him  a  tax  shelter  involve 
ing  offsetting  foreign  option  contracts  that  the  IRS  later  disal- 
lowed as  a  sham.  Instead  of  saving  $  1 5  million  in  taxes,  Cowelj 
alleges  in  a  Chicago  federal  court  filing,  he  ended  up  paying  an 
extra  $1.7  million  in  federal  and  state  penalties  and  interest.  BDO 
Seidman  and  AIG  say  they  don't  comment  on  litigation.  Cowell, 
53,  launched  the  modemmaker  amid  humble  quarters  in  1976 
and  sold  the  business  to  3Com  in  1997  for  upward  of  $6  billion. 
He  used  the  ill-fated  shelter  in  1999,  the  same  year  he  sold 
$75  million  of  3Com  stock.  — Janet  Novack 
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Another  Kind  of  Scorecard 

Recent  college  bond  rating  changes  can  tell  alums  a  lot  about  the  old  alma  mater.  — W.P.B. 


SCHOOL  |  LOCATION  CHANGE 

STATED  REASONS  INCLUDE 

Benedict  College  |  Columbia,  S.C.  f 

heavy  tuition  reliance,  growing  debt 

Daniel  Webster  College  |  Nashua,  N.H.  f 

declining  net  tuition  revenue 

Franklin  Pierce  College  |  Rindge,  N.H.  \ 

enrollment  fall,  poor  fundraising 

New  Mexico  State  U.  j  Las  Cruces,  N.M. 

consistent  support  from  state 

Northwestern  U.  |  Evanston,  III.  4 

"positive"  operating  performance 

U.  of  Med.  &  Dent,  of  N.J.  |  Newark,  N.J.  f 

"uncertainty  of  reputation" 

Virginia  Commonwealth  U.  |  Richmond,  Va.  ♦ 

big  enrollment  growth 

Source:  Moody's  Investors  Service. 
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Introducing  Intel®  vPro ™  technology. 

Greater  security  built  in  to  your  desktop  fleet. 

Intel*  vPro'"  technology  is  more  than  just  a  new  processor.  It's  an  integrated  set  of  new  technologies 
designed  to  work  together.  Your  ability  to  manage  your  entire  enterprise  is  built  in.  So  is  your  ability 
to  remotely  heal  PCs  even  when  powered  down.  Built  around  the  extraordinary  performance  of  the 
new  Intel'  Core1"  2  Duo  processor,  Intel  vPro  technology  adds  functionality  to  leading  network  security 
software,  To  download  the  Intel  vPro  technology  whitepaper,  go  to  intel.com/vpro. 


On  My  Mind   f 

By  Ken  Krimstein,  creative  director  at  Seiter  &  miller  Advertising  in  New  York  City. 


Tips  for  the  Ad  World 

If  you've  got  TiVo-itis,  try  making  commercials  that  viewers  want  to  watch. 


THE  ENTIRE  AD  INDUSTRY  IS  IN  A 
panic.  The  30-second  spot,  the 
most  powerful  selling  tool  ever 
invented,  the  stuff  that  corner 
offices  are  made  of,  has  been 
declared,  by  a  legion  of  business 
critics,  bloggers  and  sales  execu- 
tives, to  be  on  life  support.  You  have 
the  usual  suspects  diverting  eyeballs 
away  from  television:  the  Internet, 
videogames,  cell  phones  that  do 
everything  but  brew  coffee.  The 
final  nail  in  the  30-second  coffin  is 
that  pesky  TiVo  and  its  set-top  imi- 
tators offered  by  cable  companies. 

Studies  show  that  83%  of  people 
intending  to  purchase  digital  video 
recorders  are  doing  it  to  skip  com- 
mercials. Even  one  in  five  ad  execs, 
those  perennial  Pollyannas,  say 
DVRs  will  kill  off  the  TV  spot  as  we 
know  it.  So  the  industry  has  scram- 
bled to  reinvent.  Promotions  have 
never  been  bigger.  American 
Express  turned  the  U.S.  Open  into  a 
living,  breathing  ad,  complete  with 

AmEx  pedicabs  and  free  AmEx  radios  for  cardholders.  Sony  just 
announced  a  DVR-blasting  gimmick  for  its  new  Bravia  TV  that 
enables  men  and  women  to  pick  different  endings  of  the  same 
commercial.  (What  about  metrosexuals?)  Product  placement  has 
turned  movies  into  billboards-with-explosions.  And  consumer- 
generated  content  has  gotten  everyone  buzzing,  despite  debacles 
like  the  Chevy  Tahoe  truck  idea  that  asked  consumers  to  produce 
ads  but  instead  generated  a  wave  of  video  hate-o-grams. 

To  paraphrase  a  line  from  a  long-fossilized  Total  cereal  com- 
mercial of  yesteryear,  "What's  an  ad  exec  to  do?"  To  this  fray,  I 
offer  three  modest  proposals. 

1)  Embed  the  programming  in  commercials.  Instead  of  inter- 
rupting Survivor  ot  .  lousewives  with  commercials,  arrange  for 
the  show  to  appear  i  short  bursts  between  extremely  long  com- 
mercials. That's  practically  happening  already.  Studies  by  none 
other  than  the  American  Association  of  Advertising  Agencies 
and  the  Association  of  National  Advertisers  have  pointed  out  that 
the  networks  ai  ?  approaching  20  minutes  an  hour  of  non- 
programming  clutter.  "Breaks"  are  now  coming  every  six  minutes 


Repiember  that  V  W  classic 
about  the  plowman  getting 
 to  his  plow  in  a  Bug?  


on  average.  All  we  would  be  doinjj 
here  is  formalizing  the  process.  You 
could  even  argue  that  limiting  the 
judges'  chatter  on  Idol  to  two  sec 
onds  apiece  would  improve  tha 
quality  of  the  show. 

2)  Beat  TiVo  at  its  own  gamej 
Make  the  commercials  in  slov) 
motion  so  that  when  they're  zapped! 
they'll  run  at  normal  speed.  True! 
the  commercials  will  be  only  fivd 
seconds  long  and  silent.  But  so 
what?  Brilliant,  creative  folks  can 
handle  that.  Can't  we? 

3)  Now  the  most  radical  solu| 
tion  of  all.  MAKE  SOME  GOOD 
COMMERCIALS!  History  shows  i 
is  possible.  It  happened  back  in  th« 
1960s  when  Volkswagen  reinvente<j 
the  TV  commercial.  One  classic) 
"How  does  the  man  who  drives  thi 
snowplow  get  to  the  snowplow?' 
We  see  a  man  getting  up  before 
dawn,  putting  on  his  galoshesi 
trudging  to  his  vehicle;  we  hear  the 
engine  turn  over  and  look  through 

his  wipers  as  he  drives  through  the  blizzard  to  the  city  garage 
It  is  only  then  that  we  see  the  car  he  drove  up  in,  a  VW  Bug 
Wow.  A  product  demonstration  that's  not  only  good,  it's  com1 
pelling,  real,  human  and  TiVo-proof. 

It  also  happened  with  really  cool  jingles  and  songs  that 
instead  of  just  copping  attitude  from  underground  bands 
defined  consumer  culture  around  a  brand.  It  still  happens  in  the 
U.K.  from  time  to  time:  Thoughtful,  daring,  product-centerec 
commercials,  commercials  that  find  the  drama  (or  comedy 
inherent  in  the  product.  One  that  comes  to  mind  has  a  poor  Bel 
gian  monk  who  loses  a  case  of  Stella  Artois  under  a  frozen  lake 
and  is  forced  by  the  chief  abbot  to  dive  for  it.  Yes,  those  Belgiar 
monks  are  that  serious  about  their  brew.  Or  the  delightful  Hondi 
spots  (for  a  diesel  engine!)  featuring  none  other  than  Garrisor 
Keillor.  Spots  that  motivate  audiences  to  feel  passionate  about 
brand.  That's  what  good  programming  is  supposed  to  do. 

It's  not  easy.  It  will  take  creativity  and  risk-taking  on  the  par 
of  both  clients  and  agencies.  But  then  again,  neither  is  coming  uj 
with  great  five-second  silent  commercials.  f 
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EVERY  DAY.  EVERYWHERE.  PUTTING  PATIENTS  FIRST. 


CROSS  AMERICA.  For  over  50  years,  Merck  has  made  its 
drugs  available  free  to  those  who  can  least  afford  them. 
In  2005,  we  provided  free  medicines  to  fill  nearly  7  million 
prescriptions  for  uninsured  Americans  in  need.  For  a  list  of 
specific  Merck  medicines  included  in  this  program  and  to  learn 
more,  call  1-800-506-3725  or  visit  merckhelps.com. 


ROUND  THE  WORLD.  Merck  strives  to  improve  the 
orld's  health  through  its  medicines  and  vaccines  and  to 
ensure  that  patients  have  access  to  them.  We're  working 
to  combat  disease  in  more  than  140  countries.  Merck  not 
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only  provides  free  medicines,  but  is  also  helping  to  get  them 
into  the  hands  of  the  people  who  need  them  most. 


IN  THE  LAB.  Merck  has  invested  billions  to  research  heart 
disease,  asthma,  cholesterol,  and  blood  pressure.  Now,  8,0 
Merck  scientists  are  trying  to  make  Alzheimer's,  obesity, 
cancer,  and  other  diseases  history,  too. 


iN  YOUR  HANDS.  Merck  provides  comprehensive  and  unbiased 
medical  resources  to  help  keep  you  informed  and  healthy,  like 
The  Merck  Manual,  free  online  at  mercksource.com. 


Where  patients  come  first  ^1  MERCK 


Nationwide 
Mutual 
insurance  Co. 


IDENTITY  THEFT 


On  Your  Side: 

The  Most  Inclusive 
ID  Theft  Insurance 

Nationwide  offers  two  compre- 
hensive and  competitively  priced 
identity  theft  products  that  can 
meet  the  needs  of  existing  policy- 
holders and  new  customers.  Both 
offerings  notify  you  if  your  credit 
report  changes  and  provide 
$25,000  in  insurance  with  no 
deductible  to  cover  the  expense 
of  restoring  your  good  name. 

If  you  become  a  victim  of  iden- 
tity theft,  thanks  to  Nationwide's 
partnership  with  ID  Theft  Assist, 
an  experienced  ID  theft  expert 
begins  work  to  recover  and 
restore  your  identity  and  finan- 
cial standing.  Unlike  the  plans  of 
other  providers,  the  Nationwide 
Plan  doesn't  charge  any  addi- 
tional fees  or  require  that  you 
purchase  kits.  Our  products  are 
competitively  priced  (the  home- 
owner's endorsement  is  $45 
annually;  the  stand-alone  policy 
is  $99  annually). 

You  can  now  purchase  the  most 
inclusive  identity  theft  coverage 
in  the  marketplace  from  a 
Nationwide  agent.  It's  just  one 
more  way  to  demonstrate  that 
Nationwide  is  On  Your  Side. 

www.  nation  wide,  com 


>  Yo 


Are  You 
Being 


Targeted? 


Written  by  aimpublications  LLC 


Certain  pundits  say  concerns  about  identity  theft 
are  overblown.  So  we  can  all  relax,  right? 

Wrong.  Here's  why: 

Your  personal  information  could  be  in  the  hands  of  criminals  right  now,  and  n 
ther  you  nor  the  company  they  stole  it  from  has  any  idea. That's  because  all  it  takes! 
an  identity  thief  to  access  most  corporations'  data  is  an  easily  acquired  user  name 
password  —  and  the  likelihood  of  detection  is  near  zero. 

All  three  major  credit  reporting  companies  have  delivered  thousands  of  crt 
reports  to  identity  theft  criminals  impersonating  employees  of  legitimate  enterprij 
Often  it  takes  corporations  many  months  to  figure  out  that  they've  been  infiltrated! 
criminals  and  sensitive  data  has  been  stolen. 

With  all  that  information,  ID  thieves  know  whom  to  target.  Most  at  risk  are 
well-to-do  and  those  in  urban  and  suburban  households.  Five  percent  of  househc 
earning  more  than  $75,000  per  year  have  been  victims  of  identity  theft  and  fraud. 

Misuse  of  your  personal  information  could  be  going  on  right  now  and  for  yearsi 
come  without  your  knowledge.  That's  because  plenty  of  users  of  stolen  identities  —  s| 
as  illegal  immigrants,  terrorists  and  drug  dealers  —  keep  a  low  profile,  so  you'll  rind  « 
only  when  they  trip  up  and  you  get  in  trouble  in  their  place,  sometimes  years  after  the  Q 


How  lucky  do  you  feel? 


Nationwide" 

On  Your  Side 


According  to  a  report  released  a  few  months  ago  by  the  U.S.  Department  ofjustice,  idi 
tity  theft  is  costing  the  country  $6.4  billion  a  year.  Other  studies  indicate  about  nine  n) 
lion  Americans  are  victimized  annually,  and  for  two-thirds  of  them,  the  theft  costs  mow 

Carol  Blaine,  strategy  director  at  the  Property  Product  Office  of  Nationw 
Insurance,  offers  some  advice  about  protecting  against  identity  theft  and  fraud: 

•  Shred  all  confidential  information,  including  credit  card  and  ATM  receipts,  as  weU 
unsolicited  credit  card  offers  received  in  the  .mail. 

•  Memorize  your  social  security  number  and  secure  your  card  at  home  —  do  i 
carry  it  in  your  wallet. 

•  Order  your  credit  report  at  least  once  a  year  and  promptly  address  inaccurate  info 
mation  or  unfamiliar  entries. 

•  Invest  in  a  locking  mailbox  if  you  are  not  able  to  retrieve  your  mail  promptly. 

•  At  work,  secure  personal  information,  including  administrative  forms  that  mclu 
sensitive  personal  information. 

An  ID  theft  insurance  policy  can  save  you  endless  hassle,  too,  which  is  why  more  th 
300,000  Nationwide  and/or  Allied  Insurance  ID  Theft  policies  are  currently  in  force. 


e  your  idencijty  stp  Jen| 
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Nationwide 

On  Your  Side 
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Hung  up:  Tronchetti,  with  wife. 


Lesson:  Don't  Talk  to  Politicians 

We  featured  Marco  Tronchettis  efforts  to 
restructure  Telecom  Italia  and  bolster  the 
communication  behemoth's  lagging  stock. 
The  silver-haired  chairman,  who  fre- 
quently graced  the  society  pages  with  his 
third  wife,  a  former  model  from  Tunisia, 
had  cut  1 8,000  jobs  and  lopped  off  $  1 4  bil- 
lion in  debt. 

Then  he  ran  into  a  politician.  In  Septem- 
ber Tronchetti  abruptly  resigned  his  post 
after  being  publicly  embarrassed  by  Italian 
Prime  Minister  Romano  Prodi.  Prodi 
revealed  details  of  private  talks  hed  held 
with  Tronchetti  and  criticized  Tronchettis  plan  to  sell  off  a  chunk  of  Telecom 
Italias  assets.  Those  talks  came  after  Tronchetti  and  News  Corp  Chairman 
Rupert  Murdoch  failed  to  agree  on  a  deal  to  deliver  News  Corps  media  con- 
tent, such  as  sports  and  movies,  to  Telecom  Italias  broadband  TV  customers. 

Prodis  move  may  backfire.  He's  been  criticized  for  interfering  with  private 
business  and  is  slated  to  appear  before  the  Italian  parliament  to  answer 
questions.  Tronchetti  still  wields  influence  as  chairman  of  holding 
company  Olimpia,  which  controls  18%  of  Telecom  Italias  voting  shares. 

— Tatiana  Sera/in 

SEPTEMBER  19,  2005 

American's  Slice  of  the  Pie 

We  said  that  American  Funds,  a  secretive  family  of  actively  managed  funds  in 
Los  Angeles,  was  on  track  to  bypass  Vanguard  as  the  nation's  largest  mutual 
fund  company.  It  hasn't  happened  yet.  American  still  lags  Vanguard  by  $45  bil- 
lion. But  American's  assets  are  growing  more  quickly,  climbing  13%  to 
$893  billion  since  our  story,  compared  with  Vanguards  8%  growth.  Unlike 
Vanguard,  feisty  American  shuns  index  funds,  relying  on  teams  of  stock  pick- 
ers to  outwit  the  market,  a  tough  proposition  when  assets  grow.  While  the  S&P 
is  up  7%  this  year,  Americans  flagship  Growth  Fund  of  America,  the  nation's 
largest  mutual  fund,  lags  with  a  3.2%  return.  Its  ten-year  record  is  still  strong, 
a  compound  annual  13.6%,  against  9%  for  the  S&P  500.      —Michael  Maiello 

SEPTEMBER  20,  2004 


Fleeced  by  the  Lease? 


Our  story  about  bankrupt  telecom  reseller  Norvergence  revealed  that  the  company's 
Matrix  box  that  promised  business  customers  unlimited  broadband  service  did 
nothing  of  the  sort.  Now  some  of  the  biggest  names  in  leasing  are  being  accused 
of  helping  Norvergence  advance  the  scam.  A  $138  million  suit  filed  in  New  Jersey 
bankruptcy  court  accuses  32  leasing  companies,  including  IFC  Leasing,  Wells  Fargo 
and  CIT  Group,  of  "aiding  and  abetting"  the  Norvergence  fraud.  The  defendants 
aren't  commenting.  In  Texas  a  state  court  ruled  that  IFC  Credit  participated  in  the 
scam.  The  Federal  Trade  Commission  recently  trumpeted  a  $50  million  fine  against 
former  Norvergei.ee  cliief  Peter  Salzano  then  suspended  it  because  of  Salzano's 
"inability  to  pay"  Try  using  that  excuse  with  the  IRS.  —  Dirk  Smillie 


FLASHBACKS 


85  YEARS  AGO  IN  FORBES  |  OCTOBER  1,  1921 

When  Oil  Was  Cheap  Since  crude  oil 

declined  from  $3  a  barrel  to  $1,  developments 
have  come  thick  and  fast  in  the  oil  world.  The 
main  trend  has  been  toward  a  widening  of 
holdings  of  producing  lands  by  Standard  Oil 
interests  which,  not  so  many  years  ago,  were  ' 
concerned  almost  entirely  with  refining  and 
marketing.  It  has  recently  been  reported  that 
Standard  of  New  Jersey  has  financed  Atlantic 
Gulf  &  West  Indies  in  order  to  get  an  interest  in 
that  company's  Mexican  properties. 

One  dollar  a  barrel  in  1921  would  be  the 
equivalent  of  $1 1  today. 

25  YEARS  AGO  IN  FORBES  |  NOVEMBER  23,  1981 

Rite  Place,  Rite  Price  Railroad 

Avenue  in  Shiremanstown,  Pa.  is  hardly  a  glam- 
our address.  But  it  has  spelled  immodest  success 
for  Rite  Aid  Corp.,  the  fast-growing  star  of  the 
chain  drugstore  business.  Shunning  sunnier 
climes,  Rite  Aid  is  the  dominant  chain  along  the 
populous  mid-Atlantic  seaboard.  In  the  Sunbe 
chains  such  as  Eckerd,  Revco  and  Walgreens  a 
beginning  to  bump  heads  with  each  other 
instead  of  with  easier-to-knock-off  mom-and- 
pop  drugstores.  But  in  the  Northeast,  chains 
account  for  only  35%  of  drugstore  volume  so 
far,  compared  with  over  50%  nationwide. 
Exploiting  that  opportunity  has  given  Rite  Aid 
20%  annual  growth  since  1977  and  a  return  o 
equity  of  19% — the  highest  in  the  industry. 

Rite  Aid  is  buying  the  Eckerd  and  Brooks  drug- 
store chains  in  a  deal  worth  $3.4  billion. 

10  YEARS  AGO  IN  FORBES  |  DECEMBER  16,  1996 

Reviving  Revlon  Revlon  was  floundering 

PPIPH.    when  takeover  artist  Ronald 

.  —  ^T^pHfl    Perelman  grabbed  control 
j/TBjj     in  1985.  After  a  false  start, 

ielt^^B  Perelman  in  1991  brought 

in  Jerry  Levin,  hiring  him 

ilf  SVHL  tni    from  Coleman,  where  he 
A 1996  ad.  was  chairman.  Levin  under- 

stood that  you  can't  be  all 
things  to  all  people.  Previously,  Revlon  had  been  in 
both  the  department  store  and  mass-merchandis- 
ing markets.  It  was  losing  market  share  in  both. 
Levin  targeted  mass-market  chains  like  Target, 
Wal-Mart,  Kmart  and  large  drugstore  chains  like 
CVS.  Why  department  stores?  "To  create  theater," 
Levin  says. 

Ailing  Revlon  just  promoted  David  Kennedy  to 
president  and  chief  executive  officer. 
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A  Dangerous  Game 

Hedge  funds  have  gotten  rich  from  credit  derivatives.  Will  they  blow  up? 

By  Daniel  Fisher 


THE  DOWNFALL  OF  AMARANTH 
Advisors,  the  hedge  fund  that 
lost  $6  billion  in  a  single  week 
by  betting  on  natural  gas,  was  a 
special  case.  There  was  no 
domino  effect  taking  down  energy  traders 
generally,  no  meltdown  of  an  industry  But 
if  you  want  to  fret  over  the  next  financial 
catastrophes,  turn  your  gaze  away  from 
energy  futures  and  focus  in  something  far 


more  obscure:  credit  default  swaps.  Hedge 
funds  are  neck-deep  in  these  derivatives, 
and  if  something  goes  wrong,  the  pain  will 
be  widespread. 

A  credit  swap  is  an  insurance  policy 
on  a  bond,  often  a  junk  bond.  The  fellow 
selling  the  swap — writing  the  policy,  that 
is — collects  a  premium.  If  nothing  goes 
wrong,  he  pockets  the  premium  and  looks 
like  a  financial  genius.  But  if  the  bond 


defaults,  the  swap  seller  has  to  make  good. 
The  notional  amount — the  aggregate  oi 
bonds,  loans  and  other  debt  covered  by 
credit  default  swaps — is  now  $26  trillion. 
This  is  a  staggering  sum,  twice  the  annual 
economic  output  of  the  U.S. 

Hedge  funds  account  for  58%  of  the 
trading  in  these  derivatives,  says  Greenwich 
Associates,  a  financial  research  firm.  Selling 
protection  has  been  a  big  moneymaker  for, 
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unds  like  $23  billion  (assets)  D.E.  Shaw 
ind  $  1 2  billion  Citadel,  say  market  partici- 
pants, and  for  specialized  outfits  like 
^rimus  Guaranty  in  Bermuda,  which  took 
n  $57  million  in  the  first  half  of  2006  sell- 
ng  protection  on  $1.6  billion  in  debt. 

With  corporate  debt  defaults  low  these 
:  days,  the  temptation  is  high  to  write  insur- 
ince  policies  on  bonds.  A  hedge  fund  can 
nake  $60,000  to  $1  million  a  year  selling 
lorotection  on  $10  million  in  bonds. 
[Its  like  finding  money  in  the  street, 
i  Jnless,  of  course,  the  economy  sud- 
denly enters  a  recession.  If  that  hap- 
pens, hedge  funds  addicted  to  the 
credit  market  will  be  in  deep  trou- 
ble. "A  lot  of  [hedge  funds]  have 
isold  insurance,  are  sitting  on  the 
premiums — and  are  bare-ass,"  says 
Charles  Gradante,  cofounder  of 
Hennessee  Group,  which  tracks 
nedge  fund  performance.  "If  there 
<is  a  Long  Term  Capital-type  sys- 
temic risk  potential  out  there,  it's  in 
the  [credit  swap]  market." 

There  must  be  a  lot  of  investors — 
or  credit  speculators — who  are  cav- 
alier about  corporate  defaults  because 
iunk  bonds  are  trading  at  yields  only 
modestly  higher  than  the  yields  on 
safe  U.S.  Treasury  bonds.  The  chart  displays 
the  yield  spread,  as  calculated  by  Moody's 
(Investors  Service,  between  junk  bonds  rated 
speculative  and  seven-year  Treasurys.  Saks 
bonds  with  a  97A  coupon  due  October  201 1, 
for  example,  are  now  yielding  7.6%,  or  287 
basis  points  (2.9  percentage  points)  over 
seven-year  Treasurys,  compared  with  a  700- 
basis-point  spread  to  Treasurys  four  years  ago. 
Todays  tight  spreads  don't  leave  much  of  a 
cushion  to  cover  defaults. 

There  is  a  close  correlation  between 
yield  spreads  and  credit  default  swap  prices. 
That's  because  selling  a  credit  swap  is  equiv- 
alent to  buying  the  corporate  bond  on  mar- 
gin. If  you  buy  a  junk  bond  with  borrowed 
funds,  you  collect  the  high  coupon  on  the 
bond  while  paying  out  a  lower  amount,  pre- 
sumably not  too  much  more  than  what  the 


U.S.  government  pays  to  borrow  money. 
Either  way — with  a  swap  or  a  margined 
bond  trade — you  pocket  the  spread,  unless 
and  until  the  corporate  bond  gets  into  trou- 
ble, at  which  point  you're  sitting  on  a 
painful  capital  loss. 

The  credit-derivatives  business  is  dom- 
inated by  14  dealers.  Among  them:  JPMor- 
gan  Chase,  Citigroup,  Bank  of  America, 
Goldman  Sachs  and  Morgan  Stanley.  All 


A  Lull  Before  the  Storm? 

Junk  bond  spreads  are  now  low,  as  are  corporate 
defaults.  But  if  history  is  any  guide,  that  could  change 
fast,  hurting  investors  with  big  exposures  to  junk. 

Basis  points 

800  Spread  between 

7-year  Treasurys  and 
speculative  corporate  bonds 
(median  yields) 


have  staggering  amounts  of  derivatives  on 
their  books:  JPMorgans  notional  exposure 
was  $3.6  trillion  as  of  June  30,  according 
to  the  Federal  Deposit  Insurance  Corp., 
which  is  almost  three  times  assets  and  30 
times  capital.  Credit  derivatives  at  Wachovia 
Corp.  have  jumped  sevenfold  since  2003  to 
$170  billion,  more  than  three  times  capital. 
Banks  love  derivatives  because  they  provide 
multiple  ways  to  make  money.  Revenue  from 
all  types  of  derivatives  will  hit  $34  billion  or 
so  this  year  at  U.S.  banks  and  securities  firms, 
says  Tower  Group,  a  financial-research 
outfit,  with  hedge  funds  generating  much  of 
the  money. 

Hedge  funds  also  buy  the  potentially 
toxic  waste  that  banks  create  when  they 
bundle  credit  derivatives  into  so-called  syn- 
thetic deals.  By  separating  a  portfolio  of 


derivatives  into  different  tranches,  banks 
can  create  virtually  default-proof  securities 
for  conservative  investors — if  somebody 
else  is  willing  to  buy  riskier  "equity" 
tranches  whose  value  vaporizes  when  as  few 
as  one  or  two  of  the  underlying  bonds 
default.  Banks  once  kept  such  tranches  on 
their  books  as  a  cost  of  doing  business. 
Now,  says  Fitch  Ratings,  hedge  funds  are 
buying  them  to  goose  returns. 

Regulators  say  there's  no  reason 
to  worry — yet.  All  big  banks 

  require  hedge  funds  to  back  up 

their  swaps  with  cash  collateral  that 
is  adjusted  daily,  says  Kathryn 
Dick,  deputy  comptroller  for  credit 
and  market  risk  at  the  Office  of  the 
Comptroller  of  the  Currency. 

But  banks  can  make  only 
rough  guesses  at  the  value  of  swaps 
and  thus  how  much  collateral  their 
counterparties  need  to  ante  up. 
Even  the  smartest  guys  can  come 
up  shorthanded.  Ask  Charlie  T. 
Munger,  vice  chairman  of  Warren 
Buffett's  Berkshire  Hathaway, 
which  lost  $404  million  unwind- 
ing credit,  interest-rate  and  for- 
eign-exchange derivatives  posi- 
tions in  its  General  Re  unit.  "When 
we  ran  it  off,  it  didn't  run  off  at  anything 
like  book  value,"  Munger  says.  "I  would 
bet  a  lot  of  money  there  are  some  terrible 
valuations  on  the  books  of  corporate 
America." 

JPMorgan,  the  most  forthcoming  of  the 
big  derivatives  dealers,  figures  it  could  lose 
$65  billion  over  several  years  if  everybody 
on  the  other  side  of  a  derivatives  trade  went 
broke.  A  scary  number  when  compared 
with  the  bank's  $110  billion  in  capital. 
Implausible,  too,  because  most  of  its  coun- 
terparties are  big  financial  institutions. 

Hedge  funds  and  other  smaller  players 
are  much  more  exposed.  Like  swaps  on 
interest  rates  and  foreign  currency,  credit 
swaps  outstanding  dwarf  the  underlying 
bonds  in  circulation.  That  can  be  a  prob- 
lem when  a  creditor  defaults,  as  with  Del- 
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phi  and  other  auto  parts  makers  earlier 
this  year.  With  most  swaps,  the  buyer  of 
protection  has  to  hand  over  defaulted 
bonds  to  get  its  money,  tough  to  do  if, 
as  with  Delphi,  $20  billion  in  protection 
has  been  written  on  just  $2  billion  in 
bonds.  Calamity  was  averted  by  the 
International  Swaps  &  Derivatives  Asso- 
ciation, which  held  an  auction  to  deter- 
mine the  amount  of  cash  protection 
buyers  would  get. 

The  derivatives  market  weathered  its 
last  near-death  experience  in  early  2005, 
when  credit  agencies  downgraded  the 
debt  of  General  Motors  and  Ford,  dev- 
astating the  value  of  the  most  risky  syn- 
thetic derivatives.  Hedge  funds  thought 
theyd  been  smart  by  locking  in  a  three- 
to-four-percentage-point  spread  by  sell- 
ing protection  on  those  tranches  and 
buying  it  on  less  risky  ones.  Suddenly, 
though,  they  had  to  close  out  their 
moneylosing  positions.  So  many  funds 
had  made  the  same  bet  that  it  "magni- 
fied the  deleveraging  process,"  in  the  dry 
words  of  the  Bank  for  International  Set- 
dements.  Translation:  "Banks  refused  to 


This  market 
weathered  its 

ast  near-death 
experience  in 
^arly^QOS. 


buy  or  sell,"  says  Randall  Dodd,  a  former 
Commodity  Futures  Trading  Commis- 
sion economist  who  now  runs  the 
Financial  Policy  Forum,  a  Washington 
think  tank.  "These  guys  couldn't  trade 
out  of  their  positions." 

Bottom-fishing  investment  banks 
eventually  bailed  hedge  funds  out  of 
their  problems.  But  Dodd  and  other 
critics  wonder  if  banks  have  extracted 
enough  collateral  from  their  hedge  fund 
clients  to  protect  themselves  in  a  wider 
crisis.  "No  one  has  good  facts  on  these 
things,"  says  David  Hsieh,  professor  at 
Fuqua  School  of  Business  at  Duke  Uni- 
versity, "because  hedge  funds  ore  private 
investments."  F 


TOO  MANY  OPTIONS 

The  $100  Million  Club 

Riled  up  over  backdated  stock  options?  This  is  a  mere  distraction,  a  tempest 
in  a  teapot.  The  thing  shareholders  really  ought  to  be  worried  about  is  not  the 
date  on  the  option  but  the  number  of  zeros  on  the  count  of  shares.  You  want 
your  chief  exec  to  be  motivated,  of  course,  but  wouldn't  a  $20  million  or  a 
$50  million  jackpot  be  pretty  good  motivation?  "In  the  late  1990s,"  says  Michael 
Melbinger,  head  of  the  exec  comp  practice  at  law  firm  Winston  &  Strawn, 
"executives  typically  got  whatever  they  wanted."  Here  are  some  sitting  on  at  least 
$100  million  worth  of  options.  — Hannah  Clark  and  Scott  DeCarlo 


CHIEF  EXECUTIVE  OFFICER  A 

A  COMPANY 

VESTED  OPTIONS  (SMIL)1 

William  W.  McGuire 

UnitedHealth  Group 

$1,601.7 

Lawrence  J.  Ellison-* 

Oracle 

474.9 

Richard  D.  Fairbank 

Capital  One  Financial 

266.6 

Robert  1.  Toll 

Toll  Brothers 

256.7 

Edwin  M.  Crawford 

Caremark  Rx 

248.7 

Steven  Roth 

Vornado  Realty  Trust 

219.6 

Terry  S.  Semel  ■< 

Yahoo 

214.6 

Angelo  R.  Mozilo  -< 

Countrywide  Financial 

204.0 

I  Ray  R.  Irani 

Occidental  Petroleum 

182.1 

1  Ronald  A.  Williams 

Aetna 

174.5 

Frederick  W.  Smith 

FedEx 

169.9 

1  Barry  Diller 

lAOInter Active 

167.0 

1  James  J.  Mulva 

ConocoPhillips 

165.2 

|  Margaret  C.  Whitman 

Ebay 

165.1 

1  Joseph  H.  Moglia 

TD  Ameritrade  Holding 

158.7 

John  C.  Martin 

Gilead  Sciences 

147.8 

J.Willard  Marriott 

Marriott  International 

143.5 

William  R.  Berkley 

WR  Berkley 

141.5 

George  A.L.  David 

United  Technologies 

138.1 

Robert  J.  Ulrich 

Target 

133.1 

William  Foley  II 

Fidelity  National  Financial 

126.2 

Lawrence  F.  Probst 

Electronic  Arts 

125.3 

Eli  Harari 

SanDisk 

123.6 

1  Frederic  M.  Poses 

American  Standard  Cos 

123.5 

Howard  Solomon 

Forest  Laboratories 

115.1 

|  John  T.  Chambers 

Cisco  Systems' 

112.0 

|  Bradbury  H.  Anderson 

Best  Buy 

111.0 

1  Joel  F.  Gemunder 

Omnicare 

110.2 

Bruce  E.  Karatz 

KB  Home 

107.0 

|  Timothy  R.  Eller 

Centex 

101.9 

|  John  H.  Hammergren 

McKesson 

100.2 

Figures  are  for  the  latest  fiscal  year  as  reported  in  the  company  proxy  statements.  'Value  of 
unexercised  options. 

Sources:  Company  proxy  statements;  the  Corporate  Library;  Forbes. 
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CHRYSLER 


INSPIRATION  COMES  STANDARD 


NJOY  NOT  SPENDING 

OUR  CHILDREN'S  INHERITANCE. 


HE  ALL-NEW  2007  CHRYSLER  ASPEN  >  5.71  heaai* V8  with  335  hp  ►  Multi-Displacement 

ptem  turns  our  powerful  HEMI  V8  into  a  fuel-saving'  4-cylinder  at  cruising  speeds  ►  GPS  Navigation  System'  > 
cury  seating  for  up  to  eight  >  Interior  LED  lighting  ►  CHRYSLER.COM,  1 .800. CHRYSLER  >  Starting  at  531,490.' 

3en  OS  shown,  539,050.  MSRPs  ewdide  tax  *Awoihble.  '  fidly  to  20  highway:  EW  ex  mpg  wTfh 
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BUSTED  DEALS 


Whose  Value? 

Managers  are  supposed  to  maximize  shareholder 
value.  But  if  they  are  buying  their  company,  they 
might  be  tempted  to  do  the  reverse.  Witness  the 
proposed  LBO  at  Fairchild  By  Neil  Weinberg 


■  EFFREY  STEINER  IS  A  PARTY  ANIMAL. 
j|  One  photo  of  the  Fairchild  Corp. 
88P  chief  executive  shows  him  hobnob- 
bing in  a  T  shirt  that  declares  "F—  You.  I 
have  enough  friends." 

Not  on  his  own  board,  apparently. 
In  August  Steiner  offered  to  take  the 
$342  million  (fiscal  2005  revenue)  distrib- 
utor of  sporting  goods  and  aerospace  gear 
private.  He  proposed  $2.73  a  share,  which 
was  a  22%  premium  to  the  average  price 
Fairchild  had  traded  at  over  the  previous  ten 
days.  But  a  committee  of  five  independent 
directors  found  the  offer  inadequate,  so 
Steiner  and  a  partner  withdrew  it. 

The  premium  would  have  been  scant 
consolation  to  long-suffering  share- 
holders. Steiner,  68,  got  control  of  Fair- 
child  Industries,  once  a  maker  of  military 
planes,  in  1985.  What's  left  of  the  com- 
pany now  distributes  things  like  avionics 
and  radar.  Under  Steiner's  tenure  the  stock 
has  gone  down  43%,  even  as  the  market  as 
a  whole  climbed  sixfold.  Earnings  per 
share,  23  cents  in  1985,  were  most  recently 
reported  at  minus  $1.29. 

Fairchild  is  not  exactly  typical  of 
American  corporate  performance,  but, 
still,  this  case  makes  you  wonder  about 
the  flood  of  insider  takeover  offers  com- 
ing to  the  stock  exchanges.  Dealogic  cal- 
culates that  proposed  management-led 
buyouts  so  far  this  year  come  to  $69  bil- 
lion, up  eightfold  from  the  same  period 
last  year.  In  all  of  them  the  management 
gets  a  piece  of  the  appreciation  after  the 
company  goes  private.  The  lower  the  pre- 
buyout  price  the  more  the  insiders  stand 
to  make. 

In  Fairchild's  case  outsider  investors 
have  taken  a  bath,  while  Steiner,  who  got 
financing  early  on  through  Drexel  Burn- 
ham  Lambert,  has  taken  home  millions 
while  putting  his  children  on  the  payroll. 


Steiner  also  split  $5  million  with  his  son, 
Eric,  for  selling  a  fastener  division  to  Alcoa 
in  2002  and  promising  not  to  compete.  He 
pocketed  another  $3.1  million  "change  of 
control"  payment  in  the  deal,  even  though 
he  remained  in  control  of  Fairchild. 

In  a  lawsuit  filed  in  2004  in  Delaware 
shareholders  accused  him  of  overpaying 
himself  and  his  son,  leasing  planes  and 
helicopters  from  his  family  and  using 
company  assets  to  pay  for  a  Paris  apart- 
ment and  children's  tuition. 

Delaware  Vice  Chancellor  Leo  Strine 
Jr.  rejected  an  initial  settlement  as  a  "cos- 
metic whimper."  The  judge  accused 
Fairchild  of  "a  grotesque  lack  of  control 
[in]  a  company  that  has  no  profits"  and 
stated  that  "you've  got  a  bottom-decimal 
performer  and  a  company  paying  top- 
decimal  wages." 

Under  the  judge's  urging,  Steiner 
was  forced  in  a  setfiement  to  add  some 
independent  directors  and  cut  his 
base  pay  nearly  in  half  to  $1.3  mil- 
lion and  his  son's  by  26%  to 
$535,000.  He  also  agreed  to  reim- 
burse Fairchild  $679,000  for  per- 
sonal expenses  paid  on  his  behalf 

Buyout  Binge  

Buyout  deal  value. 
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and  to  pay  back  $3.8  million  in  legal  fees  in 
a  French  court  case  in  which  he  received  a 
suspended  sentence  and  a  500,000  euro 
fine  for  misusing  funds  of  the  oil  firm  Elf 
Aquitaine  (Steiner  attributed  the  prosecu- 
tion to  "retaliation"  by  French  authorities). 

Steiner  blames  Fairchild's  woes  on  the 
damage  the  Sept.  1 1  attacks  did  to  aero- 
space and  on  a  German  motorcycle  parts 
acquisition  gone  awry.  "We  think  we're 
doing  the  right  thing  for  shareholders," 
says  Steiner.  Since  he  proposed  the  buy- 
out, shares  have  risen  17% — what  will 
keep  them  up  is  another  matter.  F 

Not  when  he  needs  them:  Fairchild 
Chief  Exec  Jeffrey  Steiner. 
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DO  NOT  OVERCHARGE 

Remember 
The  Pinto 

You've  heard  about 
lithium  ion  batteries 
catching  fire  in  laptops. 
Want  one  in  your  car? 

By  Jonathan  Fahey 


B  F  YOU  ARE  WORRIED  THAT  A  LAPTOP 
I  powered  by  a  dozen  lithium  ion  cells  may 
I  burst  into  flames,  how  do  you  feel  about 
cruising  down  the  highway  at  70  miles  per 
hour  in  a  car  powered  by  6,000  of  them? 

Automakers  are  scrambling  to  get 
lithium  ion  batteries  into  hybrid  vehicles, 
and  they  are  hoping  these  batteries  will 
make  plug-in  hybrids  and  all-electric 
vehicles  possible  soon,  too.  But  talk  about 
a  public  relations  problem.  The  series  of 
laptop  computer  fires  that  led  Dell  and 
Apple  to  recall  5.9  million  Sony-made  bat- 
tery packs  this  summer  were  sparked  by 
those  same  lithium  ion  batteries.  "Yeah, 
there's  that  little  thing  called  safety,"  says 


David  Hermance,  executive  engineer  for 
Toyota's  Advanced  Technology  Vehicles. 

Hybrid  vehicles  like  Toyota's  Prius, 
which  are  propelled  by  both  gasoline  and 
electric  motors,  now  use  nickel  metal 
hydride  batteries  to  store  electricity.  But 
Toyota  and  other  automakers  like  lithium 
ion  because  they  can  get  at  least  twice  the 
horsepower  per  pound  from  the  battery. 
And  nickel's  price  has  grown  from  $2  a 
pound  to  $13  over  the  past  five  years, 
making  expensive  hybrid  vehicles  more 
so.  Problem  is,  lithium  ion  batteries  are 
inherently  unstable,  so  safety  systems  have 
to  be  built  in  to  prevent  the  batteries  from 
getting  too  hot  from,  say,  overcharging. 


Happily  for  Toyota,  the  batteries  in 
hybrid  vehicles  are  never  fully  charged. 
They  capture  energy  during  braking  and 
release  it  during  acceleration,  all  within  a 
range  from  75%  charged  to  45%  charged. 
Johnson  Controls,  the  big  auto  supplier, 
says  coming  lithium  ion  batteries  will  also 
have  better  safety  systems.  "Our  thermal- 
management  systems  are  orders  of  magni- 
tude more  sophisticated  than  what  they 
use  in  laptops,"  says  Alan  Mumby,  who 
runs  the  company's  battery  program. 

But  in  vehicles  that  run  for  long  peri- 
ods on  electricity  only,  like  plug-in 
hybrids  and  all-electrics,  engineers  need 
to  fully  charge  batteries  to  maximize 
driving  range,  the  drawback  to  electric 
vehicles.  A  handful  of  companies,  like 
A 123  Systems  and  Valence  Technology, 
are  rushing  to  come  up  with  safe  lithium 
ion  batteries  specifically  engineered  for 
use  in  these  vehicles.  The  big  automakers 
won't  be  selling  plug-in  hybrids  or  all- 
electric  vehicles  soon,  but  tinkerer 
EnergyCS  is  developing  a  kit  it  hopes  to 
sell  for  $12,000  or  so  that  will  replace  the 
nickel  metal  hydride  battery  in  Priuses 
with  a  plug-in  lithium  ion  pack.  F 


HIP  GIRDLES 


Among  bridesmaids  the  latest  chatter  these  days  is  not  the  anxious  bride  or  the  cutest  groomsman. 
It's  a  new-age  girdle  that  spruces  up  the  butt,  reins  in  the  tummy  and  does  not  have  the 
unwanted  side  effect  of  creating  "muffin  top":  the  inch  (or  more)  of  skin  that  pours  over  a 
tight  waistband. 

The  reason:  Sara  Blakely,  who  started  a  footless  (for  sandals),  control-top  (for  a  smooth  tush  in 
tight  pants)  hosiery  business  called  Spanx  in  2000.  Last  year  she  hit  upon  another  pertinent 
phenomenon:  a  high-waisted  control-top  girdle  that  shapes  women  all  the  way  up  to  the  bra 
line.  "It  makes  me  feel  more  confident!"  exclaims  Robyn  Polansky,  28,  a  New  York  City 
investment  analyst.  She  can  thank  the  combination  of  nylon  and  spandex  that  makes  it  tauter 
than  typical  athletic  clothing. 

Bloomingdale's  says  sales  of  Spanx  shapewear  skyrocketed  250%  after  it  was  offered  in  spring 
2005.  The  biggest  seller:  the  $68  Slim  Cognito,  a  seamless  midthigh  bodysuit.  It  appeals  to  buxom 
and  trim  women  alike.  "Everyone  has  a  little  bulge  they're  not  thrilled  about,"  says  Elizabeth 
Hospodar,  Bloomingdale's  divisional  merchandise  manager  for  intimate  apparel. 

Indeed,  the  celeb  magazine  In  Touch  Weekly  plans  to  feature  Spanx  as  "Hollywood's  Big 
Secret"  in  an  October  issue  and  to  highlight  girdle  fans  from  Oprah  to  Jessica  Alba.  The 
Spanx  name  is  so  synonymous  with  body-shaping  boosts  that  women  who  choose  another 
option,  from,  say,  Wacoal,  still  refer  to  it  as  Spanx. 

Blakely's  business  is  plus  size.  Retail  sales  are  expected  to  surpass  $100  million  this  year,  at 
least  half  to  Spanx.  That  compares  to  a  gross  of  $1.6  million  in  2001,  when  FORBES  first  wrote 
about  Spanx.  What  was  then  3  employees  is  now  45,  including  Chief  Executive  Laurie  Ann 
Goldman,  a  former  licensing  director  for  Coca-Cola.  —Allison  Fass 
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THE  SUCCESS  OF 

TUC 

l  nc 


LENLIVET 

was  NEVER  left  to  chance. 


im  accurately,  success  was 
ENSURED  with  a  matched 
'of  flintlocks  that  never 
left  GEORGE  SMITH'S  side. 
You  see,  creating  Spey side  's 
most  prized  whisky  also 


required  the  determination 

defend  it  at  any  COST. 
Thankfully,  GEORGE  and 
his  pistols  won  out  in  the 
end,  leaving  a  LEGACY  of 
whisky  beyond  compare. 


SINGLE  MALT  SCOTC 


GUARANTEED 
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DON'T  EAT  YOUR  SPINACH 

Who  would  have  thought  you'd  be  more  at  risk  of  getting  food  poisoniqg  from  spinach  than  from  ground 
beef?  As  of  press  time,  it  appears  that  a  foodborne  bacterium  thriving  on  the  leaves  of  bagged  spinach  from 
Natural  Selection  Foods  had  sickened  173  people,  hospitalized  92  and  killed  1.  If  not  for  a  timely  warning 
from  the  Food  &  Drug  Administration,  the  toll  of  sick  spinach-eaters  might  have  climbed  into  the  thousands. 

The  outcome  of  this  misfortune  may  be  an  expensive  reform  of  the  bagged-salad  business,  which  generates 
annual  sales  of  $2.5  billion,  according  to  ACNielsen.  "This  bagged  produce,  whether  it's  lettuce  or  spinach  or 
melons,  is  what  I  consider  to  be  a  potentially  hazardous  food,"  says  Michael  Doyle,  a  microbiologist  who 
heads  the  food  safety  center  at  the  University  of  Georgia.  He  thinks  Fresh  Express,  the  packaged-salad  busi 
ness  purchased  by  Chiquita  Brands  for  $855  million  last  year,  has  made  strides  in  infection  control.  The 
Alliance  for  Food  &  Farming  says  cut  salads  are  "widely  recognized"  by  food  experts  as  safe. 

Bagged  produce  is  often  precut,  releasing  water  and  nutrients  that  feed  bacteria.  The  bags  trap  moisture, 
creating  a  humid  heaven  for  bacteria  if  refrigeration  fails.  The  cut  greens  are  hard  to  wash,  and  you  can't 
remove  outer  leaves  as  you  can  with  a  head  of  romaine.  The  offender  in  this  case  is  the  toxic  01 57:H7 
strain  of  Escherichia  coli. 

Several  preventive  measures  are  possible.  One  is  to  mandate  that  salad  packers  douse  the  leaves  with  chlo- 
rine solution,  but  Natural  Selection  does  that.  Another  approach  is  to  try  to  displace  0157:H7  in  farm  ani- 
mals, whose  manure  can  be  spread  to  nearby  farmland.  Many  cows  are  already  fed  bacteria  much  like 
those  in  yogurt  that  reduce  the  amount  of  0157:H7  in  manure.  Doyle,  who  invented  the  first  test  for 
01 57:H7  in  food,  is  working  on  developing  harmless  E.  coli  that  would  leave  no  room  for  the  toxic  ones. 

Mindy  M.  Brashears,  a  microbiologist  at  Texas  Tech  University,  says,  "If  we  can  keep  it  out  of  ground 
beef,  we  can  keep  it  out  of  our  vegetables."  — Matthew  Herper 


Going  for  Broke 

Uncle  Sam  is  helping  people  make 
money  off  those  who  are  bankrupt. 

By  Erika  Brown 

■  T'S  BEEN  A  YEAR  SINCE  THE  EFFECTIVE  DATE  OF  A  BANK 

■  ruptcy  law  intended  to  curb  filings  by  individuals.  Hard  to 
I  say  yet  if  it's  working,  but  a  bunch  of  people  who 

aren't  bankrupt  are  making  money  off  it.  Some 
275  individuals  and  organizations  have  lined 
up  to  become  "debtor  education  providers"  to 
take  advantage  of  the  law's  requirement  that 
debtors  take  a  two-hour  financial  advice 
class.  These  folks  must  already  be  certified 
financial  planners,  public  accountants  or, 
strangely  enough,  teachers  of  any  subject 
(including  gym?).  They  charge  from  $50  to 
$75  for  the  two  hours,  whether  over  the  phone, 
in  person  or  on  the  Internet.  The  idea  is  that  with 
proper  training  debtors  will  learn  how  to  manage  money 
and  not  end  up  in  bankruptcy  court  again. 

Kevin  Chern  left  a  lucrative  job  as  a  partner  in  a  law  firm  in 
Chicago  last  year  to  set  up  a  Web  financial  planning  course.  On 
his  site,  animated  talking  heads  guide  debtors  through  bits  of 
advice  ranging  from  the  painfully  obvious  ("Do  not  write  a  check 
when  you  know  you  do  not  have  the  funds  to  cover  it")  to  the 
elementary  ("If  your  car  is  expensive  to  operate  and  maintain,  sell 


it  and  purchase  a  less  expensive  vehicle").  Chern  says  his  com- 
pany, Start  Fresh  Today  Instructional,  has  sold  "thousands"  of 
Department  of  Justice-approved  courses  at  $50  apiece. 

Robert  Laura,  who  is  based  in  Southfield,  Mich.,  runs  the 
Financial  Karma  Web  site.  For  $65  the  accredited  asset  manage- 
ment specialist  will  sign  you  up  for  his  course  and  send  you  his 
book,  which  prompts  bankrupt  folks  to  ask  themselves  whether  a 
purchase  is  a  "want"  or  a  "need."  Laura  also  suggests  keeping  a 
spending  record  and  saving  for  emergencies.  It's  good  counsel,  but 
even  Laura  has  some  doubts.  "You  can't  change  a  person's  behav- 
ior in  two  hours,"  he  says.  "Without  any  follow-up  or 
further  education,  it  seems  easy  for  debtors  to 
return  to  their  old  ways." 

The  National  Association  of  Consumer 
Bankruptcy  Attorneys  says  79%  of  people 
who  filed  for  bankruptcy  since  last  Octo- 
ber were  in  debt  from  circumstances 
beyond  their  control,  such  as  death  of  a 
spouse,  loss  of  a  job  or  big  medical  expenses. 
Paula  Hamilton  of  Livermore,  Calif,  took  a 
two-hour  personal  finance  course  in  June  after 
ff^^  filing  for  bankruptcy.  The  Web  program  by  Con- 
sumer Credit  Counseling  of  Kern  County  taught  her 
that  credit  cards  were  dangerous  and  saving  money  was  a  good 
idea,  not  exactly  new  insights  for  Hamilton,  52.  "I  budgeted,  I 
tried  to  save  for  goals.  I  even  had  good  credit,"  she  says.  What 
did  her  in,  she  says,  was  trying  to  support  her  15-year-old 
daughter  on  $28,000  a  year  while  paying  off  lawyers'  fees  in  a 
child  support  fight.  "I  had  no  choice  but  to  file  for  bankruptcy," 
she  says.  "I  was  facing  homelessness."  F 
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I  want  a  backup  for  our  backup. 
A  contingency  for  our  contingency. 
When  the  storm  hits, 
when  the  sky  falls  down, 
we'll  still  be  standing. 


This  is  my  world. 


My  world  runs  on 
Dynamic  Networking. 
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LOOKING  FOR  CUSTOMERS 


Nightmare  on  Main  Street:  These  13 
Chevy  dealers  vie  for  sales  in  Buffalo. 


Having  too  many 
showrooms  is  bad  for  car 
dealers  and  the  brands  they 
sell.  So  why  don't  carmakers 
do  something  about  it? 
By  Jonathan  Fahey  ana 
Joann  Mullen 


■ 


ANY  RESIDENT  OF  BUFFALO 
with  a  hankering  for  a 
Chevrolet  Impala  would 
have  no  trouble  finding 
one— and  getting  a  bargain. 
There  are  13  Chevy  dealers  within  a  half 
hour's  drive,  any  number  of  which  could 
be  played  off  each  other  on  a  given  Satur- 
day morning.  That's  why  Dean  Jackson, 
general  manager  of  Keller  Chevrolet  in 
Cheektowaga,  N.Y.,  spends  more  time 
competing  with  the  dozen  other  Chevy 
dealers  than  with  the  Toyota  guys. 
"There's  just  way  too  many  dealers,"  says 
Jackson.  "It's  a  struggle  to  keep  your  head 
above  water  every  day." 


There  are  only  five  Toyota  oudets  in  the 
area.  They  aren't  killing  one  another.  They 
are  killing  Chevrolet. 

Wouldn't  it  be  a  good  idea  if  some  large 
fraction  of  Chevy's  dealers  just  closed  their 
doors  for  the  good  of  the  brand  as  a  whole? 
Sure,  but  Keller  Chevrolet  isn't  volunteering. 

Detroit  is  going  through  a  wrenching 
contraction.  The  Big  Three's  share  of  the  U.S. 
market,  74%  a  decade  ago,  is  down  to  54%. 
Hence  the  cutting  of  tens  of  thousands  of 
workers.  But  the  vast,  overpopulated  dealer 
network  is  scarcely  budging.  The  main  stick- 
ing point  is  a  collection  of  state  and  federal 
laws  that  make  it  difficult  for  car  companies 
to  terminate  a  dealer  franchise. 


General  Motors  still  has  7, 100  dealerships 
(some  with  multiple  franchises,  for  example, 
Buick-Pontiac-GMC).  That  count  is  downi 
from  8,434  ten  years  ago.  Ford  Motor  has 
4,400  dealers  and  Chrysler  Group  3,900. 

Contrast  Toyota,  with  1,215  franchises., 
These  sell  an  average  1,613  new  vehicles  ai 
year'  apiece.  Chevrolet  has  4,1 1 1  franchises 
selling  an  average  643  vehicles.  Ford  show- 
rooms sell  696,  and  Dodge  stores  (Chryslers 
largest  division)  sell  only  408.  The  situation 
is  disastrous  for  the  smaller  brands:  Buick 
franchises  sell  only  102  new  cars  a  year,  leep 
franchises  170. 

Manufacturers  can  only  watch  as  their 
dealers  carve  one  another  up  by  advertising} 
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What  do  you  want?  We  can  help  get  you  there.  The  Power  of  the  Pyramid 

ur  financial  decisions  are  as  unique  as  you  are.  And  because  one  size  doesn't  fit  all,  Transamerica  companies 
:er  flexible  insurance,  investment,  and  retirement  strategies  designed  with  one  thing  in  mind — helping  you 
t  what  you  want.  Even  your  own  hours. 


itact  your  financial  professional,  or 

ill  1-800-PYRAMID 
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jrance  products  underwritten  by  Transamerica  Occidental 
Insurance  Company,  Cedar  Rapids,  IA,  founded  in  1906, 
its  affiliates  outside  New  York.  In  New  York,  insurance 
ducts  underwritten  by  Transamerica  Financial  Life  Insurance 
npany,  Purchase,  NY.  Not  available  in  all  jurisdictions. 
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Outfront  

giveaway  prices.  Worse,  at  least  for  the  man- 
ufacturer, is  that  a  lot  of  these  dealers  own 
competing  franchises.  A  Buick  dealer,  that 
is,  may  also  have  a  Toyota  dealership  down 
the  road.  Naturally,  they  shift  their  best  sales- 
people and  capital  to  the  most  profitable 
brands,  leaving  their  Buick  or  Ford  store 
looking  shabby  and  staffed  by  inept  or  green 
sales  agents. 

Why  don't  the  weak  dealers  just  fold  on 
their  own?  Two  reasons.  They  can  still  make 
money  on  service  and  on  selling  used  cars. 
And  the  dealership  provides  jobs  for  the 
owners  friends  and  relatives. 

The  car  companies  have  various  plans 
afoot  to  reduce  the  dealer  count.  GM  is  try- 
ing to  coax  stand-alone  Buick,  Pontiac  and 
GMC  dealers  to  combine  under  a  single  roof 
to  boost  sales  volume  per  store.  Chrysler 
Group  is  doing  the  same  with  its  Chrysler, 
Dodge  and  Jeep  dealers.  Ford  is  working  on 
a  plan  to  trim  dealers  in  California,  the  Mid- 
west and  Northeast  But  this  process  will  take 
years,  if  not  decades. 

Why  the  snails  pace?  Carmakers  can't 
just  shut  down  marginal  dealers.  Under  state 
franchise  laws  car  companies  must  show 
good  cause  to  terminate  a  dealer's  franchise 
agreement.  A  federal  law  gives  a  terminated 
dealer  the  right  to  sue  for  "bad  faith"  by  the 
car  company.  Try  telling  a  jury  that  putting 
two  dozen  workers  on  the  unemployment 
line  was  done  in  good  faith. 

These  laws  aren't  going  to  change. 
Dealers  have  traditionally  been  prominent 
businessmen  with  political  clout  in  state 
legislative  chambers.  (Ever  wonder  why  you 
cant  buy  a  car  online?) 

Nor  can  carmakers  streamline  their  net- 
works by  moving  an  outlet  wherever  they 
see  fit.  In  Texas  and  Florida,  among  other 
states,  dealers  have  the  right  to  block  any  new 
or  relocated  store  within  20  miles.  When 
there's  a  conflict,  its  referred  to  a  state  motor 
vehicles  board,  a  place  where  relocation  deals 
often  go  to  die. 

Dealers  see  these  laws  as  entirely  justi- 
fied They  have  to  put  up  the  money  for  their 
stores,  often  designed  to  the  specs  of  the 
manufacturer.  They  have  to  buy  a  certain 
number  of  veh  icles  every  month,  regardless 
of  how  good  the  vehicle  is,  at  a  price  set  by 
the  factory.  "It's  a  dealers  decision  whether 
they  want  to  make  a  go  of  it.  They  are  the 
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ones  who  made  the  financial  commitment 
to  build  these  businesses,"  says  Mark  Schien- 
berg,  president  of  the  Greater  New  York 
Auto  Dealers  Association.  "If  Ford  or  some- 
one was  really  concerned  with  overdealer- 
ing,  they  should  come  up  with  some  money' 
As  long  as  the  automakers  have  their 
checkbooks  out — doling  out  billions  of  dol- 
lars to  entice  unionized  workers  to  leave— why 
don't  they  pay  off  some  of  their  dealers  to  close 
up  shop,  too?  Ford  is  quietly  offering  some 
dealers  as  much  as  $300,000  to  encourage 
mergers  that  would  streamline  its  network,  a 
sum  one  dealer  called  "chicken  feed,"  accord- 
ing to  Automotive  News.  It  cost  GM  $583  mil- 


Tough  times  but  not  for  sale:  Dean  Jackson. 


lion  to  compensate  its  699  Oldsmobile  deal- 
ers after  it  decided  in  2000  to  phase  out  the 
brand  That's  $840,000  per. 

Let's  assume  that  the  cost  of  buying  out 
a  dealership  is  $2,000  per  car  sold  annually. 
(A  dealer  who  sells  500  cars  a  year  would  get 
$1  million,  for  example.)  To  buy  out  enough 
dealers  so  that  the  remainder  sell  1,000  a  year, 
we  estimate,  GM  would  have  to  close  2,600 
stores,  at  an  average  cost  of  $1.2  million  each, 
or  $3.3  billion.  Ford  would  have  to  spend 
$2  billion  to  close  1,400  stores,  and  Chrysler 
would  have  to  spend  $1.9  billion  to  close 
1,600.  In  comparison,  GM  spent  $3.7  billion 
to  buy  out  34,000  union  factory  workers  this 
summer. 

Don't  bet  that  anything  like  this  will  hap- 
pen overnight.  When  a  company  eliminates 
a  job,  labor  costs  go  down.  When  a  com- 
pany loses  a  dealer,  its  overhead  costs  stay 


the  same  and — at  least  in  the  short  term- 
loses  a  few  hundred  car  sales.  "There's  n 
immediate  payback,"  says  Joe  W.  Eberhard 
Chrysler  Group's  senior  vice  president  fo 
sales  and  marketing. 

But  Mercedes-Benz,  another  unit  c 
DaimlerChrysler,  has  already  proved  that 
massive  buyout  of  dealers  can  be  success 
ful.  In  the  1990s  Mercedes  sales  were  fallinj 
in  the  face  of  competition  from  Japans  nev 
luxury  brands,  Lexus  and  Infiniti,  and  deal 
ers  weren't  investing  in  their  stores.  So  ove 
the  next  several  years  Mercedes  bought  ou 
more  than  100  dealers  (20%  of  the  total)  a 
a  cost  of  hundreds  of  millions  of  dollars.  The 
tradeoff  was  that  the  remaining  dealers  hac 
to  invest  some  $2  billion  over  ten  years  to 
spiff  up  their  stores,  add  to  their  inventor 
and  hire  top-notch  salespeople.  Deale 
profits  improved,  and  Mercedes'  annua 
sales — helped  by  an  expanding  lineup  o 
new  models — grew  from  59,000  vehicles  ir 
1991  to  206,000  in  2000.  "It's  a  difficult  leaf 
for  executives,"  says  former  Mercedes  chid 
Mike  J.  Jackson  (now  head  of  AutoNation 
the  country's  largest  dealer  group).  "The] 
can't  understand  that  less  is  more." 

The  Chevy  dealers  in  Buffalo  can  onh 
dream  about  something  like  that.  Instead 
this  is  how  it  works  for  them:  A  fourteenth 
Buffalo  dealer  was  put  up  for  sale  earlier  thii 
year,  and  GM  offered  each  of  the  other  deal] 
ers  the  chance  to  buy  it  or  help  pay  to  shut 
it  down.  The  dealers  kicked  in  mone) 
according  to  their  size  (they  won't  say  how 
much)  and  closed  the  store. 

Buffalo's  biggest  Chevy  dealer,  Duane 
Paddock,  is  delighted.  He  has  hired  three 
new  parts  clerks,  four  more  mechanics  and 
eight  salespeople.  "Our  dealership  has  more 
strength,  more  longevity'  he  says. 

But  one  closed  dealer  isn't  nearly  enough 
for  Paddock's  neighbor,  Dean  Jackson  at 
Keller  Chevrolet.  He  figures  his  business  will 
just  keep  scraping  by  on  service  and  used 
cars'.  Even  so,  the  dealer  wouldn't  take  any 
offers  of  a  buyout,  for  the  same  reasons  thou-| 
sands  of  other  dealers  across  the  country) 
stick  with  it.  Three  of  the  Keller  family's  kidsl 
work  in  the  dealership,  and  it  would  be  loathl 
to  put  its  55  employees  out  of  work.  Besides,, 
he  says:  "We've  been  doing  this  our  whole 
lives,  it's  what  we  do.  Farmers  are  farmers,j 
and  car  dealers  are  car  dealers."  F 
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DEREK  JETER  IS  HAVING  A 
great  year.  The  New  York 
Yankees'  seven-time  All-Star 
shortstop  is  heading  into  the 
playoffs  batting  .339  with 
110  runs  scored  and  stands  a  good  chance 
of  winning  his  first  American  League 
Most  Valuable  Player  award.  But  on 
Protrade.com,  the  year-old  online  stock 
market  where  thousands  of  traders  set  the 
price  of  athletes  like  shares  of  Dell  or  Gen- 
eral Electric,  Jeter  is  rated  a  "sell." 

According  to  the  elaborate  statistical 
formulas  created  by  Protrade,  Jeter's  $79 
share  price  far  exceeds  his  impressive 
offensive  and  defensive  contributions.  The 
numbers  say  the  32-year-old  Jeter  doesn't 
get  to  as  many  ground  balls  as  he  used  to 
and  at  bat  lacks  the  power  of  players  who 
earn  less  money.  Viewed  in  the  same 
harsh  statistical  light,  New  England  Patri- 
ots quarterback  Tom  Brady  and  Seattle 
Seahawks  running  back  Shaun  Alexander 
are  also  rated  "sell." 

A  passionate  sports  fan  could  easily 
ignore  Protrade.com  as  a  parlor  game. 
The  site  is  free  to  play,  and  you  can't  get 
rich  at  it:  Prize  money  goes  only  as  high  as 
$2,500;  noncash  prizes  include  iPods  and 
trips  to  the  Super  Bowl.  But  to  the  sites 
two  young  founders,  Michael  Kerns  and 
Jeffrey  Ma,  the  idea  of  short-selling  a 


proven  All-Star  is  an  entertaining  way  of 
promoting  their  real  goal:  altering  the 
landscape  of  professional  sports  by  popu- 
larizing rigorous  statistical  analysis. 

The  data-intensive  approach  to  pro 
sports  was  made  famous  by  Moneyball 
(W.W.  Norton  &  Co.),  Michael  Lewis' 
2003  book  on  Oakland  Athletics  general 
manager  Billy  Beane.  Beane  disregarded 
the  gut  instincts  of  scouts  and  the  use  of 
common  stats  (such  as  batting  average)  in 
favor  of  arcane  figures  such  as  runs  cre- 
ated. Beane  used  his  analysis  to  sign  solid 
players  passed  up  by  richer  teams. 

Protrade,  in  San  Mateo,  Calif.,  is 
bringing  the  Moneyball  approach  to  the 
masses,  adding  football  and  basketball, 
too.  Its  50,000  members  average  8,000 
trades  per  day,  up  from  3,400  per  day  in 
March.  Membership  has  doubled  since 
August. 

The  site  has  turned  into  the  MySpace 
for  sports-stats  geeks.  Members  blog 
about  their  favorite  players,  create  per- 
sonal profiles,  share  their  portfolios  with 
other  members  and  compete  in  weekly 
challenges.  "Everybody  wants  to  prove 
that  they're  the  smartest  sports  fan,"  says 
Kerns,  29.  "What  better  way  than  to  be 
the  top  trader?" 

The  little  company  has  yet  to  post 
meaningful  revenue,  apart  from  advertis- 


ing income  from  Google  ads  on  its  site.  Bu 
Kerns  intends  to  spread  Protrade's  influeno 
by  peddling  its  most  valuable  asset:  a  grow 
ing  set  of  original  formulas  that  establisl 
scoring  and  winning  probabilities  for  play 
ers  and  teams.  Protrade  uses  raw  sport 
data  from  Stats,  Inc.  to  build  massive  play 
by-play  databases  for  each  of  the  thre^ 
major  sports.  The  football  database  coven 
five  years  and  more  than  500,000  plays  anc 
includes  such  information  as  score,  clod 
time,  down  distance,  field  position,  time 
outs  left  and  weather. 

Ma,  Protrade's  chief  of  research,  plug: 
these  key  variables  into  binary  logistic  re 
gression  equations  and  Markov  models 
(also  used  by  Google's  Web-page  ranking 
system)  to  determine  how  much  offense  < 
player  can  produce  in  a  game.  A  regressiort 
is  an  equation  that  connects  one  variable 
(like  a  pitcher's  win-loss  record)  to  anothei 
(like  his  salary);  in  a  binary  logistic  regres 
sion,  one  of  these  variables  is  of  the  yes 
no  variety  (did  he  win  his  last  game?).  Aj 
Markov  model  calculates  the  probability  of 
an  outcome  (like  scoring  a  run)  by  track- 
ing the  succession  of  events  that  leads  to 
it  (get  on  base,  get  to  second,  etc.)  and  using 
the  probability  of  progressing  from  one 
state  of  affairs  to  the  next. 

Not  many  sports  fans  know  their 
favorite  player's  assist-to-dunk  ratio.  But 


Picking  Winners 

Two  young  stats-obsessed  fans  are  out  to  change  the  way  we  experience 
professional  sports  By  Zack  O'Malley  Greenburg 
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When  a  global  leader  in  building 
management  needed  to  update  its 
IT  systems,  Web  services  were  an 
integral  component  of  the  solution. 
Critical  information  became  more 
accessible,  opening  up  new  levels 
of  accessibility  for  employees. 


you  give 
r  people  the 
right  tools,  success 
is  inevitable. 


Now,  customers  can  access 
building  controls  remotely  and 
share  data  between  separate 
applications.  The  net  result 
is  an  increase  in  cost  savings 
and  productivity. 

See  the  full  details  of  this  case  study 
at  microsoft.com/peopleready 


Your  potential.  Our  passion" 

Microsoft 


©  2006  Microsoft  Corporation.  All  rights  r.  erved.  Microsoft  and  "Your 
potential.  Our  passion."  are  either  registereo  ti  jdemarks  or  trademarks 
of  Microsoft  Corporation  in  the  Unite  J  States  and/or  other  countries. 


Ma  does.  A  player  may  be  more  valuable  if 
his  assists  lead  to  dunks  more  often  than 
jump  shots.  Protrade's  analytics  also  spit 
out  the  likelihood  of  a  football  team  scor- 
ing on  a  given  drive  or  its  chance  of 
winning  the  game  at  any  point  in  time. 
Protrade  recently  signed  an  agree- 
ment with  ESPN  to  license  its  ana- 
lytics for  use  on  pro  football  broad- 
casts, studio  shows  and  ESPN.com, 
starting  this  season.  Kerns  is  nego- 
tiating similar  deals  with  a  number 
of  other  big  broadcasting  compa- 
nies. One  idea  being  discussed  is  to 
display  an  onscreen  "team  health 
chart"  that  fluctuates  along  with 
a  team's  chances  to  win.  Sports 
Illustrated  regularly  runs  articles 
using  Protrade's  analysis  on  its 
CNNSI.com  home  page,  as  does 
MLB.com.  Several  legal  online 
betting  sites  have  approached 
Protrade  to  use  its  win-probability 
statistics  in  a  live  gambling  game. 

"The  big  media  companies  all 
do  the  same  thing,"  says  Kerns. 
"When  [Pittsburgh  Steelers  quar 
terback]  Ben  Roethlisberger  gets  into  a 
motorcycle  accident,  they  all  run  the 
same  story.  There  hasn't  been  too  much 
innovation." 

Ma  is  also  using  Protrade's  database  to 
help  pro  teams  select  talent.  With  the 
number  two  pick  in  the  NBA  draft  this 
summer,  the  Portland  Trailblazers  passed 
on  Adam  Morrison,  hailed  by  many  as  the 
next  Larry  Bird,  and  snagged  LaMarcus 
Aldridge  instead.  Why?  "Our  numbers 
said  that  Adam  Morrison  should  have 
been  a  second-round  pick,"  says  Ma. 

Kerns  got  the  idea  for  a  sports  stock 
market  in  the  late  1990s  while  he  was  an 
undergraduate  at  UCLA.  He  didn't  see  how 
to  make  it  into  a  real  business  until  he 
read  Moneyball  while  working  as  chief  of 
staff  to  Jeffrey  Moorad,  then  a  sports  agent 
(and  now  co-owner  of  the  Arizona  Dia- 
mondbacks). Kerns  left  Moorad's  firm  to 
start  Protrade  in  late  2003. 

Around  that  time  Kerns  met  Ma  at  a 
poker  game  set  up  by  a  common  friend. 
He  knew  he  would  lose  in  cards  to  Ma,  a 
star  of  the  famous  blackjack  team  at  the 
Massachusetts  Institute  of  Technology.  In 
the  late  1990s  Ma  and  his  pals  netted 


$3  million  from  Las  Vegas  casinos  in  les 
than  two  years  by  surreptitiously  countin 
cards,  a  feat  recounted  in  the  2002  best 
seller  Bringing  Down  the  House  (Fre 
Press).  Ma  says  he  can  keep  track  of  up  ti 
six  decks  of  cards  in  his  head. 


Stickin'  or  Kiekin'? 


Fantasy  football  players,  take  note:  Here's 
how  some  gridiron  pros  compare  with  their 
"fair  value"  on  the  Protrade  stock  market 
for  athletes.  Sell  the  Snake — if  you  dare. 


OVERVALUED 

(T)  Aaron  Brooks  (abroo) 
(2)  Domanick  Davis  (ddavi) 
(D  Jake  Plummer  (snake) 

(4)  Lamont  Jordan  (uord) 

(5)  Keenan  McCardell  (kmcca) 

UNDERVALUED 

©  Brad  Johnson  (Bjohn) 
(2)  Alex  Smith  (asmit) 
(D  Chester  Taylor  (ctayl) 

(4)  Drew  Bennet  (DBENN) 

(5)  Mushin  Muhammad  (mushin) 


The  two  hit  it  off  that  night,  and  three) 
weeks  later  Ma  flew  to  Silicon  Valley  toi 
join  Protrade  as  its  chief  of  research.  Kerns 
raised  $11  million  in  funding  from,| 
among  others,  Moorad  and  Kevin  Comp 
ton,  a  partner  at  venture  firm  Kleiner 
Perkins  Caufield  &  Byers. 

Protrade's  popularity  is  sure  to  grow 
with  the  boom  in  stats-heavy  fantasy 
sports  leagues.  Some  15  to  18  million  peo 
pie  played  in  fantasy  leagues  this  year,  up 
from  4  million  in  2000,  according  to  the 
Fantasy  Sports  Trade  Association.  "Fans 
are  looking  for  a  customizable  sports 
experience,  and  Protrade  gives  them  that," 
says  Paul  Swangard,  managing  director  of 
the  Warsaw  Sports  Marketing  Center  at 
the  University  of  Oregon.  But  Swangard 
does  warn  of  stats  overload.  "Does 
another  level  of  statistical  analysis  really 
matter  to  the  average  fan?" 

Kerns  thinks  he's  knows  what's  best  for 
the  television  viewer  with  the  remote  in 
his  hands.  "That  guy  probably  has  an 
opinion  as  to  whether  Aaron  Brooks  or 
Andrew  Walter  should  be  starting  for  the 
Raiders.  He  should  go  to  Protrade  and  see 
if  people  agree  with  him."  F 
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80  OZ.  OF  THE 

GRILLED  TO  P  ERF  EC  T I  ON 


Rich  with  tradition.  Free  from  pretension.  Strength  to  move 
forward,  always  looking  toward  the  sunrise.  The  American 
West  has  a  certain  feel  to  it.  And  now  it  has  a  flavor. 

Five  Herds  bison  is  tender;  all  natural  -  and  full  of  the  hearty 
flavor  that  really  sums  up  what  the  West  is  all  about.  Our 

bison  are  range-raised  and  grass-fed,  so  our  steaks  are  pure, 

simple  and  good  for  you.  In  fact,  bison  has  less  fat 
and  less  cholesterol  than  beef,  salmon  and  skinless  poultry. 

From  gourmet  filets  to  savory  strip  steaks, 
it's  a  western  experience  waiting  to  be  enjoyed. 
Order  Five  Herds  bison  today. 

www.fiveherds.com/forbes     I  -888-543-737 1 

MAKE  THE  HOLIDAYS  MEMORABLE  - 

Send  your  friends  and  family  gifts  from  Five  Herds! 
Call  or  visit  our  website  for  more  information. 

 ★  


FORBES  READERS 
TRY  FIVE  HERDS  BISON  AT 
A  DISCOUNTED  PRICE 

Mention  Forbes  and  receive  1 5%  off 
your  order! 
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1 

Chef  Forrest  D.Waldo  II,  C.E.C. 

Five  Herds  Chef 

Five  Herds  Chef  Forrest  D.  Waldo 
has  spent  20  years  honing  his 
gourmet  culinary  skills  in  some 
of  the  country's  top  restaurants. 
He  now  puts  his  talents  to  use  in 
an  effort  to  bring  the  flavor  and 
all-natural  quality  of  bison  into 
the  mainstream  diet  Described 
as  having  "the  most  refined  palate 
for  bison  in  North  America," 
Chef  Waldo  continues  to  perfect 
the  steaks  and  recipes  we  bring 
to  you. 


Digital  Tools 


Stephen  Manes 


WE  LIVE  IN  A  TIME  OF  DIGITAL  CAMERAS  THAT 
fit  into  the  slimmest  of  pockets.  You  might  rea- 
sonably expect  the  traditional  bulky,  pricey, 
single-lens-reflex  format  that  screams  "I'm 
With  Tourist!"  to  be  dying,  except  among 
professionals  who  need  its  advanced  features. 

Not  so.  Once  digital  SLRs  began  turning  up  in  the  $1,000 
neighborhood,  they  began  attracting  amateur  and  "prosumer" 
photographers  willing  to  trade  lightness,  smallness  and  features 
like  video  and  audio  capture  for  improved  flexibility,  control 


and  picture  quality.  Today's  consumer-priced  digital  SLRs  delive 
the  kind  of  performance  that  was  limited  to  pro  models  a  fev 
years  ago.  ■ 

Like  their  film-based  ancestors,  digital  SLRs  accept  a  broac 
range  of  lenses  and  accessories.  They  offer  modes  that  star 
at  pure  point-and-shoot  and  back  off  to  let  photographers  tweal 
exposure,  focus,  depth  of  field  and  color  balance  to  the  ntl 
degree.  SLRs  start  up  and  shoot  with  minimal  lag,  last  foi 
hundreds  upon  hundreds  of  shots  on  a  single  battery  and  us< 
larger  sensors  and  lenses  that  capture  more  light. 

Current  trends  in  SLRs  are  much  like  those  in  the  rest  of  thi 
digital  camera  world.  More  megapixels  let  you  print  larger  pictures 
or  crop  more  aggressively.  Bigger  back-panel  screens  help  you 
review  your  shots  with  less  squinting,  even  if  those  screens  are  still 
not  as  big  as  the  ones  on  some  tiny  new  digicams.  And  ne\^ 
wrinkles  abound.  Here's  how  four  new  models  test  out: 

Canon's  EOS  Digital  Rebel  XTi  is  the  successor  to  th^ 
very  popular  Rebel  XT,  whose  compact  form  was  the  subject 
of  complaints  from  the  ham-fisted  and  compliments 
from  everyone  else.  At  $900  with  an  18-55mm  zoom,  ij 
includes  a  sensor  that  has  been  bumped  up  to  10  megapixels 
from  its  sibling's  8.  The  2.5-inch  color  LCD  screen  is  almost 
twice  as  big  as  the  one  on  the  old  model  and  can  turn  off  autoj 
matically  when  you  put  your  eye  to  the  viewfinder.  The  menu 
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atest  models  from 
jng  SLR  traditions: 
likon  D80,  Canon  EOS 
ligital  Rebel  XTi. 


system  has  been  revamped  and  simplified. 

Another  new  feature,  first  seen  on  Olympus  Evolt 
models  earlier  this  year,  is  a  system  that  cleans  the  sensor  by 
shaking  dirt  away  when  you  turn  the  camera  on  or  off. 
Sounds  good,  but  needless  to  say,  I  didn't  test  it  by  changing 
lenses  in  a  dust  storm,  and  you  probably  shouldn't,  either. 

I  liked  the  old  Rebel,  and  I  like  this  one,  too.  It  uses 
Compact  Flash  cards,  focuses  quickly  and  accurately  in  just 
about  any  situation  and  produces  pictures  that  look  great. 
But  the  lens  that  comes  with  it  isn't  particularly  versatile. 
Consider  buying  glass  with  greater  range  and  possibly  image 
stabilization,  which  is  a  great  boon  in  low  light. 

Nikon's  new  D80  goes  for  $1,300  with  an  18- 135mm 
lens  that  lets  you  go  surprisingly  wide  and  tight.  The 
camera  uses  SD  cards,  feels  slimmed  down  compared  with 
earlier  Nikon  models  and  has  very  nice  balance.  The  color 
LCD  screen  and  10-megapixel  resolution  essentially  match 
the  Canons.  The  big,  bright  viewfinder  is  the  best  I've  tried 
of  late;  focusing  is  fast. 

And  despite  the  professional  aspirations  of  people  who 
buy  cameras  like  these,  Nikon  fearlessly  tosses  in  some  fea- 
tures it  puts  into  consumer  models  that  cost  a  fifth  of  this 
one.  After-the-fact  red-eye  correction  and  detail-enhancing 
"D-Lighting"  processing  are  available  in  a  camera  of  this 
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caliber  for  the  first  time.  Fortu- 
nately, both  effects  work  on  a  copy 
of  the  image,  so  the  original  is  un- 
marred.  You  can  also  avail  your- 
self of  a  slide-show  feature  called 
Pictmotion,  with  lots  of  dubious 
transition  effects.  But  with  no 
audio  speaker  in  the  camera,  you 
won't  hear  the  built-in  music  un- 
less you  cable  the  D80  to  a  TV. 

Aside  from  an  overabun- 
dance of  digital  image  speckling 
at  its  very  highest  sensitivity  of 
ISO  3200,  the  camera's  only  obvi- 
ous drawback  is  its  traditional 
Nikonian  user  interface,  with 
lots  of  puzzling  buttons,  dials 
and  display  options,  a  problem  it  shares  with  its  siblings.  If  you're 
used  to  Nikons,  the  D80  will  make  you  feel  right  at  home.  If  not, 
plan  to  spend  long  evenings  with  the  manual. 

Sony's  $900  Alpha  DSLR-A100  is  the  first  fruit  of  its  recent 
acquisition  of  the  digital  SLR  business  of  Konica  Minolta.  The 
top-line  feature  is  image  stabilization  inside  the  camera.  Since 
the  image  sensor  rather  than  a  lens  element  moves  to  counteract 
unwanted  shaking,  every  garden-variety  lens  can  become  an 


SLR  newcomers:  Panasonic 
Lumix  L1,  Sony  Alpha 
DSLR-A100. 


image-stabilized  model.  A  cell 
phone-like  series  of  bars  in  th< 
finder  shows  you  just  how 
much  shaking  is  going  on;  thai 
feedback  can  help  you  hold  the 
camera  more  stably. 

Sony  includes  an  18-70mni 
lens,  and  the  10-megapixel 
camera  can  accept  a  wide  range 
of  existing  Konica  and  Minolta 
lenses.  Like  the  Canon,  the 
Alpha  comes  with  a  shaker  that 
removes  dust  from  the  sensor, 
and  it  too  can  sense  when  youi 
eye  is  at  the  viewfinder.  But  it 
goes  Canon  one  better  by  offer- 
ing to  focus  the  camera  auto- 
matically whenever  it  senses  that  you've  put  it  up  to  your  eye. 

I  like  the  very  clear  user  interface,  which  puts  most 
major  functions  on  a  top-mounted  dial.  The  Alpha  offers 
another  cute  feature  I  don't  remember  seeing  on  anw 
other  camera:  When  you  use  it  for  vertical  shots,  the  display 
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jiesents  info  down  the  screen  instead  of  across. 

ij  The  main  annoyance  is  that  this  camera  makes  a  lot  of  little 

inises  and  sighs  when  it's  focusing  and  changing  modes. 

^j/erall  image  quality  in  my  tests  was  just  slightly  below  the 

[|kon  and  Canon  models,  but  images  were  often  sharper  in 

j|»v-light,  high-sensitivity  modes,  thanks  to  that  built-in  image 

^ibilization. 

ft  Panasonic's  $2,000  Lumix  LI  comes  with  a  Leica  14-50mm 
Ins  that's  more  sensitive  than  the  others  and  is  image- 
liibilized,  too.  It  accepts  lenses  from  the  digital-friendly  Four 
birds  system.  But  unlike  the  others,  this  camera  is  something 
|  a  deliberate  throwback,  complete  with  the  look  of  a  flat- 
^pped  rangefinder  camera,  f-stops  on  a  lens  ring  and  shutter 
s  eeds  on  a  top-mounted  dial.  You  can  set  shutter,  aperture  or 
j)th  to  be  automatic  by  selecting  the  letter  A  instead  of  a 
umber,  but  you  won't  find  special  modes  like  the  ones  on  the 
[her  cameras  for  portraits,  macros,  sports  and  the  like, 
j  The  Lumix's  showstopping  feature  is  a  live  preview  mode  in 
ihich  vou  can  use  the  LCD  screen  instead  of  the  viewfinder  to 


compose  your  shots,  just  the  way  you  might  on  a  cheap  point- 
and-shoot  pocket  model.  But  unlike  the  first  SLR  that  offered  that 
feature,  the  significantly  cheaper  Olympus  Evolt  E-330  (FORBES, 
May  8),  the  Lumix  lacks  a  special  viewing  sensor,  so  using  the  live 
mode  requires  locking  up  the  mirror  to  put  the  lens  in  commu- 
nication with  the  image  sensor.  That  makes  it  awkward  to  use 
such  features  as  autofocus,  for  which  the  mirror  has  to  flip  back 
down  again. 

The  Lumix  has  a  dust -shaker  and  also  one  clever  feature  I've 
never  seen  before:  Instead  of  having  to  aim  the  built-in  flash 
directly  forward  and  end  up  with  that  inevitably  harsh  starlet-in- 
the-headlights  paparazzi  lighting,  you  can  tilt  the  flash  toward 
the  ceiling  for  more  flattering  bounce  illumination.  But  my  tests 
revealed  the  7.4-megapixel  Lumix  to  have  problems  similar  to 
those  I  found  with  the  Olympus:  They  include  difficulty  auto- 
focusing  on  low-contrast  subjects  in  low  light  and  a  plethora  of 
digital-noise  speckles  at  the  highest  sensitivity  of  ISO  1600.  All  in 
all,  the  Lumix  seems  an  overpriced  underperformer  in  this  other- 
wise overachieving  crowd.  F 


Please  turn  the  page  to  see  our 
special  Building  Your  Own  Business  gatef  old.  ► 
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e  hosting  for  their  site; 
their  small  apartment, 
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f  Jim  ran  things  alone, 
ig  in  the  garage."  The 
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0  in  sales. 

Along  the  way 
there  have  been 


lire  Bre- 
owder  magazine 
>ing  editor.  "I  couldn't 
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;hts  he  spent  slaving  for 
esee  found  it  tough  to 
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with  Cellmania.com, 
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pital.  Cellmania  threw 
ind  Bresee  did  his  part, 
close  a  $1  million  deal 
Yahoo's  official  mobile 
which  yielded  only  a 
s.  "John  learned  a  lot 
for  us,  with  someone 
says.  It  also  turned  him 
outside  investment, 
millions  in  funding, 
working  full-time 
By  then  the  world 
mpany,  housed  in  a 
ding,  was  on  its  way 
.  Many  of  its  Web 
excessive  spending, 
grew,  Holland  never 
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ki  Team's  office.  To 
lolland  turned  off  the 
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eap:  The  14  generic 
crashed  frequently.) 


"They  were  killing  themselves  back  then," 
says  Kristen  Ulmer,  a  renowned  big- 
mountain  skier.  Ulmer  should  know:  It 
was  her  toilet  that  Bresee  replaced. 

Many  shoppers  stumbled  on  the  site 
while  doing  equipment  searches  on  Yahoo 
and  Google.  Holland  and  Bresee  also  drew 
plenty  of  traffic  via  6,500  Web  affiliates  that 
post  links  on  their  sites  or  blogs  in  exchange 
for  generous  sales  commissions  of  7%  to 
10%.  And  it's  efficient:  The  ten  leading 
affiliates  average  $30,000  a  year  in  commis- 
sions, keeping  Backcountry's  marketing 
costs  below  10%  of  sales.  The  network  has 
helped  revenues  to  double,  on  average,  every 
year  since  2001.  Backcountry.com — 
•        the  domain  name  was  finally 


-now 


acquired  in  2001 
J  £  processes  2,000  or 

y  Qtff.-  so  orders 

iSfOHh 

day  with  the  ''Of  r» 

help  of  a  $1  million  ^ff) 
conveyor  system  in  its 
208,000-square-foot  warehouse. 

The  ski  bums  recently  found 
another  way  to  goose  sales,  via 
Steepandcheap.com,  a  site  that  promotes 
one  item  at  a  time  at  a  deep  discount;  once 
it's  sold  out,  another  product  shows  up.  On 
Sept.  18  SAC  sold  1,800  pairs  of  Electric  BSC 
sunglasses  for  $17.50  each.  Normal  retail  at 
Footlocker.com  is  $120.  When  the  sun- 
glasses ran  out,  they  were  replaced  by  the 
North  Face's  Lightspeed  jacket  ($150). 
Manufacturers  like  SAC  because  it's  a 
cheap  way  to  dispose  of  surplus  or 
discontinued  items;  many  vendors  prefer 
the  format  to  that  of  closeout  sites,  like 
Sierratradingpost.com  or  Overstock.com, 
where  products  can  linger  for  months  and 
dilute  a  brand's  cachet.  Though  it  accounts 
for  just  a  fraction  of  total  sales,  SAC's  growth 
potential — it  did  a  record  $82,000  in  sales 
on  Sept.  15 — has  Backcountry  stoked. 

To  keep  growing,  as  well  as  to  fend  off 
competitors  like  REI,  Mountaingear.com 
and  Moosejaw.com,  Backcountry.com  can't 
rely  on  self-financing  forever.  What  about 
going  public?  "There  have  already  been 
whispers  from  outsiders,"  says  Bresee.  But 
Holland  dismisses  the  idea  of  a  public 
offering.  Maybe  he  doesn't  want  to  spend 
money  printing  the  prospectus.  F 
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SELLING  BURGERS 


A  Kingdom  Seeks  Magic 

Don't  sell  the  hamburger,  sell  the  cult.  It  works,  sort  of. 

By  Allison  Fass 


IF  BURGER  KING  HOLDINGS  HAS 
its  way,  young  moviegoers  in  the 
next  year  or  so  will  flock  to 
theaters  to  see  Above  the  King,  a 
comedy  about  a  teen  misfit,  who 
just  happens  to  live  in  an  apartment 
over  a  Burger  King  restaurant,  and  his 
unlikely  friendship  with  an  aristocrat. 
The  company,  which  plans  to  spend 
$5  million  making  the  quirky  flick, 
hopes  for  the  cult  appeal  and  success  of 
Napoleon  Dynamite,  a  2004  low-budget 
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hit  about  an  adolescent  oddball.  Burger 
Kings  celluloid  dreams — this  is  but  one 
idea — are  being  shopped  to  Hollywood 
studios  by  executive  producer  Christo- 
pher Moore,  co-producer  of  Good  Will 
Hunting.  If  it  gets  made,  it  is  likely  to 
be  the  first  mainstream  film  written 
and  produced  by  a  marketer  and  its  ad 
agency,  and  it  is  part  of  what  Russell 
Klein,  Burger  King's  head  of  marketing, 
calls  "an  allout  full  gallop  to  catch  up 
with  our  consumer." 


Burger  King's  scramble  is  centered 
on  wacky  advertising  and  new-media 
initiatives.  The  company  proudly 
trumpets  its  traditional,  fat-soaked  fare 
on  TV,  cell  phones  and  popular  Web 
sites  aimed  at  "Super  Fans" — mostly 
young  men  who  pop  into  fast-food 
restaurants  16  times  a  month  on  aver- 
age. The  current  emphasis  on  market- 
ing is  reminiscent  of  its  big  ad  push 
several  decades  ago:  Burger  King  has 
even  revived  its  1974  tagline,  "Have  it 
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your  way,"  which  Klein  believes  res- 
onates with  tech-sawy  burger  fans. 

Its  mascot  is  back,  too.  The  current 
king,  an  updated  version  of  a  1960s 
character,  is  a  mute  guy  with  a  gigantic 
plastic  mask,  frozen-in-place  smile, 
bejeweled  crown  and  wine-colored  robe. 
This  fellow  has  appeared  in  24  weird  TV 
commercials — in  one  spot,  a  fast-foodie 
is  surprised  to  wake  up  with  the  king  in 
his  bed — and  an  animated  version  will 
soon  star  in  three  videogames.  The  fast- 
food  company  is  spending  upwards  of 
$5  million  to  develop  games  for 
Microsoft's  Xbox  and  Xbox  360  con- 
soles. As  early  as  next  month  gamers  will 
be  able  to  compete  with  its  mascot  on 
motorcycle  speedways  and  in  bumper 
car  rides  in  games  that  will  be  sold  in 
Burger  King  outlets  for  $4  with  the  pur- 
chase of  a  meal. 

The  king  gets  around.  Its  mascot  has 
his  own  profile  on  MySpace.com,  the 
popular  social-networking  Web  site 
where  133,355  profiles  are  linked  to  his. 
These  supposed  fans,  mostly  guys,  write 
things  like  "I  love  you!  I  want  you. ..."  and 
"Dude,  you  rock!"  Also  on  MySpace, 
Burger  King  has  been  among  the  first 
advertisers  to  sponsor  free  content  down- 

Fast-Food  Nation  


loads,  offering  episodes  of  the  Fox  series 
24.  Meanwhile,  on  Heavy.com,  a  site  with 
user-created  videos,  there  are  amateur 
clips  with  people  wearing  the  king's  mask. 
(In  one,  a  guy  in  a  king  costume  who 
appears  to  be  in  his  20s  drives  up  to  a 
McDonald's  and  repeatedly  asks  for  a 
Whopper,  frustrating  the  order  taker.) 

Indeed,  impersonating  the  king  is 
apparently  irresistible  to  some  fast-food 
fans.  A  plastic  king  mask,  which  the 
company  plans  to  offer  at  $10  in  time  for 
Halloween,  was  recently  listed  for  sale  at 


II 


"We're  really  trying  to  do  something  di] 
ferent  and  not  just  give  consumers  a  straigh 
ad  over  and  over,"  says  Gillian  Smith,  senia 
director  of  media  and  interactive. 

Burger  King  has  shelled  out  a  total  a 
$730  million  on  U.S.  advertising  sine 
2004,  says  TNS  Media  Intelligence,  whici 
comes  close  to  4%  of  U.S.  systemwidi 
store  sales.  (For  the  June  30  fiscal  year  tb 
company's  revenue,  largely  from  com 
pany-owned  restaurants,  was  $2.05  bill 
lion.)  Klein,  the  company's  sixth  market 
ing  chief  in  a  decade,  credits  the  effort 


We're  really  trying  to  do  something 
different  and  not  just  give  consumers 
a  straight  ad  over  and  over" 


$100  on  Ebay. 

Burger  King's  marketing  blitzkrieg 
started  in  2004,  when  its  ad  agency,  Crispin 
Porter  &  Bogusky,  created  a  Web  site  fea- 
turing a  guy  in  a  chicken  suit  who  responded 
to  typed  commands.  Within  a  week  of  its 
launch  www.subservientchicken.com,  which 
is  still  active,  had  52  million  visits  that  lasted, 
on  average,  eight  minutes. 


Burger  King  is  experimenting  with  marketing  over  the  Internet,  on  cell  phones 
and  in  videogames,  but  it  spends  most  of  its  ad  money  on  offbeat  TV  advertising. 


with  helping  boost  annual  sales  for  th 
average  franchise  from  $940,000  in  200 
to  $1.1  million  this  year. 

It's  easy  for  the  company  to  looi 
decent  after  faring  so  poorly  for  so  long 
The  world's  second-largest  burge 
purveyor  languished  from  1998  througf 
2004,  with  same-store  sales  that  declinec 
or  were  flat  each  year.  During  that  tim« 
many  of  their  franchisees  strugglec 
because  they  were  overleveraged.  Ir 
December  2002  private  equity  partner 
Texas  Pacific  Group,  Bain  Capital  Part 
ners  and  the  Goldman  Sachs  Fund 
bought  Burger  King  from  Diageo  Pic.  foi 
$1.5  billion. 

But  clever  marketing  goes  only  so  far 
Burger  King's  North  American  same-store 
sales  growth  of  3.5%  in  the  first  half  of  this 
year  trailed  results  at  McDonald's.  Since  the 
owners  raised  $425  million  by  selling 
shares  to  the  public  in  May  at  $17,  the  stock 
has  gone  sideways,  closing  recently 
at  $16.25. 

"How  do  they  translate  [the  advertising] 
to  'I  want  to  come  back  to  Burger  King 
because  of  the  food  and  the  rest  of  the  ex- 
perience'? That's  the  challenge,"  says  Allen 
Adamson,  New  York  managing  director  of 
Landor  Associates,  a  branding  firm. 

Klein  insists  the  company  is  getting 
there.  "Everything  we  do  is  purposeful," 
says  he.  "We're  not  just  setting  our  hair 
on  fire  to  attract  attention."  F 
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Take  the  mystery  out 
of  planning  for  "if." 


Let's  shed  some  light  on  life  insurance. 


For  every  "if"  in  life,  there's  a  solution.  Like  protecting  your  family  with  life  insurance.  Choosing  the  right  coverage  doesn't 
have  to  be  as  costly,  complicated  or  mysterious  as  you  may  think.  MetLife  is  the  largest  provider  of  life  insurance  in  the 
U.S.  Our  representatives  help  sort  through  your  choices  to  build  on  what  you  already  have  and  adjust  for  your  growing 
needs.  Starting  with  your  existing  coverage,  we'll  collaborate  with  you  to  fill  in  the  gaps  and  help  you  create  your  personal 
safety  net.  Demystifying  life  insurance  is  as  simple  as  calling  on  our  expertise.  Together  we  can  make  a  plan  for  "if." 
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Call  1-888 -Met  Life  or  visit  metlife.com. 
Guarantees  for  the  if  in  life. 


MetLife 


have  you  met  life  today? 


Guarantees  apply  to  certain  insurance  (not  securities  and  investment  and  advisory)  products  and  are  subject  to  product  terms,  conditions,  exclusions  and  limitations  and  the  insurer's  claims-paying 
ability  and  financial  strength.  Metropolitan  Life  Insurance  Company,  New  York,  NY  10166,  MetLife  Investors  USA  Insurance  Company,  Irvine,  CA  92614,  MetLife  and  its  affiliates  are  the  largest  life  insurance 
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SPECIAL  ADVERTISING  SECTION 


PM:  TREND  or  FOE? 

We  need  another  technology  acronym  like  we  need  a  stock  market  crash. 

However,  can  your  company  afford  to  ignore  what  is  being  touted  as  the 
biggest  breakthrough  in  business  automation  since  Ford's  production  line? 
Is  your  company  among  those  spending  $1.4  billion  this  year 
on  business  process  management  (BPM)1? 


Written  by  Aiyssa  Over 


ADVERTISEMENT  2 


The  Inherent  Benefits  of  BPM 

BPM  provides  business  with  enhanced  business 
adaptability,  control  and  accountability.  It  streamlines 
internal  and  external  business  processes,  eliminates 
redundancies  and  increases  automation.  Information 
available  from  BPM  supports  activity-based  costing 
analytics,  capacity  planning,  continuous  improvement 
programs  and  ever-expanding  compliance  require- 
ments. It  improves  partner  and  customer  relations  and 
frees  employees  from  time-consuming,  uninspiring 
tasks.  Once  implemented,  BPM  gives  the  organization 
the  ability  to  change  business  processes  at  a  speed 
governed  by  the  business,  not  by  the  limitations  of 
software  development.  Perhaps  the  most  radical 
aspect  of  all  is  the  ability  for  managers  to  look  forward 
rather  than  just  analyze  the  past. 


The  Birth  of  BPM 

BPM  has  been  a  long  time  coming.  Its  readiness  now  ma) 
partially  attributable  to  the  pervasive  automation  brought  or 
the  Inter.net,  low-cost  PCs,  high-speed  networks  and  ot 
advances  that  make  every  generation  of  business  managers  n 
computer  savvy.  However,  which  is  the  chicken  and  which  is 
egg?  Did  progress  in  business  management  drive  technology 
has  technology  innovation  driven  business? 

Back  in  the  late  1980s,  companies  began  focusing  on  internal  busii 
processes.  They  "reengineered"  their  companies  with  enterprise-v 
networks  to  tear  down  walls  between  functional  departments  within 
company.  Managers  were  convinced  by  Michael  Hammer,  Micl 
Porter  and  other  management  gurus  that  in  order  to  become  n- 
competitive,  radical  changes  needed  to  be  made  in  the  way  busine 
were  run.  They  stressed  the  need  to  analyze  processes  and  ensure  t 
were  as  efficient  as  possible.  So  while  the  management  theory 
seemingly  sound,  computer  automation  just  wasn't  ready  to  supp 
everything  that  business  managers  wanted. 

A  melange  of  business  ideology  added  to  the  inevitable 
business  divide.  Deming's  Total  Quality  Management,  Six  Sigil 
ISO9000  and  other  methods  also  forced  businesses  to  analyze  ; 
continuously  improve  the  quality  of  their  processes.  To  assist 


"Any  company  is  a  candidate  for  BPM.  However,  when  critical  processes  are  extremely 
manual  and  require  highly  skilled  full-time  employees  to  deal  with  a  lot  of  administration, 
these  are  ideal  circumstances  for  BPM." 

—  Peter  Horowitz,  Managing  Director,  BearingPoint 


BPM  is  as  suitable  to  automate  relatively  simple  support  processes, 
such  as  human  resources,  as  it  is  for  the  automation  of  dynamic, 
strategically  vital  processes,  such  as  product  design  or  contract  man- 
ufacturing. BPM  is  most  powerful,  however,  where  the  processes  it 
manages  are  complex,  fluid  and  difficult  to  coordinate,  and  where 
continuous  process  optimization  and  improved  decision  making  are 
the  central  objectives.  Peter  Horowitz,  managing  director  at 
BearingPoint,  notes,  "Any  company  is  a  candidate  for  BPM.  However, 
when  critical  processes  are  extremely  manual  and  require  highly 
skilled  full-time  employees  to  deal  with  a  lot  of  administration, 
these  are  ideal  circumstances  for  BPM.  These  projects  will  have  the 
highest  probability  of  bringing  significant  cost  savings,  improving 
productivity  dramatically,  and  ultimately  allowing  the  company  to 
deliver  consistently  innovative  services."  (See  Figure  A.) 

According  to  Connie  Moore,  vice  president  with  Forrester 
Research,  "Smart  CIOs  now  see  BPM  as  a  way  to  lower  maintenance 
costs  and  time  by  50%.  BPM  can  also  provide  critical  business  insight 
so  that  business  managers  and  process  owners  can  see  and  measure 
how  much  effort,  cost  and  subsequent  'return  on  effort'  is  involved  in 
supporting  customers  and  building  products.  Possibly  the  most 
important  value  proposition  of  all  is  business  transformation  —  literally 
changing  how  work  is  done  in  such  a  radically  different  way  that  the 
business  moves  from  using  archaic,  outdated  work  practices  to 
becoming  a  progressi\v  digital  business." 


Figure  A 

Example  of  Process  Value  Assessment  for 
Financial  Services  Companies 

BUSINESS  VALUE 


HIGH 

(8)  Risk  Mgmt 

^Pitch  Book 
^Generation 

Trade  Processing  (S) 
(§)Order  Mgmt 

(5)  Structure  Finance  Deal 

(§)  Special  Projects 

£&k  Profit  &  Loss 
^  Reporting 

LOW 

(6)  Sr.  Mgmt  Inquiry 

<ps  Reconciliation 
"  Investigation 

(6)  Account  Opening  High 

Q  Employee  On-Boarding 

 COST 

Source:  BearingPoint,  Inc. 
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"BPM  can  provide  critical  business  insight  so  that  business  managers  and  process  owner 
can  see  and  measure  how  much  effort,  cost  and  subsequent  'return  on  effort'  is  involvei 
in  supporting  customers  and  building  products." 

—  Connie  Moore,  Vice  President,  Forrester  Research 


these  business  requirements,  technologists  focused  first  on  data 
access  and  control.  Database  management  systems  became  perva- 
sive as  the  foundation  for  all-new  system  development,  but  soon 
companies  found  that  data  was  all  over  the  enterprise  in  departmental 
silos  —  accounting  had  its  own,  as  did  product  development,  sales 
and  every  other  functional  department.  Each  department  used  dif- 
ferent databases  running  on  different  machines  and,  of  course,  the 
department  had  its  own  application  with  specific  departmental 
processes  built  in.  This  meant  that  accounting  might  have  a  different 
set  of  information  about  a  customer  than  did  sales.  Product 
development  tracked  its  own  costs,  but  when  finance  needed  that 
information,  it  couldn't  get  to  it  easily.  The  software  industry  then 
spent  many  years  and  dollars  to  tackle  data  integration  and  access 
with  technologies  called  "middleware." 

At  about  the  same  time,  numerous  software  vendors  found  an 
opportunity  to  deliver  various  pre-built  or  packaged  applications  that 
could  be  used  "as  is"  by  different  companies.  It  made  sense  that  an 
accounting  package  for  one  company  essentially  would  be  the  same 
as  the  accounting  package  for  another.  Human  resources,  billing, 


payroll  and  many  other  back-office  applications  came  to  market  v. 
features  that  suited  virtually  any  business.  Since  these  applicatii 
weren't  at  the  competitive  core  of  the  business,  companies  fou 
great  cost  savings  in  purchasing  these  software  applications  a 
reserving  their  IT  resources  to  focus  on  the  automation  projects  t 
really  did  help  to  differentiate  the  business. 

Some  vertical  markets  continued  to  demand  processes  with  even  I 
human  intervention,  since  it  could  significantly  help  to  minimize  er 
and  cost.  Interdepartmental  processes  also  stepped  up  to  eliminate  cy 
times  and  improve  inventory  management.  Manufacturing  compan 
led  the  movement  and  helped  shape  supply  chain  management  (SG 
and  enterprise  resource  planning  (ERP).  In  addition  to  defining  in 
departmental  processes,  the  applications  began  to  reach  out  to  exter 
partners,  including  suppliers  and  customers,  to  include  those  proc 
inputs  and  outputs.  Albeit  using  now-primitive  technologies,  SCM  a 
ERP  concepts  are  very  much  the  precursors  to  BPM.  Other  vert 
industries  took  note,  but  in  many  cases  were  slow  to  react.  Either  t 
could  not  simply  replace  legacy  systems  or  they  lacked  the  ability 
integrate  them  cost-effectively. 


PROCESS  REVIEW  FILTER 


REEXAMINATION 


IMPROVEMENT 

•  Identify  performance  problems 

•  Uncover  root  causes 

•  Fix  problems  without 
changing  basic  structure 


CONTINUOUS 
RENEWAL 


DESIGN  OR  REDESIGN 

•  Replace  rather  than  fix  process, 
product  or  service  design 

•  Create  new  goods  or  services  tightly 
linked  with  customer  needs 

•  Validate  design  by  data  and  testing 


MEASUREMENT 


MANAGEMENT 

•  Ensure  cross-functional  management 
of  critical  processes 

•  Conduct  continues  measurement 
and  monitoring 

•  Perform  real-time  performance  assessment 

•  Take  immediate  action 


Source:  BearingPoint,  Inc. 
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Typically  these  industries,  such  as  financial  services  or  govern- 
ment, tended  to  be  more  people-intensive,  depending  on  highly 
trained  knowledge  workers.  Artificial  Intelligence  (AI)  systems, 
workflow  automation  and  other  such  expert  technologies  tried  to 
replace  the  experience  and  project  management  skills  required  to 
execute  and  coordinate  a  process.  However,  these  technologies  were 
difficult  to  implement  and  required  a  tremendous  amount  of  IT  time 
and  expertise.  Despite  the  potential  automation,  the  implementation 
costs  (hardware,  software,  networking  and  training)  of  using  these 


Process  management  is  not  just  another 
form  of  computer  automation  that  provides 
more  efficient  ways  of  doing  the  wrong 
kinds  of  things.  Process  management 
provides  the  means  to  discover  and 
describe  exactly  how  a  company  operates, 
and  the  process-tools  for  controlling  and 
analyzing  the  business.  It  enables  companies 
to  control  the  life  cycle  of  business  processes 
and  to  put  new  processes  into  practice 
without  writing  software  or  procuring 
new  applications. 

Source:  Peter  Fingar  and  Howard  Smith,  Business  Process  Management, 
The  Third  Wave,  Meghan-Kiffer  Press,  2003. 


technologies  often  outweighed  the  benefits.  IT  continued  to  bi 
stretched  thin  through  the  client-server  paradigm  shift,  the  Year  2001 
(Y2K)  Crisis,  the  dot-com  era  and  other  IT-needy  projects  througl 
early  2000.  Companies  took  on  these  dragons  of  change  as  more  am 
more  new  technology,  standards  and  complex  acronyms  speweJ 
from  these  monstrous  initiatives. 

Next  up,  Customer  Relationship  Management  (CRM)  drovj 
companies  to  look  at  the  customer  facing  business  processes  and  thi 
interactions  between  marketing,  sales  and  customer  support 
Software  vendors  found  ways  to  automate  internal  processes  such  ai 
proposal  creation,  lead  management  and  campaign  planning.  One! 
again,  packaged  solutions  flooded  the  market.  However,  as  the  age  c 
the  customer  was  upon  us,  front-end  processes  quickly  became  rec 
ognized  as  a  key  part  of  every  company's  competitive  advantage.  A 
with  any  packaged  application,  CRM  systems  were  built  so  thei 
could  appeal  to  as  many  companies  as  possible.  The  applications  ha« 
brilliant  features,  but  they  still  needed  to  be  custom  fitted  into  a 
organization's  data  and  process  environment,  sometimes  requirini 
major  changes  to  the  software.  Realizing  this,  vendors  used  term 
like  "configurable"  or  "tailorable"  to  hide  the  fact  that  the  applica 
tions  really  couldn't  be  easily  customized.  In  the  last  few  years,  bi 
using  newer  technologies,  CRM  vendors  have  taken  tremendou 
strides  to  make  the  applications  more  customizable  and  adaptive. 

Nevertheless,  while  this  is  all  good,  it  still  doesn't  usually  fix  th) 
problems  of  integrating  the  CRM  system  with  other  back-offic 
and  intracompany  systems,  let  alone  the  systems  and  processes  c 
their  supply  chain  partners.  In  addition,  more  so  than  ever  before 
every  company  must  also  deal  with  compliance  to  federal  an< 
industry  standards  such  as  Sarbanes-Oxley,  the  Patriot  Act,  Base 
II,  HIPAA,  etc.  Drawing  from  available  IT  resources,  these  marj 
dates  force  businesses  to  once  again  identify  and  control  inter-  an 
intra-business  processes. 

IT  has  been  perpetually  asked  to  support  the  business  requirement 
by  providing  the  system  support  to  automate  costly  tasks.  Even  i 
large  companies,  IT  departments  have  barely  kept  up.  Finally,  compute 
science  has  come  of  age.  Enterprise-wide  application  software  cai 
now  be  developed  quickly  and  include  built-in  adaptability  to  keep  | 
lockstep  with  ever-changing  business  needs. 

"For  the  first  time  in  50  years,  the  business  is  automating  IT  rathe 
than  the  other  way  around,"  says  Peter  Fingar,  author  of  Business  Procet 
Management,  The  Third  Wave  and  several  other  business  books. 

A  Day  in  the  Life  of  a  Business  Process 

A  business  process  is  a  complete  business  transaction.  It  ca 
include  the  actions  of  people  and  computers,  along  with  the  use  c 
data,  calculations  and  other  work  that,  when  coordinated  proper! 


1 
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For  a  different  kind  of  success,  turn  in  a  new  direction.  Turn  to  BearingPoint. 
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A  Subset  of  Enterprise  Processes 


Account  Management 

Advance  Planning  &  Scheduling 

Advertising 

Assembly 

Asset  Management 

Benefits  Administration 

Branch  Operations 

Budget  Control 

Build  to  Order 

Call  Center  Service 

Capacity  Reservation 

Capital  Expenditures 

Check  Request  Processing 

Collateral  Fulfillment 

Collections 

Commissions  Processing 
Compensation 
Component  Fabrication 
Corporate  Communications 
Credit  Request/Authorization 
Customer  Acquisition 
Customer  Inquiry 

Customer  Requirements  Identification 

Customer  Self  Service 

Customer/Product  Profitability 

Demand  Planning 

DistributionA/AR  Management 

Financial  Planning 

Financial  Close/Consolidation 

Hiring/Orientation 

Installation  Management 

Integrated  Logistics 

Internal  Audit 

Inventory  Management 

Investor  Relations 

Invoicing 

IT  Service  Management 
Knowledge  Management 
Manufacturing 

Manufacturing  Capability  Development 

Market  Research  &  Analysis 

Market  Test 

Materials  Procurement 

Materials  Storage 

Order  Dispatch  &  Fulfillment 

Order  Fulfillment 

Order  Management 


Organizational  Learning 
Payroll  Processing 
Performance  Management 
Performance  Monitoring 
Performance  Review 
Physical  Inventory 
Planning  and  Resource  Allocation 
Post-Sales  Service 
Problem/Resolution  Management 
Process  Design 
Procurement 

Product  Data  Management 
Product  Design,  Development 
Product/Brand  Marketing 
Production  Scheduling 
Program  Management 
Promotions 

Property  Tracking/Accounting 
Proposal  Preparation 
Publicity  Management 
Real  Estate  Management 
Recruitment 

Returns  &  Depot  Repairs 
Returns  Management 
Sales  Channel  Management 
Sales  Commission  Planning 
Sales  Cycle  Management 
Sales  Planning 

Service  Agreement  Management 
Service  Fulfillment 
Service  Provisioning 
Shipping 

Site  Survey  &  Solution  Design 

Six  Sigma 

Sourcing 

Strategy  Development 
Succession  Planning 
Supply  Chain  Planning 
Supply  Planning 
Test 

Time  &  Expense  Processing 
Timekeeping  /  Reporting 
Training 

Treasury/Cash  Management 
Warehousing 
Warranty  Management 
Zero-Based  Budgeting 


Source:  Business  Process  Management,  The  Third  Wave,  by  H.  Smith  and  P.  Fingar,  Meghan-Kiffer  Press 
2003. 
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CASE  STUDY 


will  satisfy  a  business  need.  A  process  might  be  something  like 
"budget  control,"  "proposal  preparation"  or  "payroll  processing."  (See 
Figure  B  on  page  7  for  a  list  of  common  business  processes.)  Because  a 
process  enforces  consistency,  it  gives  managers  control  of  what  is 
happening  operationally.  It  is  self-documenting,  so  a  process  can  be 
audited  and  results  can  be  measured. 

Within  the  process,  the  business  defines  the  specific  steps  and 
rules  that  are  applied  to  ensure  the  result  is  within  the  thresholds  of 
acceptable  compliance  and  business  objectives.  For  example,  at  the 
end  of  payroll  processing,  a  company  wants  to  issue  employee  checks 
that  are  managed  securely  and  accurately.  As  such,  the  business 
process  will  define  how  this  is  done  and  how  to  handle  exceptions 
(e.g.,  someone  gets  a  raise,  someone  leaves  the  company,  etc.).  The 
process  will  include  who  does  what,  how  and  when.  As  such,  the 
process  will  define  what  data,  applications,  validations  and  approvals 
are  needed  to  get  that  specific  task  completed  correctly. 

To  accomplish  this,  IT  builds  or  acquires  software  components  or 
business  objects  that  business  analysts  can  understand  and  use  as 
building  blocks  within  graphic  modeling  tools.  These  modeling  tools 
look  similar  to  good  old  flow  charts  (though  they  are  much  more 
robust).  Once  the  process  is  defined,  the  business  analyst  can  "plug 
in"  the  software  components  that  represent  the  various  parts  of  the 
process.  The  tools  then  simulate  and  test  the  process  and,  once 
approved,  the  actual  software  code  is  generated  and  implemented. 

What  makes  this  all  finally  possible  is  the  confluence  of  business 
process  modeling  software  tools,  together  with  technological 
advancements  in  object-oriented  programming,  graphical  workflow 


improv 

istomer  service,  one  leading  mortgage  compan 
turned  to  BearingPoint  to  help  develop  a  new  wo 
assignment  system.  Once  implemented,  the  compa 
was  able  to  devise  balanced  scorecards  and  manage 
ment  dashboards  that  would  measure  and  monito 
company  performance  at  all  levels.  In  the  first  year 
alone,  it  found  a  20%  cost-savings  benefit  from  oper 
tional  efficiencies  and  by  preventing  exceptions. 
Overall,  the  BPM  project  enabled  the  client  to  improve 
customer  service,  team  productivity  and  performa 


and  to  reduce  cycle  time. 


automation  and  inter-enterprise  systems  architecture.  Software  sta 
dards  committees  such  as  Object  Management  Group  (OMG)  ai| 
the  Workflow  Management  Coalition  (WfMC)  have  delivered  BP 
programming  interfaces  and  languages  that  help  define,  integra 
and  share  business  processes  across  computing  platforms.  The 
advances,  together  with  modern  programming  techniques  such 
Web  services,  Java  portlets  and  applets,  etc.,  allow  IT  to  work  ini 
more  intuitive,  productive  way.  Using  new  business  process  modelii 
tools  and  systems,  the  coding  output  —  business  objects  —  are  el 
vated  to  even  higher  levels  of  abstraction  so  that  a  non-technical  pe 
son  can  manipulate  (though  not  inherently  change)  the  softwa! 
components  that  are  produced.  You  don't  need  an  MBA  to  unde 
stand  business  objects  such  as  an  invoice,  a  customer  or  a  budget. 

Business  objects  can  be  created  by  IT  or  acquired  from  sourc 
such  as  other  departments  within  a  company,  from  external  busine 
partners  or  even  from  software  vendors  that  develop  them  for  resal 
With  freeware  sites  and  exchanges,  open-source  objects  are  ali 
freely  available  for  those  companies  able  to  assess  the  quality  and  rel 
ability  of  the  "un -guaranteed"  software.  The  business- objects  can  I 
changed  by  qualified  technical  personnel  if  need  be.  IT  puts  tJ 
objects  in  a  corporate  repository  so  they  are  available  to  be  used  1 
business  analysts.  A  business  analyst  then  uses  a  process-modelir 
tool  to  graphically  represent  a  process.  This  process  can  be  simple  c 
complex  and  it  can  involve  other  people  or  systems  in  and  outside  tl 
company.  Once  mapped  out,  the  business  objects  fill  in  where  tl 
process  indicates  work  to  be  done  and  guides  the  user  to  define  ruL 
and  exception  handling.  Once  put  together,  the  new  application 


One  of  the  most  important  aspects  of  successful  BPM  transformation  is  the  process 

analysis  done  prior  to  any  BPM  effort.  Clearly  understanding  first  how  a  business 

does  its  work  and  how  it  should  operate  better  is  the  key  to  any  successful  BPM  project. 
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"For  the  first  time  in  50  years,  the  business  CASE  STUDY 

is  automating  IT  rather  than  the 
other  way  around.'1 

—  Peter  Fingar,  Author  of  Business 
Process  Management,  The  Third  Wave 


tested  via  simulation  before  it  can  be  rolled  out  into  the  company's 
operations.  Conceptually,  this  is  how  business  applications  can  be 
assembled  and  changed  very  quickly  as  things  in  or  outside  the 
business  necessitate. 

However,  do  not  lose  sight  of  the  fact  that  BPM  is  really  more  a 
management  discipline  than  a  technology  breakthrough.  One  of  the 
most  important  aspects  of  successful  BPM  transformation  is  the 
process  analysis  done  prior  to  any  BPM  effort.  Clearly  understanding 
first  how  a  business  does  its  work  and  how  it  should  operate  better  is 
the  key  to  any  successful  BPM  project.  Automating  a  suboptimal 
process  is  not  the  goal.  The  goal  is  to  gain  stakeholder  acceptance  of 
the  best  way  for  people  and  computers  to  interact  to  accomplish  a 
business  objective.  Oftentimes  the  business  is  unaware  of  the  details 
of  the  process,  which  is  why  it  becomes  so  hard  to  change  or  opti- 
mize. Sometimes  this  part  of  the  process  implementation  is  the 
toughest  of  all.  A  third  party  is  often  employed  to  help  objectively 
oversee  the  agreement  between  process  participants.  It  is  also  critical 
to  train  users  and  include  a  system  of  continuous  measurement  and 
feedback  during  and  after  implementation. 

BPM  Is  a  Business's  Best  Friend 

When  it  is  properly  implemented,  BPM  gives  companies  the  ability 
to  deliver  new  products  and  services  more  quickly.  It  allows  them  to 
ensure  end-to-end  control  and  cooperation  among  different  depart- 
ments that  interact  with  each  other,  with  customers  and  with  supply 
chain  partners.  BPM  promotes  continuous  process  improvement  to 
uncover  new  ways  to  increase  productivity  and  lower  costs.  It  allows 
managers  to  test  out  new  ideas  and  assess  the  impact  of  the  change 
on  the  business  before  costs  and  reputations  are  in  jeopardy.  It  can 
even  remove  some  of  the  burdens  of  compliance.  BPM  can  also  help 
monitor  and  report  on  necessary  areas  of  the  business  so  that  man- 
agers can  worry  about  other,  more  forward-thinking  opportunities, 
like  taking  over  new  markets  and  developing  new  products.  It  may 
not  be  the  last  acronym  we'll  see,  but  it's  one  you'll  want  to  get  to 
know  —  before  your  competitors  do.  ■ 


For  more  information  on  BPM, 

piease  visit  www.bearingpoint.com/bpm. 


Alyssa  Dver  is  an  experienced  author,  presenter  and  consultant 
in  the  areas  of  BPM,  CRM  and  product  management. 
Contact  her  at  alyssadver@comcast.net. 


One  of  the  largest  financial  services  organizations  in 
the  U.S.  provides  a  full  array  of  services  including 
community,  small-business  and  corporate  banking; 
real  estate  finance  and  asset-based  lending;  wealth 
and  asset  management;  and  global  fund  services.  The 
institution's  wholesale  banking  business  focuses  on  pro- 
viding value  to  corporate  and  real  estate  clients  through 
the  development  of  customized  financial  solutions. 

Despite  its  high  volume  of  small-business  and  cor- 
porate lending  transactions,  the  bank  relied  heavily 
on  legacy  paper-based  systems  and  processes  to 
create  and  manage  loan-offering  documents.  The 
lack  of  standardization  and  automation  was  slowing 
down  the  bank's  loan  fulfillment  process  and 
increasing  its  processing  costs  per  loan,  as  well  as 
creating  unnecessary  risk  exposure. 

The  on-site  delivery  team  worked  with  BPM  experts 
BearingPoint  to  design  and  implement  a  new  custom- 
built  loan-processing  system.  The  new  platform  allowed 
the  bank  to  automate  a  manual,  paper-intensive 
process.  This  affords  it  greater  control  and  allows 
employees  to  redirect  efforts  from  processing  paper- 
work toward  revenue-generating  activities. 

The  entire  system  was  designed,  built  and  deployed 
in  less  than  eight  months.  Within  the  first  39  days  of  its 
deployment,  more  than  1,000  transactions  were  gen- 
erated. With  the  new  system,  the  bank  is  in  a  better 
position  to  capture  new  data  electronically.  This 
greatly  improves  the  bank's  ability  to  assess  risk  and 
analyze  its  commercial  loan  portfolio. 

The  new  system  has  reduced  the  loan-processing 
cycle  time  by  50%.  The  data  management  component  of 
the  system  provides  a  single  unified  view  of  the  bank's 
customers  across  all  lines  of  business  and  products, 
improving  customer  relationship  management  and  pro- 
viding new  opportunities  for  cross-selling  loan  products. 

In  addition,  the  bank  now  has  a 
repeatable,  flexible  framework 
that  can  be  used  as  a  founda- 
tion for  future  growth  across 
other  business  units. 
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■  invested. 

We  serve  10  of  the  top  10  global  diversified  financial  institutions. 


Vital.  ■ 

We  serve  1 0  of  the  top  1 0  global  life  science  companies. 


And  trusted  by  the  best. 

From  strategy  through  execution,  we  collaborate  with  our  clients 
to  deliver  sustainable  success.  We  apply  our  broad  expertise 
and  practical  problem  solving  to  help  them  succeed  again  and  again. 
We're  BearingPoint,  management  &  technology  consultants. 
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LOOKS  LIKE  SOMEONE  BROUGHT  IN  A  RINGER. 


2007  Buick  Lucerne  available  with  the  legendary 
ttfej  N^for  under  $31,500*  Something  the  Lexus  ES  350; 

ira  Til  aacLlnfiniti  G35  don't  offer  at  any  price: 

HflrafH^js.'  visit  buick.com. 
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*MSRP.  Tax,  title,  license,  daaist  fees  and  optional  equipment  extra. 

©2006  GM  Corp.  All  rights  re  erved.  Lucerne  is  a  registered  trademark  of  General  Motors  Corporation. 
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If  you  are  tiring  of  real  esta 
in  Florida,  New  York  a 
California,  you  might  want 
get  a  piece  of  an  Asian  offi 
building  By  Russell  Flanne 

mm  NDER  THE  SKIES  OF  ASIA,  ONE  GLEAMING  OF: 

I  tower  after  another  is  rising.  Scores  of  giant  si 
I  ping  malls  are  replacing  small  shops  that  stooc 
generations.  New  factories  dot  the  land.  And  de: 
the  building  spree,  vacancies  are  plummetin 
ercial  structures,  both  old  and  new,  from  Tokyo  to  Si 
3  Hong  Kong,  as  landlords  are  besieged  by  prospective 
s. 

le  owners  of  these  sought-after  edifices  are  governm 
mily-run  corporations.  Now,  with  the  region's  econc 
sion,  the  owners  want  cash  with  a  view  to  shunting 
to  high-growth  prospects.  So  they  are  selling  off  t 
itate. 

lot  of  the  buyers  are  entities  familiar  to  Western  inve: 
w  to  the  Far  East:  real  estate  investment  trusts,  poo 
1  with  publicly  traded  shares  that  pay  decent  divide 
omegrown  Asian  REITs,  modeled  on  U.S.  and  Austr; 
began  appearing  only  five  years  ago.  While  the  c< 
,  there  are  at  least  70  of  them  today.  UBS  projects  tha 
narket  capitalization  of  REITs  in  Asia,  not  including  ]a 
kcrease  to  $75  billion  in  2010  from  $7  billion  at  the  er 
:ar.  "It's  about  the  growth,"  says  Joseph  M.  Harvey, 
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m[  Moneyftlnvesting  

oversees  Cohen  &  Steers'  international  realty  fund. 

This  is  an  intriguing  opportunity.  REITs  by  their  nature  must 
give  shareholders  most  of  their  income.  Asian  REITs  offer  only 
mediocre  yields  (see  table),  but  they  should  participate  in  Asian 
economic  growth,  which  is  expected  to  hit  7.3%  in  2006,  com- 
pared with  a  projected  3.6%  for  the  U.S.,  says  Citigroup.  As  in 
the  U.S.,  in  the  Far  East  a  REIT  can  also  be  a  good  hedge  against 
inflation.  And  if  the  dollar  weakens  against  Asian  currencies, 
which  it  has  in  recent  history,  the  bounty  of  Asian  REIT  divi- 
dends will  be  fatter  for  U.S.  investors. 

Should  Americans  buy  stock  in  Asian  REITs?  The  answer 
is  a  qualified  yes.  Recognize  that  you  are  actually  betting  on 
Asia's  future.  If  another  meltdown  to  rival  that  of  1998  occurs, 
real  estate  and  every  other  Far  Eastern  investment  will  suffer. 
If  that  doesn't  happen,  the  REITs  stand  to  do  much  better  than 
they  have  up  to  now.  We  have  assembled  a  list  of  promising 
trusts  from  the  three  best  Asian  real  estate  markets:  Hong 
Kong,  Japan  and  Singapore. 

Many  of  these  REITs  are  in  their  infancy,  some  having 
gone  public  just  a  few  months  ago,  meaning  that  they  have 
skimpy  records.  With  the  exception  of  Singapore's  fast-grow- 
ing Ascendas  and  Suntec,  the  REITs  on  our  list  are  gaining  in 
the  middle  single  digits.  We  define  earnings  here  by  the  gauge 
of  CBRE  Global  Real  Estate  Securities,  adjusted  funds  from 
operations,  which  the  firm  defines  as  net  income  plus  depre- 

Promising  Properties 

Many  of  these  sizable  Asian  REITs  don't  now  offer  stirring  earnings  growth  or 
yields.  The  bet  is  that,  with  the  region's  economic  growth,  they  too  will  soar. 


REIT 

PRICE 

YIELD 

EARNINGS 
GROWTH1 

HONG  KONG 

Champion  REIT 

$0.50 

7.1% 

3.2% 

GZI  REIT 

0.42 

6.3 

4.0 

%~lmk  REIT 

2.05 

1.4 

3.9 

Prosperity  REIT 

0.25 

6.7 

3.5 

'<"-              .    ?  .,:  '  -       .              .'.t   .4  ...  .           .v.    .  j'..  7if 

Japan  Real  Estate  Investment 

8,700 

3.1 

4.5 

Japan  Retail  Fund  Investment 

7,378 

3.7 

3.0 

Nippon  Building  Fund 

10,151 

3.1 

4.2 

Nomura  Real  Estate  Office  Fund 

8,086 

3.0 

4.1 

Ascendas  REIT 

1.36 

5.7 

15.7 

CapitaCommercial  Trust 

1.31 

4.0 

7.1 

CapitaMall  Trust  Management 

1.58 

4.6 

6.7 

Fortune  REIT 

0.76 

5.9 

4.1 

Suntec  REIT 

0.90 

5.3 

17.8 

Prices  as  of  Sept  20.  All  figures  in  U.S.  dollars.  'Estimated  annualized  change  in  adjusted  funds  from 
operations  (net  income  plus  depreciation  and  amortization,  less  recurring  capital  expenditures) 
from  2005  through  2007.  Sources:  CBRE  Global  Real  Estate  Securities;  Reuters  Fundamentals  via 
FactSet  Research  Systems. 

ciation  and  amortization  less  recurring  capital  spending,  such 
as  replacing  boilers  and  roofs.  With  CBREs  help  we  measured 
annualized  AFFO  growth  from  2005  through  2007  (projected). 

Ascendas'  impressive  15.7%  spurt  stems  from  its  diverse 
mix  of  offices,  factories  and  warehouses  in  solid,  fast- 
expanding  Singapore.  Hong  Kong's  Champion  REIT,  which  in 
May  went  public  with  an  offering  that  was  largely  oversub- 
scribed, has  only  one  property  in  its  portfolio,  the  landmark 
Citibank  Plaza.  The  stock  has  since  plunged  as  investors  were 
spooked  by  higher  interest  rates  globally  and  woke  up  to 
Champion's  lack  of  diversity.  As  Champion  adds  other  hold- 
ings and  raises  rents  when  leases  expire,  the  estimated  3.2% 
AFFO  growth  should  move  up,  and  the  stock  price  should,  too. 

Asian  REITs  have  plenty  of  experienced  real  estate  man- 
agers with  backgrounds  working  for  the  region's  tycoons,  who 
traditionally  have  held  the  bulk  of  the  real  estate.  And  banks 
with  operations  in  Asia  are  rife  with  seasoned  talent,  as  well. 
Cohen  &  Steers  lured  its  Asia  chief  from  a  job  as  head  of  prop- 
erty research  at  HSBC. 

Asian  REITs  are  not  sold  on  American  exchanges,  hence 
you  must  buy  them  in  their  homelands  through  large  broker- 
ages, such  as  Interactive  Brokers  and  E-Trade.  That  will  entail 
a  percentage  point  or  two  in  fees  above  what  you'd  pay  for  a 
domestic  trade. 

Among  U.S.  mutual  funds  specializing  in  Asian  real  estate, 
the  pickings  are  slender.  Cohen  &, 
Steers'  new  Asia-targeted  fund,  Asia' 
Pacific  Realty,  is  one  possibility  that 
requires  much  faith.  It  began  opera- 
tions in  July,  which  doesn't  give 
investors  much  to  go  on.  Asia 
Pacific  has  announced  no  purchases 
so  far,  but  manager  Harvey  says  it  is 
fully  invested.  The  fund's  fees,  at 
1.8%  of  assets  annually,  are  not  out 
of  line  with  typically  pricey  overseas 
funds;  alas,  the  portfolio  also  has  an 
onerous  4.5%  load. 

REITs  are  cropping  up  all  over 
Asia.  Real  estate  pros  caution  that  the 
best  three  markets  are  the  most  stable 
ones:  Japan,  the  world's  second-largest 
economy;  Hong  Kong,  with  its  red- 
hot  office  market  feeding  off  the 
mainland's  growth;  and  Singapore, 
benefiting  from  an  influx  of  Mideast 
money  and  close  ties  to  booming 
India.  The  Chinese  mainland  is  a  bit 
wild  and  woolly  for  Westerners  used 
to  the  rule  of  law  and  the  sanctity  of 
contracts,  and  new  Chinese  rules  may 
discourage  the  transfer  of  properties 
to  overseas  REITs. 

Japan  led  the  way  in  getting 
Asia's  REIT  market  off  the  ground  in 
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Health  Care  Transparency 


Good  service 
means  knowing  the 
real  price  in  advance. 

With  Aetna,  your  employees  can  now 
know  the  actual  rate  for  certain  medical 
services  before  they  receive  them.  Only 
Aetna  gives  our  members  easy  online 
access  to  the  actual  rates  we've  negotiated 
with  70,000  doctors  all  over  the  nation*  for 
the  most  frequently  performed  treatments 
and  services.  Knowing  actual  rates  can 
help  your  employees  manage  their  annual 
out-of-pocket  expenses,  and  make  better 
decisions  about  how  to  use  their  benefits 
and  insurance  plans.  To  find  out  more, 
call  your  broker,  Aetna  representative,  or 
visit  us  online  at  aetna.com. 


©2006  Aetna  Inc.  Plans  are  offered  by  Aetna  Health  of  California  Inc ,  Aetna  Health  of  the 
Carolinas  Inc.,  Aetna  Health  of  Illinois  Inc.,  Aetna  Health  Insurance  Company  of  New  York. 
Corporate  Health  Insurance  Company,  Aetna  Health  Inc  and  Aetna  Life  Insurance  Company 

Health  benefits  and  insurance  plans  contain  exclusions  and  limitations.  'Members  can  only  view 
rates  for  participating  physicians  and  physician  groups.  Not  available  in  all  states.  Service  is  available 
to  Aetna  members  today  within  DocFind''  when  they  log  into  Aetna  Navigator™  at  aetna.com. 
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 ft  zesting  

September  2001,  with  the  listing  of  the  Nippon  Building  Fund 
and  Japan  Real  Estate  Investment.  These  things  tend  to  sell  for 
huge,  Berkshire  Hathaway-like  prices.  Nippon  Building  takes  the 
prize  at  $10,000  per  share.  The  Japanese  trusts  have  shown  solid 
appreciation  this  decade,  as  the  nation's  real  estate  finally  stag- 
gered to  its  feet  after  a  long  slump.  Their  earning  power— the 
ones  in  our  list  are  in  the  low  single  digits— should  improve  as 
Japans  economic  recovery  forges  ahead.  Japan  has  39  REITs  in  all. 

Farther  south,  Hong  Kong  billionaire  Li  Ka-shing  helped  to 
initiate  the  REIT  market  in  Singapore  with  the  listing  of  Suntec, 
centered  on  one  giant  retail-office  complex.  With  12  REITs,  Sin- 
gapore is  the  second  most  active  today  in  Asia. 

Yields  in  Singapore  tend  to  be  higher  than  elsewhere  in  Asia. 
They  also  tend  to  be  stable  because  many  REITs  are  linked  to 
government  institutions,  which  aren't  likely  to  make  risky  bets. 
Acsendas,  or  A-REIT,  is  a  joint  venture  between  the  Ascendas 
Group,  owned  by  Singapore's  trade  ministry,  and  Macquarie, 
the  Australian  investment  firm.  A-REIT  started  out  in  Novem- 


ber 2002  with  8  properties  worth  $340  million  (in  U.S.  cur- 
rency); it  has  since  grown  to  66  properties  worth  $1.8  billion. 

Hong  Kong,  hooked  into  China's  enormous  economy,  is 
where  the  latest  REIT  action  is.  Initial  excitement  about  new 
launches  has  waned,  sending  prices  down.  And,  aside  from  price 
gyrations,  the  knotty  legal  environment  of  Hong  Kong  has 
brewed  a  lot  of  frustration.  Take  its  largest  trust,  Link  REIT, 
whose  180  properties  (mainly  shopping  malls  and  parking 
garages)  were  once  owned  by  the  Hong  Kong  Housing  Authority. 
Public  housing  tenants,  fearing  the  loss  of  subsidies  from  the 
commercial  rents,  sued  and  succeeded  in  postponing  its  initial 
offering  for  a  year  until  2005.  The  challenge  at  Link  now  is  to  cut 
bloated  government-style  costs  that  have  kept  its  yield  down  at 
1.4%.  Link  says  it  will  pay  out  3.9%  in  the  coming  year. 

Still,  the  future  looks  decent  for  Hong  Kong  REITs.  Prosperity 
REIT  has  seven  commercial  buildings  in  the  city.  Leases  on  half  of 
the  space  expire  this  year;  renewals  are  expected  to  boost  rental 
income  by  40%.  That  should  fatten  earnings  nicely.  F 


STOCK  FOCUS 


Tax  GAAP 


Take  a  look  at  a  company's  tax  footnote.  It  may 
signal  some  weakness  in  the  cash  flow. 

By  Elizabeth  MacDonald  and  Michael  K.  Ozanian 


p 


What  to  Watch  Out  For 


.RAXAIR,  MAKER  OF  INDUSTRIAL  GASES,  HAS  EXPANDED 
'earnings  per  share  at  a  15%  clip  over  the  last  five  years, 
which  seems  to  justify  the  steep  price/earnings  ratio  of  24. 
But  here's  one  reason  to  be  a  little  cautious:  Its  cash  tax  bill  is  low. 

Over  the  past  five  years,  accord- 
ing to  its  profit-and-loss  statements, 
Praxair's  income  tax  tab  has  totaled 
$1.1  billion.  But  the  cash  flow  state- 
ment reveals  that  checks  written  out 
to  the  tax  collector  totaled  only 
$512  million.  The  difference  has  to  do 
with  deferrals.  The  $1.1  billion  figure 
is  according  to  Generally  Accepted 
Accounting  Principles  (GAAP),  which 
use  the  pretax  income  reported  to 
shareholders  as  the  starting  point.  The 
lower  figure  implies  a  lower  pretax 
income  reported  on  tax  forms. 

Deferring  taxes  is  a  good  thing — 
by  claiming  accelerated  depreciation 
and  other  breaks  a  company  in  effect 
gets  an  interest-free  loan  from  the 
government — but  a  wide  discrep- 
ancy raises  questions.  Is  the  deprecia- 
tion used  in  reporting  profits 


meager?  Brian  Hamilton,  director  of  research  at  Sage- 
works,  a  research  firm,  says  a  GAAP/cash  tax  discrep- 
ancy is  a  reason  to  look  further.  His  study  of  35 
companies  over  five  years  found  $15  billion  was 
reported  as  owed  on  the  P&L,  57%  more  than  what 
was  reported  as  paid  on  the  cash  flow  statement.  With 
Hamilton's  help,  we  found  companies  with  big  tax 
gaps  and  also  another  hint  of  weak  earnings  quality, 
namely,  low  free  cash — cash  from  operations  minus 
capital  expenditures.  The  companies  in  the  table  have 
much  lower  free  cash  than  earnings.  Some  capex  is  for  expansion, 
and  Praxair  (which  couldn't  be  reached  for  comment)  is  no  excep- 
tion. But  some  merely  replaces  worn-out  equipment.  The  flow-of- 
funds  statement  won't  make  the  distinction  for  you.  F 


A  big  discrepancy  between  EPS  and  free  cash  flow  should  give  investors  pause.  Here  are 
companies  where  the  disparities  are  remarkable. 

LATEST-12  MONTH 

COMPANY 

BOOK  TAXES1 
TO  CASH 
TAXES 

EPS 

FREE 
CASH  FLOW2 
PER  SHARE 

RECENT 
PRICE 

5- YEAR 

EPS 
GROWTH 

P/E 

MARKET 
VALUE 
(SBIL) 

BORDERS  GROUP 

139% 

$1.00 

$-2.70 

$20.24 

11% 

20 

$1.3 

BRUNSWICK  CORP 

174 

3.55 

1.72 

30.71 

19 

9 

2.8 

|  DOLLAR  GENERAL 

135 

0.96 

-0.10 

14.02 

32 

15 

4.4 

FOOT  LOCKER 

144 

1.49 

0.68 

23.85 

20 

16 

3.7 

HCA 

173 

3.00 

1.12 

'  49.80 

43 

17 

20.4 

KEYCORP 

192 

2.82 

0.04 

37.15 

20 

13 

15.0 

PPL  CORP 

174 

2.26 

1.36 

32.67 

15 

15 

12.4 

PRAXAIR 

210 

2.43 

1.20 

58.94 

15 

24 

19.0 

1  TRIAD  HOSPITALS 

208 

3.03 

-1.29 

43.93 

107 

15 

3.9 

Prices  as  of  Sept.  22.  'Taxes  reported  on  shareholder  books  as  percent  of  taxes  paid  to  government- 
total  over  five  years.  Operating  cash  flow  less  capital  expenditures. 
Sources:  Sageworks,  Reuters  Fundamentals  via  FactSet  Research  Systems. 
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lere's  something  undeniably  thrilling  about  the  monthly  tax-free  income  that  exchange-traded  municipal  closed-end  funds  can  provide.  And 


th  over90  exchange-traded  municipal  closed-end  funds,  Nuveen  Investments  continues  to  pioneer  new  ways  to  offeryou  dependable 


K-free  income.  Which  means  more  ways  to  balance  your  portfolio  and  keep  even  more  of  your  money.  Learn  about  othersmarter  ways 


be  conservative:  contact  your  advisor  or  visit  nuveen.com/cef.  As  always,  there  are  risks  inherent  in  any  investment,  including  the 


ssible  loss  of  principal.  Exchange-traded  closed -end  funds  frequently  may  trade  at  a  discount  or  premium  to  their  net  asset  value. 


~i  investor  should  carefully  consider  the  Fund's  objective,  risks, charges  and  expenses  before  investing.  For  an  annual  report  or 
ospectus  (when  applicable)  containing  this  and  other  information  about  Nuveen's  funds,  contact  your  advisor  or  Nuveen  at  1-800-257-8787. 
iad  the  prospectus carefully  before  you  invest  or  send  money.  Income  from  national  Nuveen  exchange-traded  municipal  closed-end 
nds  maybe  subject  to  state  and  local  taxes,  and  income  from  most  Nuveen  exchange-traded  municipal  closed-end  funds  may  be 
'bject  to  the  federal  alternative  minimum  tax.  Capital  gains,  if  any,  will  be  subject  to  capital  gains  taxes.  ©2006  Nuveen  Investments,  Inc. 


NUVEEN 


I  rives  t merits 


Smarter  ways  to  be  conservative! 


STOCK  FOCUS 


Tight  Lips 

If  you  come  across  a  company 
that  hides  its  light  under  a 
bushel — and  is  buying  in  shares — 
take  a  closer  look.  It  could  be  a 
terrific  bargain   By  Jack  Gage 
and  Michael  K.  Ozanian 


SOME  CORPORATIONS  SPEND  MUCH  TIME  AND 
effort  preening  themselves  for  Wall  Street. 
They  court  analysts  with  conference  calls, 
shower  the  PR  Newswire  with  good  news  and 
issue  a  stream  of  earnings  guidance  to  make 
their  shares  less  volatile  and  thus  more  desirable. 

And  then  there's  the  other  kind.  Seaboard  Corp.,  which 
makes  a  nice  profit  slaughtering  hogs  and  shipping  grain,  has 
no  analysts  following  it  at  all.  Chief  Executive  Steven  Bresky, 
who  recently  took  over  from  his  father,  H.  Harry  Bresky, 
doesn't  get  written  up  on  the  business  pages  because  he  is  too 
busy  to  talk  to  journalists.  Investor  relations  consists  of  politely 
telling  anybody  who  inquires  to  read  the  10-K  and  buzz  off. 

What  are  these  guys  up  to?  Buying  in  shares,  preferably 
as  cheaply  as  possible.  At  a  recent  $1,285,  the  shares  are  indis- 
putably cheap:  six  times  trailing  earnings.  Since  2001  the  com- 
pany has  bought  in  15%  of  the  outstanding  stock.  We  could  be 
wrong,  but  it  sure  looks  as  if  the  insiders  smell  a  bargain  here. 
In  some  cases,  a  company  clams  up  when  it  is  plotting  a 

The  Ultimate  Insider  Buying 


That  could  explain  why  the  managements  don't  go  out  of  their  way  to  court  journalists  or  analysts 
And  it  may  indicate  that  the  shares  are  bargains. 


COMPANY/BUSINESS 

5-YEAR  CHANGE 

IN  SHARES 
OUTSTANDING 

RECENT 
PRICE 

MARKET 
VALUE 
(SMIL) 

ENTERPRISE1 
MULTIPLE 

SEABOARD2/food  processing 

-15% 

$1,285.00 

$1,586 

4 

DELUXE2/commercial  printing 

-30 

17.60 

900 

6 

CAT02/specialty  retailing 

-14 

22.39 

690 

6 

UNIVERSAL  FOREST  PRODUCTS/forest  products 

-11 

49.71 

933 

•6 

BLYTH2/home  accessories 

-13 

24.05 

935 

VERTRUE/direct  marketing 

-36 

40.57 

392 

8 

LANCASTER  COLONWspecialty  foods 

-10 

45.21 

1,419 

9 

STRIDE  RITE2/children's  footwear 

-12 

14.43 

513 

10 

Prices  as  of  Sept.  21.  'Enterprise  value  (market  value  plus  net  debt)  divided  by  operating  income  (earnings  before 
interest,  taxes,  depreciation  and  amortization).  2Does  not  have  a  significant  public  relations  department. 
Sources:  Reuters  Fundamentals  via  FartSet  Research  Systems;  Forbes. 


One  of  Seaboard's  sources 
for  cash  flow. 


going-private  transaction.  We  got  the  silent  treatment  fror 
Lone  Star  Steakhouse  &  Saloon,  cited  in  a  story  about  hidde 
real  estate  values  (FORBES,  Sept.  4).  Over  the  previous  five  yeai 
the  company  had  bought  in  11%  of  its  shares.  Just  as  our  stor 
appeared,  Lone  Star  was  taken  private  by  a  buyout  firm  at  a  151! 
premium  to  its  depressed  stock  price. 

Here's  a  strategy  for  investors  looking  for  cheap  share: 
Avoid  companies  that  have  active  investor  relations  deparl 
ments.  Go  after  the  ones  that  have  no  use  for  outside  investoi 
and  that  have  enough  spare  cash  from  operations  to  shrink  thei 
share  base. 

The  table  consists  of  stocks  that  are  (a)  cheap,  (b)  buyin 
in  shares  and  (c)  largely  overlooked  by  Wall  Street  pros.  W 
define  cheap  the  way  a  merger  mogul  would:  a  low  multiple  c 

enterprise  value  to  oper 
ating  income.  Enterpris 
value  is  what  it  would  cos 
to  acquire  all  the  operatin 
assets  (market  value  o 
common,  plus  debt  out 
standing,  minus  cash  oi 
hand).  Operating  incom 
means  earnings  befor 
interest,  taxes,  depreciai 
tion  and  amortization 
These  outfits  all  hav< 
below-market  enterprisi 
multiples. 

The  companies  hav 
all  shrunk  their  share  bas 
by  10%  or  more  over  th< 
past  five  years.  None  ha 
more  than  three  analyst 
covering  it.  I 
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Big? 


This  solitary  shipping  container  is  just  one  of  the  52  million  containers  Hutchison 


Whampoa  Limited  (HWL)  handled  in  2005.  The  group  is  one  of  the  world's  leading  port  operators, 
owning  and  operating  251  berths  in  43  ports  across  the  globe,  and  leading  the  international  effort 
to  keep  those  ports  safe  and  secure.  Port  operations,  however,  are  just  part  of  a  bigger  picture.  HWL 
is  a  multinational  conglomerate  based  in  Hong  Kong  with  shareholders  all  over  the  world,  in  addition 
to  ports,  the  group  has  major  interests  in  property  and  hotels;  telecommunications;  retail;  energy, 
infrastructure,  investments  and  others.  Spanning  54  countries  with  over  220,000  employees,  HWL's 
global  reach  is  built  on  a  solid  financial  foundation,  independent  surveys  regularly  rank  HWL  among 
the  premier  regional  investment  grade  names  in  the  global  credit  market.  To  learn  more  about  HWL, 


please  visit  www.hutchison-whampoa.com 


(►JWl)  Hutchison  Whampoa  Limited 
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DISABILITY        LIFE  DENTAL 

Employees  depend  on  you  to  make  the  right  decisions  about  their  benefits.  You  cj 
count  on  us  for  financial  strength,  security  and  superior  service.  After  all,  we've  □ 
providing  them  to  our  customers  for  100  years.  For  group  disability,  life  and  dent| 
insurance,  we  are  The  Standard.  800.633.8575  standard.COII 


JZSr n    'S  3  ,™rlftin9  nameK  0r  SJanCorp  Rnancial  Gr0UD' lnc-  and  subsidiaries.  Insurance  products  are  offered  by  Standard  Insurance  Company  of 
in?2SS  7       3  StatesLexcf  luNew  Jork.  where  insurance  products  are  offered  by  The  Standard  Life  Insurance  Company  of  New  York  of  White  Plains.  N.N 
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MEDICAL  DEVICES 


Tumor  Zappers 

Treating  cancer  with  high  heat  offers  new  hope  for  patients.  Hope,  but  not  yet 
broof  that  it  works  |  By  Robert  Langreth 

w 


ISCONSIN  SCHOOL- 
teacher  Laura  Mueller, 
then  53,  was  under- 
going a  routine  check- 
up in  2001  when  her 
primary-care  physician  spotted  an  11- 
:entimeter  growth  inside  her  pelvis.  She 
/vas  stunned  to  find  out  she  had 
eiomyosarcoma,  a  rare  cancer  known  for 
Deing  resistant  to  drugs.  Surgeons 
removed  the  tumor,  but  within  six  months 
the  cancer  had  spread  to  her  liver.  After 
:he  drugs  failed,  her  surgeons  were  reluc- 


he  and  a  colleague  zapped  three  more 
small  tumors  in  her  liver  and  another  in 
her  lungs.  Now  Mueller  has  been  in 
remission  for  20  months.  "I  am  ecstatic.  I 
have  been  given  a  new  life  because  of  abla- 
tion," she  says. 

Drugs,  radiation  and  surgery  have 
long  been  the  three  arms  of  cancer  treat- 
ment. Now  radiologists  are  touting  radio- 
wave  zapping  as  a  viable  fourth  weapon 
against  smaller  tumors.  The  method,  still 
somewhat  controversial,  involves  guiding 
a  specialized  needle  into  a  tumor  using 


National  Institutes  of  Health  Clinical 
Center. 

An  estimated  40,000  tumor  ablations 
(half  in  the  U.S.)  were  done  last  year,  with 
the  number  of  procedures  growing  at  a 
15%-to-20%  clip  annually.  Tyco  Health- 
care, Boston  Scientific  and  tiny  Rita  Med- 
ical Systems  make  the  equipment,  which 
includes  portable  generators  and  single- 
use  needles.  Ablation  is  approved  for 
inoperable  liver  tumors  and  painful  bone 
tumors,  and  doctors  are  also  testing  it  on 
kidney  tumors,  lung  tumors  and  even 


Radio  frequency  ablation  may  help  kill  off  small,  inoperable  tumors  in  the  liver,  kidney  or  elsewhere,  with  heat.  Here  is  how  it  works: 


A  radiologist  carefully 
guides  an  ablation  needle 
into  the  center  of  a  liver 
tumor  using  ultrasound  or 
CT  scans. 


Some  ablation  needles 
have  tines  that  deploy 
once  the  main  needle 
is  in  place,  in  order  to 
zap  a  larger  area. 


A  generator  sends  radio- 
frequency  current  through 
the  needle.  The  radio 
waves  exit  the  tines  and 
heat  up  nearby  tissue. 


The  tumor  cells  heat  up 
and  die;  most  nearby 
healthy  tissue  is 
unharmed  as  the  heat 
dissipates. 


If  the  procedure  is 
successful,  only  scar 
tissue  is  left.  Doctors 
can  repeat  the 
ablation  if  needed. 


:ant  to  operate  again.  One  doctor  bluntly 
concluded,  "This  will  probably  kill  you." 

Mueller  was  sent  to  University  of  Wis- 
consin radiologist  Fred  T.  Lee  Jr.,  who 
offered  her  a  new  option:  a  procedure 
called  radio-frequency  ablation  that  kills  a 
tumor  by  heating  it  to  140  degrees 
(Fahrenheit  and  avoids  the  scars  and 
(recovery  time  of  surgery.  While  not  a 
cure,  he  said  the  technique  might  keep  her 
(disease  under  control.  He  cooked  one 
liver  tumor  in  August  2002,  and  in  2004 


precise  ultrasound  or  CT  imaging,  then 
hitting  it  with  roughly  one  ampere  of 
radio  current,  just  enough  to  fry  it. 

The  procedure  (including  setup  time) 
takes  approximately  an  hour  and  can  be 
done  with  minimal  anesthesia;  some  doc- 
tors even  send  patients  home  the  same 
day.  Because  it  involves  no  cutting,  it  can 
be  done  on  people  too  old  or  sick  to  with- 
stand full-scale  surgery.  "We  had  a  patient 
out  kayaking  the  next  day,"  says  Bradford 
Wood,  an  interventional  radiologist  at  the 


breast  cancers.  Several  companies  are 
working  on  higher-power  microwave 
tumor- zappers  that  may  do  the  job  faster. 

Some  of  the  radiologists  who  perform 
ablation  procedures  predict  that  it  will 
eventually  replace  surgery  for  many  small 
tumors.  "We  are  in  the  beginning  of  what 
will  be  a  huge  new  field  of  tumor  abla- 
tion," says  interventional  radiologist 
Stephen  Solomon  at  the  Memorial  Sloan - 
Kettering  Cancer  Center. 

But  other  doctors,  especially  oncolo- 
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gists  used  to  the  rigorous  standards  of 
proof  required  for  big  drug  trials,  note  a 
lack  of  controlled  trial  data  showing  that 
the  procedure  extends  life.  Because  med- 
ical devices  are  regulated  more  loosely 
than  drugs,  the  ablation  devices  were 
approved  without  anyone's  having  to 
affirm  that  they  slowed  cancer  progres- 
sion or  increased  survival  above  and 
beyond  standard  treatments.  "The  tech- 
nology was  invented  on  Tuesday,  adver- 
tised on  Wednesday,  everyone  took  a 
course  on  Thursday  and  hung 
out  a  shingle  on  Monday," 
says  Sloan-Kettering  oncolo- 
gist Leonard  Saltz. 

And  unlike  surgery,  in 
which  a  tumor  is  removed  and 
is  then  inspected  by  a  pathol- 
ogist, heat-zapping  offers  no 
immediate  way  to  confirm  that 
doctors  "got  it  all."  Blood  ves- 
sels near  tumors  may  disperse 
the  heat,  leaving  some  cancer 
cells  unscathed.  Saltz  worries 
that  some  patients  who  might 
be  cured  by  liver  surgery  are 
instead  getting  ablation  treat- 
ments. A  418-patient  M.D. 
Anderson  Cancer  Center  study 
concluded  that  zapping  was 
not  as  effective  as  surgery  for 
colon  tumors  that  spread  to  the 
liver.  (The  companies  say  they 
don't  promote  their  equipment 
for  operable  cases.) 

While  ablation  is  generally 
safer  than  major  surgery, 
serious — even  fatal — complica- 
tions can  occur  if  the  needle 
punctures  or  burns  vital  organs. 
Schoolteacher  Mueller  underwent  corrective 
surgery  and  spent  a  week  in  the  hospital  when 
blood  unexpectedly  pooled  around  one  of  the 
ablation  sites,  partially  collapsing  a  lung. 

Joseph  DeVivo,  chief  executive  of  Rita 
Medical  Systems,  whose  shares  languish 
just  above  $3,  acknowledges  the  data 
dearth.  "The  biggest  mistake  of  ablation 
was  that  there  wasn't  a  big  randomized 
study  when  the  technology  came  out,"  he 
says.  He  does  point  to  an  uncontrolled 
study  from  the  Cleveland  Clinic,  which 
found  that  colon  patieri1  hose  liver 
tumors  were  ablated  li\  'ian  29 


months;  this  compares  favorably  to  20 
months  in  the  best  drug  trials.  DeVivo  says 
he  can't  afford  more  definitive  studies. 
Combining  drugs  and  ablation  "is  a  one- 
two  punch  that  should  be  the  standard,"  he 
says,  but  convincing  skeptical  doctors  "is 
the  most  ff  ustrating  job  in  the  world." 

Convincing  patients  is  a  bit  easier.  After 
his  colon  cancer  spread  to  his  liver  in  March 
2004,  Dublin,  Ohio  landscape  architect 
John  Reiner  was  told  by  doctors  that  almost 
two-thirds  of  his  liver  had  to  be  surgically 


Laura  Mueller  was  given  six  months  to  live;  now  she  is  cancer  free 


removed,  pronto.  He'd  already  had  a  large 
section  of  his  colon  removed.  "The  surgeon 
said  'We  are  going  to  cut  you  from  armpit 
to  armpit'"  and  promised  a  three-week  hos- 
pital stay,  he  says.  Not  liking  his  odds,  Reiner 
drove  upstate  to  see  the  Cleveland  Clinics 
Allan  Siperstein,  who  ablated  the  tumors 
with  two  radio-frequency  procedures  that 
required  only  overnight  stays.  Reiner  has 
been  cancer  free  for  18  months.  "I  don't 
know  whether  I  would  have  made  it  through 
another  big  operation." 

The  concept  of  burning  away  tumors 
with  electric  current  dates  back  a  century, 


but  it  took  modern  imaging  machines  U 
make  through-the-needle  tumor-burninj 
accurate  enough  to  be  safe  and  practical 
John  R  McGahan,  a  radiologist  at  Ud 
Davis,  was  one  of  the  first  to  test  the  con 
cept;  he  was  inspired  by  the  cauterizing 
tools  surgeons  use  to  close  off  blood  ves 
sels.  In  the  late  1980s  he  got  some  calf: 
liver  from  a  butcher  and  showed  tha 
radio  energy  through  a  needle  could  kil 
off  all  the  tissue  within  a  one-centimetei 
radius;  he  confirmed  its  potential  in  I 
small  number  of  liver  cancel 
patients  also  undergoing 
traditional  surgery.  Harvarc 
doctors  showed  in  1992  thai 
through-the-needle  ablation 
could  relieve  excruciating 
pain  from  benign  bone 
tumors. 

The  late  1990s  saw  the 
commercialization  of  fancier 
needles  that  could  burn  a  wider 
radius.  The  latest  models  from 
Rita  Medical  and  Boston  Scien 
tific  contain  umbrella-like  tines 
that  fold  out  from  the  main 
needle  once  it  has  been  inserted 
into  the  tumor. 

Unless  ablations  backers 
can  produce  hard  data  showing 
how  well  it  works,  the  procedure 
may  continue  to  be  a  bit  of  an 
orphan.  The  best  evidence  now 
is  in  inoperable  liver  tumors  that 
arise  as  complications  of  hep 
atitis  or  cirrhosis;  ablation  may 
keep  these  tough  cases  alive 
longer,  a  few  studies  show.  But 
a  far  bigger  market  in  the  U.S. 
would  be  more  common  can- 
cers, such  as  those  of  the  colon  that  have  spread 
to  the  liver,  now  treated  mostly  with  drugs. 

One  trial  comparing  ablation  plus  drugs 
with  drugs  alone  had  to  be  scaled  back  after 
skeptical  doctors  refused  to  enroll  patients; 
it  is  unlikely  to  yield  definitive  results.  Boston 
Scientific  hopes  to  settle  the  matter  with  a 
larger,  700-patient  trial  of  advanced  colon 
cancer  patients  set  to  begin  later  this  year. 
Boston  Scientific  Vice  President  Scott 
Pisarczyk  says:  "We  think  drugs  plus  abla- 
tion will  have  a  profound  impact  on  survival 
. . .  and  it  is  about  time  we  prove  it."  Prelim- 
inary results  could  come  in  2008.  F 
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WHERE  DO  7  OF  THE  TOP  10  FORTUNE*  100 
TURN  FOR  THEIR  I.T.  NEEDS? 

TO  THE  BIGGEST  I.T.  COMPANY  YOU'VE  PROBABLY  NEVER  HEARD  OF... 


Presenting  Tata  Consultancy  Services,  TCS,  the  creator  of  the  Network  Delivery  Model 
for  software  development.  For  over  37  years  TCS  has  been  the  provider  of  choice  for 
hundreds  of  customers  around  the  globe,  including  seven  of  the  top  ten  FORTUNE"  100 
companies.  TCS,  with  revenues  of  $2.97  billion  in  FY  2005/06,  serves  its  customers 
with  over  71,000  expert  associates  from  53  countries  around  the  globe,  including 
10,000  employees  in  50  locations  throughout  the  U.S. 

It's  time  you  got  to  know  the  biggest  I.T.  company  you've  probably  never  heard  of. 
For  a  more  complete  introduction,  email  marketing@usa-tcs.com  or  visit  us  online 
at  www.tcs.com. 
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Motorola  Leading  the 
Revolution  in  Seamless  Mobility 

Wireless  broadband  is  todays  communications  gold  standard 
because  it  provides  anytime,  anywhere  access.  Businesses 
and  municipal  service  providers  need  it,  consumers 
demand  it,  and  carriers  are  expected  to  provide  it. 
Now  everyone  can  have  it  —  continuously  —  with  WiMAX. 


nixnm 


W;  hat's  driving  this  demand  for  wireless  broadband?  The 
I  most  critical  forces  driving  investments  and  network 
evolution  are  demand  for  bandwidth,  simple  networks  and  mobility. 
As  consumers  seek  more  feature-rich,  personalized  and  interactive 
content  and  operators  strive  to  differentiate  their  services,  greater 
bandwidth  will  be  required  to  meet  these  needs. 

Demand  for  simple  network  design,  storage  and  authentication 
will  drive  the  convergence  of  wireline  and  wireless  access  networks. 
We  will  see  focused  investments  in  converged  IP  core  solutions 
empowered  by  next-generation  IMS  platforms  to  enable  seamless 
cross-technology  experiences. 

While  fixed  connections  are  meeting  the  growing  need  for  broad- 
band, there  is  no  question  that  mobility  will  increasingly  become  a 
key  differentiator.  The  market  anticipates  growing  demand  for  the 
elusive  quad-play:  voice,  video,  data  and  mobility.  Robust  WiMAX 
wireless  broadband  solutions  will  help  meet  that  demand  by  provid- 
ing mobility,  ubiquitous  coverage  and  connectivity. 

Enabling  the  Revolution 

Reaching  highly  mobile  or  remote  users  with  secure  and  seamless 
broadband  service  has  never  been  simpler  or  more  cost-effective, 
thanks  to  Motorola's  MOTOwi4""  wireless  broadband  portfolio, 
which  includes  WiMAX  technology.  WiMAX, 
based  on  emerging  fourth-generation  wireless 
communications  standards,  can  deliver  mobile 
access  to  more  data  more  efficiently  and  at  less 
cost  than  today's  cellular  systems. 

"WiMAX  is  one  of  the  most  exciting,  corn- 
Greg  Bro  pelhng,  big  bets  of  the  new  Motorola,"  says  Greg 


Brown,  president  of  Motorola's  Networks  &  Enterprise  division.  "We  a 
in  a  great  position  as  a  first  mover  and  have  invested  to  create  significa 
intellectual  property  that  will  allow  us  to  seize  opportunities  with  bo 
incumbent  carriers  —  wireless  and  wireline  —  as  well  as  new  entrants 

With  WiMAX,  broadband  users  will  be  able  to  roam  freely  wil 
voice,  data  or  rich-media  mobile  applications.  Network  operato 
will  be  able  to  serve  metro  areas  as  well  as  new  markets.  Users  i 
rural  markets  and  developing  countries  will  finally  have  broadban 
services  they  can  afford,  while  mobile  users  will  benefit  from  acce; 
to  new  mobile  multimedia  services  and  instant  access  to  the  Interne 
wherever  and  whenever  they  want  it. 

WiMAX,  with  its  unprecedented  levels  of  data  and  voice  capabilit 
simplicity,  scalability  and  cost  savings,  is  fueling  a  revolution  ii 
wireless  communications.  The  number  of  worldwide  WiMA 
users  is  forecasted  to  reach  14.9  million  in  2009,  according  t 
Research  and  Markets. 

Motorola  is  at  the  center  of  this  revolution. 

The  company  is  working  with  other  industry-leading  companie 
like  Intel,  Sprint  Nextel  and  Clearwire,  to  advance  the  developmer 
of  WiMAX.  In  addition,  Motorola  has  made  strategic  acquisition 
from  MeshNetworks  to  Orthogon  Systems  and  NextNet,  to  furthe 
advance  development  of  Motorola's  wireless  broadband  solutions. 

"The  need  for  wireless  broadband  is  creating  tremendous  busines 
opportunities.  Motorola  offers  a  distinctive  combination  of  wireles 
broadband  solutions  that  meet  the  diverse  needs  of  our  servicj 
provider,  enterprise  and  government  customers,"  says  Brown. 

MOTOwi4  Delivers  and  Extends  Coverage 

Sprint  Nextel  is  teaming  with  Motorola,  Intel  and  Samsung  t 
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11  out  the  worlds  largest  WiMAX  network,  creating  a  footprint 
pected  to  cover  100  million  people  in  the  United  States  by  2008. 
EarthLink  has  engaged  Motorola  to  provide  wireless  equipment, 
•sign,  installation  and  system  integration  to  five  major  cities 
lere  EarthLink  is  installing  broadband  mesh  networks. 
The  country  of  Macedonia  teamed  with  Motorola  in  2005  to 
lild  its  first  national  wireless  broadband  network  through  its 
lacedonia  Connects"  program.  Now  more  than  95%  of  the  coun- 
t's population  can  connect  to  the  Internet  wirelessly  through  a 
;ed  broadband  solution. 

Providence,  R.I.,  unveiled  a  first-responder  mesh  data  network 


using  Motorola  equipment  that  allows  police  and  fire  personnel  to 
access  broadband  data  and  video  from  their  vehicles. 

Beyond  Wireless:  The  Seamless  Mobility  Advantage 

From  government,  transportation  and  public  safety  to  private  industry, 
real  estate,  the  digital  home  and  beyond,  Motorola  is  revolutionizing  the 
way  the  world  communicates  through  its  vision  of  seamless  mobility.  The 
simplicity  and  cost  savings  enabled  by  WiMAX,  combined  with  the 
flexibility  of  other  MOTOwi4  wireless  broadband  solutions,  mean  that 
any  users  —  from  entire  countries  to  individual  building  owners  and 
consumers  —  can  stay  on  the  cutting  edge  of  wireless  communications. 


For  more  information  on  our  MOTOwi4  and  WiMAX  solutions,  visit  www.motorola.com/wimax. 
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Q&A  with  Dan  Coombes,  senior 
vice  president,  chief  technical 
officer,  Motorola  Networks  & 
Enterprise,  and  general  manager, 
Wireless  Broadband 


Q:  What  is  Motorola's  place  in  the  broadband  revolution? 

A:  Motorola  has  been  in  broadband  for  several  years  with  our 
Canopy  business,  and  that  has  taught  us  the  equation  for  making 
broadband  work,  both  technically  and  financially.  We've  dramat- 
ically reduced  costs.  We  also  offer  a  total  end-to-end  solution, 
from  the  network  to  the  handsets.  A  lot  of  operators  are  new  in 
the  business  —  they're  looking  for  a  company  to  come  in  and 
simply  "make  it  work,"  and  we  can  do  that. 

Q:  What  are  the  top  WiMAX  strategic  advantages  for 
business  and  government? 

A:  For  government,  it  provides  wider  channels  for  video  and 
other  broadband  applications  necessary  for  public  security 
programs,  such  as  fire,  police  and  even  fighting  terrorism.  For 
business,  it  makes  it  much  easier  for  the  IT  department  to 
move  applications  out  to  the  field. 


Q:  What  is  the  top  WiMAX  attribute  for  the  technical  team? 

A:  WiMAX  is  very  IP-centric.  Technical  managers  already  know  to 
make  802.1 1  technology  work,  so  this  platform  makes  it  very  simple 
and  cost-effective  for  them  to  extend  apps  out  to  the  network. 

Q:  How  can  WiMAX  be  leveraged  by  current  2G  and 
3G  operators? 

A:  A  lot  of  3G  operators  are  looking  at  WiMAX  as  complementing 
and  supplementing  their  current  networks,  while  2G  operators  are 
considering  WiMAX  as  a  means  to  leapfrog  3G  solutions  to  a  more 
4G-like  platform.  Motorola  is  developing  multimode  handsets  that 
will  allow  them  to  start  building  out  their  WiMAX  networks,  taking 
advantage  of  the  new  technology  now. 

Q:  How  will  WiMAX  change  the  way  the  world 
uses  broadband? 

A:  It's  going  to  have  a  profound  effect.  It  will  connect  the  pre- 
viously unconnected,  allowing  such  things  as  education  and 
medical  diagnostics  in  remote  areas.  It  also  makes  mobile 
broadband  data  accessible  and  affordable  to  the  average  consumer, 
and  will  be  a  major  factor  for  enhancing  economies  and 
lifestyles  in  the  developing  world. 


Written  by  Michael  Roney  *  Produced  by  Bob  Grossman 
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As  the  Internet  alters 
what  we  watch  and  how, 
YouTube  surfs  the  next 
wave.  By  Scott  Woolley 


TEVEN  CHEN  AND  CHAD  HURLEY 
almost  blew  it.  In  May  of  last  year  they 
launched  YouTube,  a  new  Web  site  for 
user-provided  videoclips,  and  in  the 
next  few  months  legions  of  the  young 
and  relentless  overwhelmed  it,  watch- 
ing thousands  of  videos  and  posting 
hundreds  of  new  ones  every  day.  Chen  and  Hurley 
had  used  their  credit  cards  to  bankroll  the  cost  of  stor- 
ing and  sending  out  the  brief  clips.  They  were 
ecstatic — but  scared.  The  more  viewers  their  site  drew, 
the  more  money  they  lost. 

In  the  first  few  months  traffic  was  doubling 
every  few  weeks.  So  they  weighed  selling  the  intru- 
sive, unskippable  ads  that  rivals  allowed,  a  move  they 
had  hoped  to  avoid;  their  zap-happy  viewers  might 
flee  anything  that  came  between  them  and  their  Web 
TV.  "The  ad  money  was  very  tantalizing,"  Chen 
recalls.  "We  looked  at  it  every  step  of  the  way,  every 
week." 

Then  the  tech  twosome  made  an  audacious  gam- 
ble: They  would  forgo  ads  as  long  as  possible,  betting 
the  plummeting  cost  of  bandwidth — now  falling  30% 
a  year — would  catapult  them  past  ad-laden  competi- 
tors, freeing  them  to  fashion  new  and  subtler  forms  of 
promotion  after  the  fans  were  in  the  house.  The  first 
act  has  been  a  hit.  The  scrappy,  frenzied  YouTube  site 
pumps  out  over  100  million  short  videoclips  and  takes 
in  up  to  65,000  new  ones  every  single  day.  It  draws  34 
million  unique  visitors  a  month,  steven  Chen  and 
ranking  it  among  the  15  most-vis-  chad  Hurley: 

ited  sites  in  the  world.  changing  the 

Its  fans  form  their  own  mas-  boob  tuDe  into  a 
sive  and  hip  clique,  communicat-  YouTube. 
ing  and  cross-pollinating  and  one-upping  one 
another.  YouTube  visitors  bonded  with  "lonelygirll5," 
an  adolescent  whose  video  diary  entries  drew  up  to 
900,000  viewers  and  turned  out  to  be  fake;  they  thrill 
to  the  stupid  tricks  of  their  peers,  enjoy  skits  from  Sat- 
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urday  Night  Live  and  pore  over  the  home 
videos  of  strangers.  They  conjoin  over  the 
joys  of  pancakes.  When  a  foodie  recently 
filmed  one  stacks  journey  from  batter  to 
frying  pan  to  plate  to  fork,  others  posted 
dozens  of  versions  of  their  own. 

Now  that  Chen  and  Hurley  have  har- 
nessed this  strange  bit  of  video  vox  pop- 
uli,  they  must  build  it  from  a  fad  into  a 
profitable  business.  They  must  ensure 
their  fans  don't  simply  move  on  to  the 
next  hot  site,  even  as  they  woo  advertisers 
with  the  pitch  that  Web  video  is  the  next 
big  thing;  they  have  new  deals  under  way 
with  Cingular,  Nestles  Butterfinger, 
American  Express  and  dozens  more.  The 
duo  also  has  to  cozy  up  to  cable  channels, 
broadcast  networks  and  music  labels, 
persuading  them  YouTube  is  a  great  pro- 
motional platform  and  not  a  competitive 
threat — and  certainly  not  a  Napster-like 
copyright  thief. 

Put  another  way,  in  the  next  year  or  so 


Visions  Of 
Video's  Future 


they  must  chart  a  path  to  profit  and  make 
a  serious  run  at  creating  something  akin 
to  a'video-based  Google.  And  prove  that 
they  aren't  merely  building  the  next  tick- 
ing dot-bomb.  Google  itself  had  put  little 
effort  into  Internet  video  a  year  ago  but 
now  has  rallied  to  YouTube's  startling  rise; 
one  day  it  could  crush  Chen  and  Hurley's 
creation — or  maybe  buy  it. 

Hurley,  YouTube's  low-key  chief  exec- 
utive, is  confident  the  company  can  adapt 
and  thrive.  He  believes  YouTube  could 
help  redefine  the  $74  billion  TV  ad  indus- 
try, combining  the  clout  of  "Google's  rele- 
vant text  links"  with  the  sensory  power  of 
television  to  "present  a  compelling  brand 
image." 

The  trick,  adds  his  business  partner, 
Chen,  is  to  make  money  but  stay  true  to 
the  site's  antiestablishment  origins,  creat- 
ing "a  revenue  model  that  is  a  comple- 
ment to  the  site,  rather  than  being  jarring." 
But  even  YouTube's  admirers  can  see  that 


the  company  is  on  a  knife  edge.  "It's  very 
fragile  at  this  moment.  I  don't  want  to  see 
the  thing  get  bastardized,"  says  Jordan 
Bitterman,  media  director  for  Digitas  ad 
agency,  whose  clients  include  AT&T  and 
Pfizer. 

YouTube  is  at  the  forefront  of  a  new 
video  revolution  on  the  Net.  The  upstarts 
birth  coincided  with  a  magic  moment  in 
Internet  history,  when  online  video 
became  cheap  enough  to  give  away. 
Broadcast  television  is  over  half  a  century 
old;  cable  TV  is  in  its  30s.  Now  a  new  type 
of  video  network  promises  to  radically 
change  what  we  can  watch,  who  can  create 
it  and  who  will  profit. 

Across  the  Web  thousands  of  sites  now 
offer  video,  up  from  a  handful  a  few  years 
ago.  The  big  film  studios  and  TV  networks 
are  working  on  video  shorts;  local  affiliates 
are  launching  their  own  sites.  They  are 
flanked  by  a  phalanx  of  Web  titans — 
Google,  Amazon.com,  Yahoo  and  more — 


AMAZON 


4  l        From  mov'es  to  ^ 
shows,  the  Web  now 

offers  every  form 

of  traditional  video  and  has 

created  some  funky  new  genres 

of  its  own.  Hollywood  studios, 

Silicon  Valley  heavyweights, 

local  TV  stations  and  plenty 

of  amateurs  are  all 

battling  to  control  the 

new  world. 

APPLE 


Last  month  Amazon 
unveiled  its  Unbox  service, 
which  lets  users  download 
episodes  of  CBS'  Survivor 
for  S1.99  or  a  DVD-quality 
copy  of  Spiderman  2 

for  $9.77.  One   

hitch:  speed.  A 
typical  DSL  user 
will  have  to  wait  a 
bit  over  an  hour  to 
start  watching 
Spidey. 


GOOGLE 


Racing  to  overtake 
YouTube,  Google  Video 
lets  amateur  filmmakers 
upload  longer  videos,  then 
plays  them  back  in  higher 
definition  than  YouTube. 


Featured  Previe 


W  MEMOIRS  Of  A 

GEISHA 


YOUTUBE 


Chief  Executive  Steve  Jobs 
pioneered  the  video  podcast, 
downloadable  videos  ranging 
from  short  amateur  shows 
like  Tiki  Bar  TV  to  ABC  hits 
like  Lost.  Last  month  the 
company  made  a  splash  with 
its  iTV  Player,  a  gadget  that 
lets  you  watch  downloaded 
videos  on  either  your  PC  or 
your  TV. 
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The  pioneering  site  host 
got  its  start  by  offering  to| 
store  anyone's  short 
videoclip  online  and  play 
it  back  on  any  Web  page,  i 
Popular  videos  include 
pranks,  pratfalls,  virtuoso 
musicians,  rare  concert 
footage  and  pretty  much 
everything  else:  A 
whopping  65,000  new 
videos  are  added  daily. 


pi, 


on 


and  by  dozens  of  startup  boutiques  (see 
box,  p.  102).  Ampd  Mobile  streams  car- 
toons of  a  grade  school  George  W.  Bush; 
Atom  Films  has  commissioned  short  films 
on  everything  from  videogames  to  breast 
enhancements. 

Some  marketers  and  techmakers 
badly  want  to  see  this  revolution — and 
YouTube — succeed.  "This  is  the  most 
exciting  time  you  could  ever  enter  mar- 
keting; the  world  has  been  turned  on  its 
ear,"  says  John  Hayes,  chief  marketing  offi- 
cer for  American  Express,  which  is  in 
talks  to  become  a  sponsor.  No  longer  can 
firms  talk  "at"  consumers,  he  says;  they 


must  find  ways  to  listen  and  interact.  "I 
call  this  the  Til  decide,  not  you'  genera- 
tion," Hayes  says. 

YouTube  ran  a  funny  two-minute 
American  Express  spot  filmed  by  Rush- 
more  director  Wes  Anderson.  Some 
300,000  people  have  watched  it,  rating  it 

stars  out  of  five.  "Any  media  buy  could 
get  that  many  people,  but  the  best  brands 
really  want  their  consumers  to  interact 
with  them,"  Hayes  says. 

What's  this?  An  ad  that  people  want  to 
watch?  That's  not  a  bad  idea  in  a  world  full 
of  TiVos  and  fast-forward  buttons.  (See 
related  commentary,  p.  34.) 


REWER 


AFFILIATES 


DVIELINK 


e  of  the  first  sites  to 
major  motion  pictures 
r  the  Internet.  It  might 
re  been  the  right  idea 
he  wrong  time;  now 
onslaught  of  big-name 
ripetition  looms. 


One  of  the  most  serious 
threats  to  YouTube  so  far 
comes  from  tiny  Revver. 
The  company  shares  its  ad 
revenue  with  the  people 
who  upload  popular 
videos,  it  just  signed  a 
deal  with  "lonelygirl15," 
a  series  of  fake  video 
blogs  that  caught  fire  after 
being  posted  on  YouTube. 
Companies  like  YouTube 
"are  scaling  their  business 
on  the  backs  of  creators," 
snipes  Rewer  Chief  Steven 
Starr,  (pictured  above). 


Many  network  affiliates 
are  throwing  new  shows 
on  the  Web.  WSVN,  the 
Miami  Fox  affiliate,  just 
launched  a  new  site  that 
features  its  anchors  in 
three-  to  four-minute 
Web-only  news  updates. 


m 

j$¥$  Associated  Press 
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Web  video  could  revive  key  regions  of 
techdom,  sparking  the  purchase  of  waves 
of  new  gear  and  software  and  soaking  up 
the  oversupply  of  dark  fiber  that  rests  idle 
in  the  ground  after  the  madly  optimistic 
building  binge  of  the  late  1990s.  "The 
underlying  technologies  are  pretty  spec- 
tacular," says  James  Crowe,  chief  of  fiber 
giant  Level  3.  "Truck  distribution,  cable 
distribution,  satellite  distribution — it's  all 
moving  to  Internet  distribution." 

Video  accounts  for  a  60%  share  of 
Internet  traffic,  and  that  number  will  soar. 
Two  years  ago  the  cost  of  streaming 
unlimited  video  over  the  Net  daunted 
even  giants — MSNBC  capped 
coverage  of  the  elections  in 
2004  at  just  around  200,000 
viewers  on  election  night. 
Now  an  hourlong  TV  drama 
costs  a  quarter  to  zap  to  a 
viewer  over  the  Net,  and  it 
will  cost  less  than  a  penny 
in  a  few  years.  Right  now 
most  of  it  is  fleeting  bits, 
but  just  wait.  "We  will  work 
our  way  up  from  an  old 
episode  of  Bonanza  to  the 
Super  Bowl  over  time," 
Crowe  says. 

Hurley  and  Chen  insist 
they  will  stick  with  Net- 
geared,  user-made  short 
bursts.  This  seems  to  be  a 
lost  opportunity — why  not 
offer  reruns  on  demand 
from  the  big  networks?  It 
may  stem  from  a  laser-sharp 
focus  or  from  a  lack  of  ambi- 
tion— or  it  may  be  subterfuge;  after  all, 
Sergey  Brin  and  Larry  Page  at  Google 
started  out  saying  they  posed  no  threat  to 
Microsoft. 

Hurley  and  Chen  met  when  they 
worked  at  PayPal,  the  online  payment  site 
acquired  by  Ebay  for  $1.5  billion  in  2002; 
they  linked  up  in  2005  to  start  YouTube. 
Today  Hurley  runs  management  and 
Chen,  chief  technology  officer, 
oversees  programmers,  who 
make  up  most  of  the  company's 
60-person  staff. 

Hurley  is  29  and  trim,  with 
long  locks  and  Hollywood- 
stubble  good  looks;  he  grew  up 
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in  rural  Pennsylvania  and  is  married 
with  two  kids.  A  design  major  at  Indiana 
University  of  Pennsylvania,  he  styled 
YouTube's  elegant  and  clean  interface. 
Chen  is  27,  single  and  stockier,  sporting 
a  gold  earring  in  each  ear  and  spiky 
black  hair  in  permanent  disarray,  by 
design.  He  was  born  in  Taiwan  and 
schooled  at  the  University  of  Illinois  at 
Urbana-Champaign  campus  that  cre- 
ated the  seminal  Mosaic  browser.  He 
handled  the  nitty-gritty  of  how  the  video 
site  would  work. 

YouTube  set  up  in  February  2005  and 
went  live  three  months  later,  but  kept  a 
low  profile.  By  November  the  pair  had 
raised  $3.5  million  from  Sequoia  Capital. 
Soon  a  fleeting  fad  began  to  look  more 
like  a  phenomenon.  Users  watched  3  mil- 
lion clips  a  day  in  December,  10  million  a 
day  in  January  and  50  million  in  April.  It 
was  a  viral  epidemic.  Viewers  sent  links  to 
their  friends  and  posted  new  fare  that 
drew  more  newcomers. 

YouTube  began  showing  up  in  quick 
mentions  in  the  media,  luring  still  more 
visitors.  (FORBES  ran  the  first  major  pro- 
file in  its  Mar.  13,  issue).  Months  later  that 
would  explode  to  3,000  articles  per  week 
and  hundreds  of  stories  on  television, 
including  a  breezy  appearance  of  the  pair 


on  the  The  Charlie  Rose  Show. 

Hurley  and  Chen  had  the  idea  for 
YouTube  after  getting  frustrated  when 
they  tried  to  swap,  online,  videoclips 
from  a  party  they  had  attended.  They 
were  intent  on  keeping  the  site  simple 
enough  for  amateurs  to  use — no  sign- 
ups, no  special  software  downloads 
needed  and,  above  all,  no  disruptive 
video  ads. 

If* 


clear  they  would  need  advertising  as 
revenue  source,  and  soon. 

They  began  searching  for  nc 
approaches  that  would  leave  the  audienc 
unperturbed.  In  June  they  let  Walt  Disne 
Co.  buy  up  the  site  for  the  opening  of  th 
Pirates  of  the  Caribbean  sequel,  fillin 
every  banner  slot. 

In  early  August  the  YouTube  Tw 
went  calling,  meeting  in  New  York  Cit 


TrUCk  distribution.  Cable  distribut 
Satellite  distribution— 

moving  to  internet 


if s  all 


distribution. 


if 


Madison  Avenue  had  a  different  idea. 
Advertisers  wanted  to  insert  "pre-rolls," 
15-second-long,  unskippable  ads  that 
would  precede  all  videos,  but  the  two 
YouTubers  blocked  that  idea.  The  first 
time  they  imposed  on  users  with  a  small 
text  ad  on  the  site,  in  January,  they  jok- 
ingly apologized,  explaining  they  needed 
the  cash  to  fix  the  office  sink.  In  April 
they  raised  another  $8  million  in  venture 
funding.  Hard  drives  are  not  free.  It  was 


Power  to  the  People 


FOR  ALL  THE  HYPE  OF  THE  NET  VIDEO  REVOLUTION,  SKEPTICS  SAY  INCUM- 

bent  media  need  not  fear  it.  Once  in  orbit  satellites  can  deliver  high- 
quality  video  to  additional  homes  at  zero  additional  cost.  DirecTV 
will  launch  two  new  satellites  next  year  at  a  cost  near  S1  billion  to 


► 


offer  1,500  high-def  local  channels.  'The  economics  of  that  can  never  be  beat,"  says 
Peter  Christy,  cofounder  of  Internet  Research  Group.  And  yet  the  cost  of  zapping  video 
over  the  Net  is  falling  20%  to  30%  a  year,  stoked  by  "content  delivery  networks" 
run  by  the  likes  of  Akamai,  Limelight  Networks  and  Netli.  YouTube  farms  its  deliv- 
ery out  to  Limelight,  among  others,  and  two  out  of  three  videos  that  Limelight 
distributes  never  cross  the  public  Internet.  !n 
Tokyo  the  video  sits  on  a  local  server  with  a 
direct  link  to  Japan's  biggest  DSL  network;  in 
Philadelphia  a  local  Limelight  server  jacks  right 
into  Comcast's  cable  network. 

It  all  seems  familiar.  Today  phone  companies 
are  under  attack  from  Vonage  and  Skype,  which 
send  calls  over  the  Internet.  Video  signals  are  a 
lot  fatter  than  phone  calls,  but  eventually,  as  the 
exponential  decline  in  bandwidth  costs  contin- 
ues, the  cable  and  satellite  companies  will  face 
an  equally  dire  threat  — S.W. 


Estimated  average 
delivery  costs  for 
rental  movies 

(cents  per  movie)1 


'Assuming  2  gigabytes  per  movie  for  Internet 
delivery.  Source:  Level  3. 


with  Jordan  Bitterman  and  his  crew  a 
Digitas.  The  duo  entered  the  conferenc 
room  to  find  it  packed  with  members  c 
every  division,  creative  types,  media  buy 
ers,  production  people.  They  struck  the  ai 
guys  as  less-than-slick  salesmen,  ver 
modest — and  a  bit  wide-eyed.  The  long 
haired  Hurley  reminded  Bitterman  of  tb 
Doors'  Jim  Morrison  "on  his  first  pres 
junket,"  he  says. 

Chen  and  Hurley  skipped  a  forma 
pitch  and  simply  used  a  laptop  to  cruisi 
around  the  YouTube  site.  The  duo  wen 
open  to  anything:  Why  not  have  user 
create  ads?  How  about  shooting  behind 
the-scenes  videos  while  making  regula 
ads  (a  la  DVD  extras)?  Sponsored  videc 
blogs?  Maybe  "event  marketing"  shoots  a 
sponsored  film  festivals? 

As  they  headed  to  their  next  meeting 
a  few  Digitas  execs  trailed  the  duo  out  tc 
the  lobby,  aiming  to  pin  them  down 
Bitterman  pitched  Hurley  on  ideas  foi 
American  Express;  Gregory  Verdino  solo 
Chen  on  ideas  for  Cingular. 

On  Aug.  22  YouTube  set  its  first  big 
push  into  video  ads.  The  site  created  spe 
cial  "brand  channels"  to  draw  users  tc 
promotional  material.  The  Paris  Hiltor 
channel  has  an  original  broadcast  by  the 
heiress  promoting  her  Warner  Bros 
album  and  was  wrapped  in  yet  another  ac 
layer:  the  channel  was  "sponsored"  b)| 
Fox's  Prison  Break.  YouTube  also  created  a 
daily  "Participatory  Video  Ad"  on  the 
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Choose  proven  performance 
for  your  401  (k)  Rollover. 


The  T.  Rowe  Price  FlexCho 

ce  Rollover  IRA 

Just  a  few  of  our  funds  appropriate  for  Rollover  IRAs  that  beat  their  1  - 

5-,  and  1 0-year  I 

.ipper  average. 

As  of  6/30/06 

1  Year 

5  Year 

10  Year 

Capital  Appreciation  Fund 

9.09% 

10.12% 

11.99% 

Lipper  Flexible  Portfolio  Funds  Average 

8.26% 

4.54% 

7.40% 

Growth  Stock  Fund 

8.69% 

3.12% 

9.1 9% 

Lipper  Large-Cap  Growth  Funds  Average 

5.43% 

-1.22% 

5.49% 

Spectrum  Growth  Fund 

12.76% 

6.37% 

8.64% 

Lipper  Multi-Cap  Core  Funds  Average 

9.41% 

3.12% 

7.97% 

Current  performance  may  be  lower  or  higher  than  the  quoted  past  performance,  which  cannot  guarantee  future  results. 
Share  price,  principal  value,  and  return  will  vary,  and  you  may  have  again  or  loss  when  you  sell  your  shares.  To  obtain  the 
most  recent  month-end  performance,  please  call  us  or  visit  our  Web  site.  Request  a  prospectus  or  a  briefer  profile;  each 
includes  investment  objectives,  risks,  fees,  expenses,  and  other  information  that  you  should  read  and  consider  carefully 
before  investing.  All  mutual  funds  are  subject  to  market  risk,  including  loss  of  principal. 


A  wide  range  of  proven  performers — For  each  1-,  5-,  and  10-year  period  ended  6/30/06,  65%  of  our  mutual  funds  beat 
their  Lipper  average*  And  our  wide  range  of  funds  gives  you  the  choices  you  need  to  make  the  most  of  your  retirement 
savings.  Results  will  vary  for  other  periods.  Past  performance  cannot  guarantee  future  results. 

Low  cost — T.  Rowe  Price  offers  100%  no-load  funds  with  no  sales  charges  or  commissions,  and  lower  expenses  than  their 
Lipper  averages. 

It's  easy  to  get  started — We  can  help  you  choose  from  90  mutual  funds  and  even  help  take  care  of  the  rollover  paperwork 
for  you.  So  call  one  of  our  Rollover  Specialists  today.  Or  visit  our  Web  site  to  open  an  account.  And  put  the  expertise  of 
T.  Rowe  Price  to  work  for  your  Rollover  IRA. 


troweprice.com/start  1.800.341.0042 


T.RoweRice 


INVEST  WITH  CONFIDENCE 


Average  annual  total  return  figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain  distributions.  *Based  on  cumulative  total  return.  90  of  139, 73  of  94,  and  50  of  65 
T  Rowe  Price  funds  (including  all  share  classes  and  excluding  funds  used  in  insurance  products)  outperformed  their  Lipper  average  for  the  1-,  5-,  and  10-year  periods  ended  6/30/06,  respectively. 
Not  all  funds  outperformed  for  all  periods.  (Source  for  data:  Lipper  Inc.) 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRARFC074321 


opening  page.  It  aims  to  be  so  good  that 
users  seek  it  out.  NBC  and  ESPN  quickly 
signed  on  to  tout  their  new  shows,  and 
YouTube  let  its  viewers  whale  away  at  the 
sponsors.  "Ugh,  the  worst  thing  on  TV," 
wrote  one  in  response  to  an  ESPN  spot  for 
Monday  Night  Football. 

The  participatory  slot  has  been  sold 
out  ever  since,  likely  bringing  in  about 
$175,000  and  400,000  viewers  a  day.  No 
wonder  Hurley  says  YouTube  wont  need 
more  venture  funding — though  he  won't 
say  when  it  will  be  in  the  black. 

Companies  including  Cingular  and 
Nestle  have  now  signed  up  to  sponsor 
contests  that  reward  the  best  amateur 
videos.  YouTube's  deal  with  Cingular, 
unveiled  on  Sept.  20,  generated  a  thou- 
sand stories  in  print  and  on  TV.  This  is 
American   Idol   YouTubified.  Called 


User-generated  efforts  are  catching 
on  elsewhere,  too.  American  Express 
launched  one  program  on  its  own  Web 
site  to  have  amateur  filmmakers  produce 
15-second  spots  tied  to  its  "My  Life,  My 
Card"  campaign.  AmEx  got  1,700 
entries,  which  were  evaluated  by  direc- 
tors M.  Night  Shyamalan  and  Martin 
Scorsese.  AmEx's  John  Hayes  says  he  was 
amazed  by  the  quality;  one  miniflick  of  a 
wedding  at  a  train  station  in  Italy  made 
him  mist  up. 

Hayes  sees  the  risks  of  empowering 
consumers  who  might  espouse  views  he 
doesn't  really  want  to  hear.  (Participa- 
tory online  ads  sponsored  by  Chrysler 
embarrassed  the  carmaker  after  ama- 
teurs made  them  into  anti-SUV  screeds.) 
"It's  both  daunting  and  exciting,"  Hayes 
says,  "but  if  you  want  your  brand  to 


Escalating  his  attack,  Starr  also  calls 
YouTube  "unethical"  for  its  lax  approach 
in  letting  fans  post  copyrighted  material 
without  the  owner's  permission,  waiting 
for  someone  to  object.  Last  month 
YouTube  said  by  year-end  it  will  roll  out 
software  to  help  copyright  holders 
quickly  find  their  songs  that  users  have 
incorporated  in  their  homemade  videos. 
That  should  help  fend  off  copyright  suits 
but  also  threatens  to  crimp  the  anything- 
goes  ethic  that  made  the  site  so  popular 
in  the  first  place. 

YouTube  just  signed  a  deal  with 
Warner  Music  Group  that  will  let  users 
embed  some  Warner  wares  in  their  own 
music  videos  and  amateur  flicks.  The 
deal  will  also  give  Warner  more  power 
to  control  the  use  of  their  music  and 
potentially  collect  royalties. 


"This  is  the  most  exciting  time 

VOU  COUld  eVetenter  marketing. 

The  marketing  world  has  been  mm 

turned  on  its  6a i. 


"Underground"  and  set  to  debut  this 
month,  it  will  feature  videos  from  bands 
not  yet  affiliated  with  a  record  company. 
Cingular  is  the  sponsor.  Viewers  will 
vote  for  their  favorites,  after  which  a 
producer  will  pick  a  winner.  The  contest 
also  involves  traditional  TV:  ABC's 
Good  Morning  America  will  feature  the 
winning  bands. 

Cingular  and  YouTube  won't  put  a 
dollar  value  on  the  11 -week  promotion, 
but  it  could  bring  in  several  million  for 
YouTube.  More  deals  are  in  the  works. 
Cingular's  rivals  instantly  got  interested. 

To  jazz  up  Butterfinger  candy  bars, 
Threshold  Marketing  shot  "viral  video" 
of  people  "making  the  most  of  any 
moment"— goofy  folks  stuck  in  traffic 
and  dancing— to  bait  YouTube  fans  into 
making  their  own  videos.  The  ad  folks 
can  veto  what  they  don't  like.  "The  abil- 
ity to  filter  out  things  that  might  not  be 
flattering  was  a  big  concern,"  says  Dennis 
Mink,  a  partner  at  Threshold. 


be  relevant  you've  got  to  join  the 
conversation." 

YouTube  has  an  enviable  lead  in  let- 
ting marketers  do  just  that,  but  now  it 
faces  foes  both  gigantic  and  teensy. 
Google,  backed  by  $4  billion  in  cash,  a 
massive  server  network  and  blue-chip 
sponsors,  is  the  most  fearsome  threat.  Its 
new  video  site  apes  the  YouTube  look 
and  many  of  its  clever  features. 

Smaller  imitators  are  attacking  on 
other  fronts.  Revver  and  other  video 
sites  offer  amateurs  a  split  of  the  ad 
revenue  their  videos  attract  (as  does 
Google).  "We  believe  creators  deserve  to 
get  paid,"  says  Rewer  Chief  Steven  Starr. 
Rewer  collects  a  buck  or  so  each  time  a 
user  watches  a  video  and  clicks  on  the 
ad  that  follows  it;  the  clip's  creator  gets  a 
40%  cut  of  the  ad  money.  The  amateurs 
who  filmed  the  geyser  effect  of  Mentos 
candy  jammed  into  bottles  of  diet  Coke 
have  reaped  nearly  $35,000  from  Rewer, 
he  says. 


Miles  Beckett,  a  creator  of  the  fic- 
tional "lonelygirll5"  videos  that  lured 
900,000  viewers  in  recent  months,  fore- 
sees the  advent  of  "wiki-television"— 
where  fans  get  involved  in  the  story; 
those  who  provide  the  most  clever 
responses  get  a  cut  of  the  ad  pie.  "If  the 
fans  generate  enough  revenue  from  their 
videos  they  can  quit  their  day  jobs,  too," 
Beckett  says.  "We  think  it's  such  a  cool 
way  to  tell  a  story.  It  is  just  something 
you  can't  do  with  the  traditional  media." 

YouTube's  Hurley  concurs.  Video 
democracy  is  here,  he  says,  and  falling 
costs  of  transmission  and  a  growing 
audience  eager  for  the  offbeat  have 
empowered  anyone  with  a  laptop  to 
create,  review  or  alter  almost  any  piece 
of  digital  entertainment — right  up  there 
with  the  big  guys.  "Hollywood  will 
always  bring  great  content,"  he  allows, 
"but  amateurs  can  create  something  just 
as  interesting — and  do  it  in  two 
minutes."  F 
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Everybody  works  for  Google.  At  least  its  starting  to  feel  that 
way.  No  other  company  has  ever  grown  this  much  this  fast.  The 
omnivorous  search  services  revenue  went  from  nothing  in  1998 
to  $5  billion  through  June  of  this  year.  It  employs  8,000  people, 
including  many  of  the  world's  better  engineers  and  salespeople. 

Chief  Executive  Eric  Schmidt  cannot  keep  track:  "New  York, 
Kirkland,  Beijing,  Bangalore,  Zurich.  I  thought  we  had  10  people 
I  in  each  of  these  places.  Turns  out  we  have  100." 

Rarely  has  any  firm  influenced  so  many  industries  so  quickly. 
Businesses  want  to  work  with  Google,  get  bought  by  Google,  get 
funded  by  Google  or  sell  Google-generated  ads,  or  a  combination 
of  all  four.  Every  time  you  run  a  Google  search,  you  make  its  brain 
a  little  more  powerful.  Its  sprawling  network  of  warehouse-size 
data  centers  around  the  world  scrapes  and  analyzes  the  Web  for 
:  every  clue  to  how  we  search  for  what's  out  there.  It  learns  more 
each  day  about  which  ads  to  insert  next  to  results.  With  every  ad 
click  comes  a  little  more  revenue.  It's  like  Albert  Einstein  rum- 
maging through  the  world's  couches  for  lost  pocket  change. 

"I  always  thought  that  big  companies  had  big  checks  written 
to  them,"  says  Schmidt.  "We  just  get  these  little  bits  on  an 
unimaginable  scale." 

Google's  cash  hoard  and  short-term  investments  now  top 


What's  good  for  the  search  giant 
is  good  for  America.  Sort  of. 

$10  billion,  and  it's  spending  madly  to  cement  its  power. 
Google  sideswiped  Microsoft  in  December  to  lock  up  the 
search  ad  business  at  AOL,  paying  $1  billion  for  5%  of  the  Time 
Warner  division.  In  May  Google  cut  a  reported  three-year,  $1 
billion  deal  with  Dell  to  plant  the  Google  search  bar  atop  new 
PC  screens.  In  early  August  came  a  sweeping  four-year,  $900 
million  ad  deal  with  Fox  Interactive  Media,  owner  of  social- 
network  leader  MySpace.  (Microsoft  got  the  hindmost:  an  ad 
deal  with  number  three  social-networking  site  Facebook.)  In 
late  August  came  a  broad  deal  with  Ebay  to  supply  the  ads  on 
its  international  auction  sites,  which  in  sum  grow  faster  than 
the  U.S.  auction  sites,  which  were  parceled  out  to  Yahoo.  The 
Google  ad  machine,  so  effective  on  the  Internet,  is  heading  for 
all  media,  and  vice  versa.  Google  agreed  to  pay  up  to  $1.1  bil- 
lion in  January  for  a  radio  advertising  company  called  Dmarc 
Broadcasting. 

As  Google  reaches  for  a  billion  dimes,  it  is  fostering  an  in- 


Google  Industrial 


Paul  Rademacher: 
map  mashup  pioneer. 


dustry  of  a  billion  little  businesses  and  developers.  Google  has 
scooped  up  more  than  50  tiny  software  firms  that  have  created 
various  online  applications:  calendars,  social  networks,  maps, 
blogs,  photo  sharing  and  wor  d  processing.  Google  doesn't  charge 
for  any  of  these  services,  and  few  of  them  rank  number  one  or 
two  or  even  three  in  their  categories,  but  they  expand  Google's 
inventory  of  advertising  space.  And,  by  opening  up  select  bits  of 
these  programs  to  outside  software  developers,  Google  Chief 
Schmidt  thinks  he  can  create  a  monster  new  computer  industry, 
with  Google  at  its  core.  "The  number  one  goal  is  to  build  the 
most  powerful  platform  to  build  these  new  businesses,"  Schmidt 
says.  "This  area  will  be  as  rich  as  what  we  saw  in  PCs." 

Call  it  the  search  industrial  complex.  Timothy  Cadogan,  vice 
president  of  search  at  Yahoo,  figures  there  are  at  least  150  compa- 
nies working  as  search  engine  marketers,  including  Efficient 
Frontier,  Performics,  Avenue  A  and  Iprospect.  These  firms  advise 
companies  how  to  design  their  sites  to  rank  higher  in  search 
results  or  to  bid  more  wisely  on  ad  keywords  or  craft  ad  copy  that 
will  get  clicked  on  more  often. 

Firms  such  as  Internet  Real  Estate  and  I  REIT  buy  up  thou- 
sands of  Web  sites  with  commonplace  domain  names  such  as 
africanamericans.com  and  mutualfunds.com,  then  load  them 
with  Google  ads.  They're  valued  on  total  expected  return,  just  the 
way  Wall  Street  treats  bond  portfolios.  At  DigiPawn  you  can  even 
hock  your  site's  name. 

"Pretty  academic  people  are  moving  into  this  field,"  says 
Cadogan,  shaking  his  bald  head.  "I've  been  doing  this  for  seven 
years.  I  can  remember  when  we  we  made  $10  a  day,  total.  Now  a 
lot  of  people  rely  on  us  for  their  livelihoods." 

Oh,  yeah,  Yahoo  and  Microsoft  sell  ads,  too,  but  there  is  no 
doubt  about  who  has  the  mojo.  Yahoo,  embarrassingly,  had  to 
delay  the  debut  of  Panama,  its  new-and-improved  ad-targeting 


software.  Yahoo  also  recently  warned  of  weakness  in  its  third- 
quarter  revenue  because  of  retrenching  auto  and  financial  serv- 
ices advertisers;  its  shares  fell  1 1%.  Google's  fell  only  3%.  Google's 
enterprise  multiple,  the  ratio  of  market  cap  plus  debt  to  operating 
earnings  (Ebitda,  that  is),  is  33,  compared  with  an  industry  aver- 
age of  18  (where  Yahoo  is).  Microsoft  used  to  have  this  kind  of 
clout  in  the  glory  days  of  the  personal  computer.  Now  Microsoft 
execs  seethe  over  Google  as  they  ready  their  own  expansion  into 
the  search  advertising  business. 

Schmidt  had  better  hurry.  He's  still  almost  entirely  depend- 
ent on  those  bland-looking  12-word  advertisements.  If  Yahoo's 
warning  of  a  softening  online  ad  market  holds  true  for  everyone, 
Google  will  be  chasing  after  diminishing  returns. 

There  may  be  signs  that  the  great  Google  growth  machine  is 
slowing.  Growth  of  free  cash  flow  (cash  flow  from  operations 
minus  capital  expenditures)  is  slowing  and  actually  fell  29%  in 
the  last  quarter  compared  with  a  year  earlier.  Meantime,  investors 
count  on  Google  to  execute  better  than  anyone  else. 

In  the  past  20  months  Google  insiders  have  sold  $5  billion 
in  stock,  including  $1.34  billion  and  $1.24  billion,  respectively, 
by  cofounders  Larry  Page  and  Sergey  Brin.  Schmidt  has  sold 
$541  million.  These  guys  aren't  flight  risks — the  top  14  insiders 
still  hold  $32.7  billion,  and  about  100  employees  have  left  the 
company  so  far — but  they  are  not  big  bulls  on  the  stock,  either. 
Schmidt  is  the  only  insider  to  buy  Google  on  the  open  market 
in  the  past  year,  and  his  $2.24  million  purchase  is  0.4%  of 
his  sales. 

If  Schmidt  thought  his  stock  were  really  overvalued,  he  might 
protect  Google  by  making  a  big  acquisition  with  the  inflated 
shares.  Instead  he  is  trusting  the  "many  little  make  one  big" 
approach  of  buying  little  firms  like  Blogger,  a  personal  publishing 
service,  or  Keyhole,  the  basis  for  the  popular  Google  Earth  serv- 
ice, which  has  more  than  1 00  million  users.  Each  service  builds 
out  the  Web,  throwing  off  new  pages  where  it  can  put  ads  and 


Googler  Mark  Lucovsky: 
Onetime  Microsoft  star 
now  gives  away  software. 


110      FORBES      OCTOBER  16,  2006 


jSURANCE  I  REINSURANCE  I  FINANCIAL 

!e  XL  Capital  group  is  rated  A+  by  AM  Best: 

it  www.xlcapital.com 

I  ing  as  of  15  August  2006 


FUNDAMENTAL  STRENGTH  -  CAPITAL  AND  PEOPLE 


i  in 


Google  Industrial 


Mashups  are  Web  hybrids 
that  combine  software 
tools  for  fun  and  profit. 
Map  mashups  used  to  look 
like  this  chart  of  ethnic 
restaurants  in  Detroit.  Now 
they're  getting  better- 
looking,  like  this  effort 
from  HBO,  where  viewers 
can  spot  murder  locations 
from  The  Sopranos. 
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giving  Google's  statisticians  a  bigger  (and  better-performing) 
base  to  work  on  search  results. 

Those  dimes  from  the  keyword  ads  pay  for  Google's  project 
to  put  millions  of  library  books  online.  They  pay  for  free 
Google-branded  ice  cream  at  its  Mountain  View,  Calif,  cafete- 
ria. And  they  pay  for  Google's  Dublin  office,  where  900  people, 
proficient  in  35  languages,  proofread  Google  ads  headed  for 
Europe  and  the  Mideast. 

How  many  clicks  per  day  does  Google  process?  Schmidt  is 
chary  with  details,  having  been  burned  by  Microsoft  in  his  days 
at  Sun  Microsystems  and  Novell.  But  Yahoo,  ranked  second  in 
the  search  advertising  business,  says  the  number  of  financial 
transactions  it  processes  daily  equals  the  number  of  trades  on 
the  New  York,  London,  Paris,  Frankfurt  and  Geneva  stock 


I'm  Feeling  Lucky 


Google  insiders  have  sold  13  million  shares  since  the  2004 
initial  offering,  for  a  total  reported  value  of  $5  billion.  They 
still  hold  $33  billion,  but  only  Schmidt  is  openly  buying  more. 


Sold  3.6  million 
shares  worth 
$1,337  billion. 


Sold  3.2  million 
shares  woith 
$1,236  billion. 


Sold  more 
than  2  million 
shares  worth 
$809  million. 


Sold  1.4  million 
shares  worth 
$541  million. 


exchanges  put  together — times  four. 

The  race  is  on  to  build  "little  bits  on  an  unimag- 
inable scale"  into  a  bigger  business.  Google  and 
Yahoo  engineers  publish  software  code  for  public 
consumption — a  way  to  access  their  maps,  say,  or  a 
temporary  link  to  their  search  tool— and  in  a  near- 
instant  developers  around  the  globe  are  building  new 
software  based  on  it.  These  novel  products  are  called 
mashups,  a  marriage  of  bits  of  two  or  more  Web  sites 
to  create  a  third  product:  a  directory  of  pizzerias  on 
a  neighborhood  map,  for  example,  to  show  where  the 
nearest  deep-dish  resides. 

To  many  in  the  business,  mashups  are  still  a  Hula 
Hoop,  a  game  for  kids.  Not  to  Google's  Mark  Lucovsky,  who 
wrote  much  of  Microsoft's  computer  server  software  before  leav- 
ing last  year.  Microsoft  was  sad  to  see  him  go.  Lucovsky  testified 
in  court  that,  during  his  exit  interview  with  Steven  Ballmer,  the 
Microsoft  chief  executive  threw  a  chair  across  his  office,  vowing 
to  "bury"  Schmidt. 

Lucovsky  s  main  job  at  Google  is  to  spur  growth  in  mashups. 
At  least  30,000  sites  use  Google  Maps,  using  the  programming 
hooks  provided  by  Google.  This,  he  says,  is  "hard-core  real-time 
software  development  that  no  one  has  seen  before." 

Yahoo  is  releasing  its  own  code  for  mashups  and  building 
a  developer  community.  Microsoft  is  making  mashups  a  key 
feature  of  its  Windows  Live  services.  But  there  is  no  mistaking 
which  company  is  ahead  right  now.  Programmable  Web,  a  site 
that  tracks  mashups,  figures  that  about  half  of  the  mashups  it 
sees  are  based  on  Google's  map  business  and  about  half  of  all 
mashups  fund  themselves  using  the  Google  ad  machine. "It 
feels  like  the  birth  of  a  new  industry,"  says  John  Musser,  the  45- 
year-old  veteran  of  Bell  Labs  and  Electronic  Arts  who  runs 
Programmableweb.com. 

Google's  mashup  effort  began  a  few  weeks  after  the  February 
2005  release  of  its  map  service.  Paul  Rademacher,  a  programmer 
at  film  studio  DreamWorks  SKG,  was  looking  for  an  apartment 
and,  when  he  was  not  rendering  Shrek  2,  figuring  out  how 
Google  Maps  worked.  He  hacked  it  after  a  couple  of  weeks  and 
merged  it  with  apartment  listings  from  Craigslist.  Suddenly  any- 
one could  zoom  across  a  city  map  and  pinpoint  pads. 

Within  a  couple  of  days  he  was  mentioned  on  100  blogs. 
Google's  legal  department  considered  suing  him  but  decided  not 
to  once  they  realized  he  wasn't  making  money  on  the  creation 
and  his  work  was  driving  traffic  to  Google.  Within  two  months 
he  was  working  at  Google,  figuring  out  what  else  they  should 
open  up. 

If  you  don't  get  a  job  offer  from  Eric  Schmidt  you  can  still 
make  out — sort  of.  Virender  Ajmani  has  made  $400  from  30 
mashups  at  his  mibazaar.com.  (He  also  has  a  $10,000  contract  for 
a  mashups  book.)  Jeffrey  Marshall  says  he  has  made  a  few  grand 
from  mashups  like  hotcaptcha.com,  which  mashes  hotornot.com 
with  a  security  verification  site  to  create  an  online  beauty  contest, 
and  he  also  programs  mashups  for  others  at  $150  an  hour.  Big 
outfits  including  Dell,  British  Airways  and  NASA  have  built 
mashups,  too.  See,  we  all  work  for  Google.  F 
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WHAT  GOOD  IS  II  IF 
YOUR  SYSTEMS  ARE  UP 
BUT  YOUR  BUSINESS 
IS  DOWN? 


Traditional  measures  of  IT  success,  like  five 
9's  of  availability,  bug-free  code,  apd  on-time, 
on-budget  project  delivery  don't  mean  your 
IT  investment  is  increasing  your  revenue  or 
lowering  your  costs.  That's  why  the  most 
successful  IT  organizations  are  shifting  their 
focus  from  managing  IT  outcomes  to  managing 
the  business  outcomes  of  IT. 

Mercury's  BTO  software  is  critical  for  getting 
positive  business  results  from  every  IT  initiative. 
From  the  delivery  of  traditional  customer-facing 
applications  to  regulatory  compliance  to  meeting 


best  practices,  Mercury  BTO  Enterprise  ensures 
quality,  performance  and  availability.  In  fact, 
it's  a  comprehensive  solution  to  the  challenges 
of  improving  the  business  results  of  IT,  while 
eliminating  the  increasing  risks  of  unpleasant 
surprises. 

So  call  us  or  visit  our  site  to  learn  more.  Because 
you're  not  just  in  IT  anymore.  You're  in  business. 

MERCURY 

BUSINESS  TECHNOLOGY  OPTIMIZATION 

Visit  www.mercury.com/fbs  or  just  call  866.379.7711 


Insights  Peter  Huber 


ANTHRAX 
AND  LAWYERS 


■  N  2004  THE  FEDERAL  GOVERNMENT  SOUGHT  BIDS  FOR 
I  the  development  and  delivery  of  a  new  anthrax  vaccine.  As 
I  FORBES  reported  soon  afterward  (June  6,  2005),  none  of  the 
I  big  drug  companies  responded.  The  old  anthrax  vaccine 
mm  continues  to  be  supplied  by  a  tiny  privately  held  company. 
The  $900  million  contract  for  the  new  vaccine  went  to  an  equally 
tiny  enterprise  that  has  never  successfully  brought  a  drug  to  mar- 
ket. As  the  New  York  Times  recently  reported  (in  a  front-page 
story  remarkably  similar  to  the  earlier  FORBES  account),  these 
two  corporate  midgets  are  now  locked  in  a  Lilliputian  lobbying 
battle  to  see  who  gets  to  protect  Americans  against  bacterial 
spores  that  could  quite  easily  be  used  to  kill  millions  of  people. 

Why  didn't  Big  Pharma  show  up?  Start  at  the  end  and  work 
back.  If  a  backpack  releases  anthrax  in  a  subway  tomorrow,  your 
doctor  won't  be  able  to  help  you.  Call  Donald  Rumsfeld  instead. 
The  feds  have  a  stockpile  of  vaccine,  but  only  the  Pentagon  has 
the  authority  to  prescribe  it.  And  it's  a  very  unusual  authority  at 
that,  the  kind  you  get  only  from  a  government  utterly  clogged 
with  bureaucrats,  judges  and  lawyers. 

Anthrax  is  a  rare  occupational  hazard  for  people  who  work 
with  animal  hides  and  hair.  It  is  also  a  perfect  biological  weapon, 
because  the  spores  aren't  contagious — they  just  kill  people  on  the 
spot.  The  cold  warriors  who  developed  the  first  anthrax  vaccines 
in  the  1940s  and  1950s  were  not  worried  about  illness  in  the 
goat-shearing  industry.  But  because  natural  anthrax  kills  so  few 
people,  no  human  trials  of  the  vaccine  could  ever  develop  very 
robust  statistics  on  human  lives  saved.  The  federal  agency  that 
used  to  oversee  biologic  pharmaceuticals  licensed  the  vaccine 
anyway. 

When  the  Food  &  Drug  Administration  took  over  in  1972,  it 
began  relicensing  anthrax  and  other  bacterial  vaccines.  An  advi- 
sory panel  took  seven  years  to  submit  its  favorable  report.  Six 
more  years  passed  before  the  FDA  sought  public 
comment,  and  then  the  agency  failed  to  finish  the 
paperwork.  Military  personnel  vaccinated  during 


the  first  Gulf  war  blamed  unexplained  illnesses  on  the  vaccine, 
and  a  handful  then  persuaded  a  federal  judge  that  the  vaccine 
lacked  a  valid  ticket.  The  FDA  immediately  issued  the  new 
license,  but  the  judge  said  it  was  no  good,  because  too  much  time 
had  passed  since  the  public  had  been  asked  to  comment. 

More  than  three  decades  into  this  relicensing  crawl  the  Penta- 
gon declared  a  military  emergency,  and  the  FDA  invoked  a  law 
passed  in  2004  to  issue  its  first-ever  "emergency  use"  license.  The 
anthrax  vaccine  may  now  be  administered  to  any  soldier  or  civil- 
ian— but  only  when  and  where  the  Pentagon  discerns  a  "heightened 
risk"  of  exposure.  In  a  further  effort  to  vaccinate  the  vaccine 
against  lawyers,  the  Department  of  Homeland  Security  has  just 
qualified  the  old  vaccine  as  an  antiterrorism  technology.  This 
provides  broad  protection  from  lawsuits  connected  with  any 
injuries  arising  in  connection  with  an  act  of  terrorism — but  a 
lot  less  legal  immunity  if  the  attack  never  comes. 

Vaccines,  however,  work  by  getting  the  antibody  into  the 
bloodstream  ahead  of  the  attacking  body.  And  the  more  widely 
a  vaccine  gets  used,  the  less  likely  an  attack  with  the  correspon- 
ding microbe  becomes.  If  the 
terrorists  fail  to  show  up,  the 
lawyers  will.  They  always  do 
when  lots  of  healthy  people  get 
vaccinated  against  a  threat  that 
never  materializes. 

No  drug  company  with  real 
assets  is  going  to  mess  with 
licensing  and  liability  systems 
that  require  help  from  both  the 
Pentagon  and  the  terrorists  to 
keep  our  own  terrifying  lawyers 
at  bay.  So  the  cutting  edge  of 
the  antibody-building  industry 
goes  instead  to  tiny  biodefense 
contractors  operating  under  the  oversight  of  the  huge  federal 
bureaucracies.  We  replace  private  capital  with  government  fund- 
ing, profit-driven  innovation  with  fixed-price  government 
contracts  and  personal  choice  with  public  procurement.  We 
stock  silos  in  Nebraska  to  fight  bacteria  that  are  going  to  pop  up 
unexpectedly  in  Yankee  Stadium. 

The  first  anthrax  vaccine  was  developed  at  a  time  when  con- 
tagious diseases  were  killing  millions  of  Americans  a  year,  with- 
out the  help  of  backpacks.  Imperfect  though  they  were,  vaccine 
markets  worked  tolerably  well  back  then.  Multiple  companies 
competed  to  offer  reasonably  safe,  effective  vaccines  to  willing 
buyers.  When  the  microbes  return,  we  will  bitterly  regret  that  we 
have  lost  manufacturing  capacity,  innovative  flexibility,  citizen 
involvement,  private  choice  and  physician  experience  where  we 
need  it  the  most.  "Stockpiling  antibodies  in  the  body,"  a  former 
director  of  the  Centers  for  Disease  Control  has  observed,  "is 
preferable  to  stockpiling  vaccines  on  warehouse  shelves."  F 


If  the  terrorists 
fail  to  show  up, 
the  lawyers 
will.  They 
always  do 
when  lots  of 
healthy  people 
get  vaccinated. 


Forbes 


Peter  Huber  is  a  senior  fellow  of  the  Manhattan  Institute  and  coauthor  of 
The  Bottomless  Well  (Basic  Books,  January  2005). 
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Scams  

Dirty  Rotten 
Scoundrels 

Two  ex-convicts  tried  to  pull  a  fast  one  on 
State  Farm  Insurance.  Neither  made  out  well. 

By  Carrie  Coolidge 


B|  N  2002  TWO  PARTNERS  PAID  A  $60 
I  fee  to  get  a  business  license  and  incor- 
I  poration  papers  from  the  state  of 
I  Michigan.  On  the  application  form 
Hi  Kevin  Mykolaitis  and  Cameron  Wade 
Sanders  called  their  business  Extensive 
Enterprises.  They  didn't  specify  its  purpose. 

A  year  later  Mykolaitis,  then  36,  and 
Sanders,  26,  met  with  a  State  Farm 
insurance  agent  in  Farmington,  Mich. 
They  wanted  to  buy  key-man  life  insur- 
ance for  their  fledgling  enterprise:  a 
$100,000  policy  on  each  partner,  with 
Extensive  the  beneficiary.  Nothing  out 
of  the  ordinary  there,  although  perhaps 
the  agent  should  have  been  suspicious 
when  the  policy  size  drifted  upward  in 
stages  to  $600,000.  Also,  there  didn't 
seem  to  be  a  thriving  business  at  stake 
that  would  have  been  jeopardized  by  an 
untimely  death.  If  State  Farm  had  asked 
itself  the  obvious  question  (do  the  part- 
ners have  a  legitimate  reason  to  insure 
each  other?),  there  might  have  been  a 
different  outcome. 

Three  weeks  later  Mykolaitis  made 
repeated  calls  to  State  Farm  to  verily  that 
the  policies  were  in  force.  Then,  two 
weeks  after  those  calls,  Sanders  was  dead. 
His  bullet-riddled  body  was  found  in  the 
woods  behind  the  Twelve  Oaks  Mall  in 
Novi,  Mich.,  near  Detroit,  in  a  scene  that 
suggested  a  drug-deal  murder. 

Mykolaitis  put  in  a  claim  to  get  the  deadi 
benefit,  which,  had  it  been  paid,  would  have 


wound  up  in  the  pockets  of  Extensive's  sur- 
viving shareholders:  Mykolaitis  and  his  two 
young  children.  State  Farm,  tipped  off  by 
homicide  detectives  to  the  suspicious  cir- 
cumstances, held  up  the  benefit  payment. 
Mykolaitis  sued  to  get  the  money  and  lost, 
in  a  big  way.  In  the  course  of  the  civil  liti- 
gation he  made  some  incriminating  state- 
ments that  contributed,  two  years  later,  to 
his  murder  conviction.  "It  amounted  to  a 
double  double-cross  of  the  insurer  and 
Sanders,"  says  James  Quiggle,  a  senior  ex- 
ecutive at  the  Coalition  Against  Insurance 
Fraud,  an  industry  group. 

How  often  do  insurance  companies 
get  scammed?  Quite  often,  according  to 
the  National  Association  of  Insurance 
Commissioners.  This  group  guesses  that 
insurance  fraud  costs  $120  billion  a  year 
in  the  U.S.  A  large  fraction  of  this  sum 
represents  the  padding  of  health  insur- 
ance claims  by  patients  and/or  their  doc- 
tors. Some  relates  to  property/casualty 
coverage:  staged  auto  accidents,  arson, 
arranged  thefts.  A  small  amount  (there  are 
no  precise  figures)  has  to  do  with  life 
insurance  fraud,  mostly  misstatements 
about  the  health  of  the  applicant. 

Occasionally  life  insurance  fraud  is 
wrapped  around  foul  play.  One  case,  now 
pending  in  criminal  court  in  Los  Angeles, 
involves  two  elderly  ladies  accused  of 
befriending  homeless  men,  taking  out 
policies  on  their  lives  and  running  them 
over  with  a  car.  The  defendants,  who  have 


116      FORBES      OCTOBER  16,  2006 


Scams 


pleaded  not  guilty,  are  believed  to  have 
collected  $2.2  million  from  an  assortment 
of  smallish  insurance  policies  on  the  lives 
of  two  men  who  died  in  suspicious  traffic 
accidents,  one  in  1999,  the  other  in  2005. 
The  cops  got  suspicious  when  they  dis- 
covered the  ladies  were  beneficiaries  in 
both  cases. 

If  insurers  are  too  quick  to  pay,  even 


1992  Volvo  sedan  were  various  items  of  drug 
paraphernalia,  including  a  new  electronic 
scale,  latex  gloves  and  plastic  baggies.  But 
strangely,  no  trace  of  drugs  existed  at  the 
scene,  and  the  autopsy  showed  Sanders'  body 
to  be  free  of  drugs  and  alcohol. 

Novi  police  detectives  Victor  CM. 
Lauria  and  Michael  K.  Warren  got  the 
case.  They  knew  this  would  be  a  tough 


my  17  years  of  police  work  I  had  nevei 
seen  a  washer  or  dryer  stolen,"  says 
Warren,  now  a  sergeant. 

The  cops  found  out  that  Mykolaitij1 
and  Sanders  had  served  time  together  in  a 
Michigan  prison,  both  on  burglary 
charges.  Cellmates  told  an  interesting  tak 
about  the  two  forming  a  friendship  and 
hatching  a  plot  for  an  insurance  scam. 
They  would  start  a  business  and  buy  life 
insurance  policies.  Then  they  would  fake 
the  murder  of  Sanders  by  leaving,  in  a 
place  where  police  would  find  it,  a  bloody 
shirt  with  Sanders'  DNA  alongside  clues 
that  he  had  gotten  tangled  up  with  drug 
runners.  Sanders  would  disappear  and 
start  a  new  life  under  an  assumed  name  in 
Europe,  Mykolaitis  would  collect  on  the 
policy  and  they  would  split  the  proceeds. 

The  tale  from  the  cell  block  seemed 
plausible.  "If  you  know  the  prison  culture, 
that  is  one  way  to  pass  time,"  says  Lauria, 
now  a  lieutenant.  "Prisoners  like  to  sit 
around  and  talk  about  crimes  they  plan 
on  committing  in  the  future." 

Once  out  of  the  slammer,  Sanders 
worked  as  an  office  manager  in  a  furniture 
company,  Mykolaitis  as  a  forklift  operator. 
"They  presented  themselves  as  small-time 


Sanders  would  fake  his  own  death,  Mykolaitis  made  it  real. 


when  they  suspect  mischief,  there's  a  good 
reason.  Paying  an  invalid  claim  is  a  lot 
cheaper  than  losing  a  lawsuit  for  improper 
denial  of  an  award.  When  companies,  in- 
cluding Travelers  Insurance,  denied  a  kitchen 
worker's  claim  for  carpal  tunnel  syndrome 
in  1999,  she  sued  them  for  lost  workers' 
comp.  A  jury  awarded  her  $60,000  in  com- 
pensatory damages  and  $12  million  in 
punitive— later  reduced  to  $2  million;  then, 
after  an  appeal,  a  confidential  settlement  was 
reached. 

How  did  Mykolaitis  get  nailed?  When 
the  cops  found  Sanders'  body  in  April 
2003,  outward  appearances  suggested  a 
drug-linked  crime.  Sanders  had  been  shot 
execution-style,  once  in  the  temple  at 
close  range,  three  times  in  the  chest.  Two 
fired  bullets  were  found  in  the  ground 
under  the  body,  indicating  the  killer  stood 
over  him  and  fired  down  into  his  chest. 

Neatly  placed  in  the  trunk  of  Sanders' 


one  to  crack,  since  there  was  no  murder 
weapon  and  no  eyewitness.  A  lucky 
break:  When  they  searched  Sanders' 
trailer  home  they  turned  up  the  policy 
naming  Extensive  Enterprises.  Now  why 
would  Sanders  need  so  much  life  insur- 
ance? He  had  no  dependents  and  next  to 
no  assets  besides  the  beat-up  Volvo. 
Interviews  with  Sanders'  friends  and 
families  led  them  to  Mykolaitis. 

The  detectives  dug  up  an  intriguing 
fact:  Mykolaitis  had  filed  a  theft  claim 
for  every  home  he  had  ever  lived  in  as 
an  adult,  and  several  of  his  relatives  had 
been  the  victims  of  burglaries,  too.  Even 
stranger,  a  few  months  before  his  mur- 
der, Sanders  had  filed  a  breaking-and- 
entering  report  with  the  Novi  police 
claiming  $14,000  in  property  had  been 
stolen  from  his  home.  Listed  among  the 
stolen  items  were  a  washing  machine, 
clothes  dryer,  sleigh  bed  and  dresser.  "In 


businessmen  who  were  going  to  make 
good  on  a  dream,"  says  Paul  T.  Walton, 
assistant  prosecutor  for  Oakland  County, 
Mich.  "The  dream  was  a  nightmare,  at 
least  for  one  of  them." 

At  some  point,  the  detectives  sur- 
mised, Mykolaitis  decided  he  could  pocket 
the  whole  $600,000  if  the  death  wasn't 
faked.  While  the  detectives  had  amassed 
plenty  of  circumstantial  evidence,  they 
had  no  physical  evidence  connecting 
Mykolaitis  to  the  murder.  But  Mykolaitis 
tripped  up  with  the  civil  case  against 
State  Farm.  In  a  deposition,  he  gave  an 
account  of  his  whereabouts  the  night  of 
the  crime  that  conflicted  with  what  he'd 
told  the  police.  In  May  a  criminal  jury 
found  him  guilty  of  second-degree  mur- 
der and  firearms  violations.  He's  back 
behind  bars,  serving  a  sentence  of  55  to 
100  years.  Oddly,  he  wasn't  charged  with 
insurance  fraud.  F 
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The  Connecticut 

Oil  Baron 


Bill  Macaulay  led  the 
private  equity  rush 
into  the  energy 
business.  Good  timing 

By  Nathan  Vardi 


w 


ILLIAM  MACAULAY,  OIL 
man,  works  in  Green 
wich,  Conn.,  not  Texas,  sc 
it  is  fitting  that  the  big 
game  trophies  hanging 
on  his  wall  are  not  stuffed  heads  but  photos 
You  see  lions  and  gorillas  in  the  Rwandar 
mist.  His  prize  shot  is  the  first  known  pic- 
ture of  a  juvenile  Pels  fishing  owl,  which  he 
captured  in  a  thick  Gabon  jungle  on  a  dis- 
posable camera.  "I  like  bird-watching,"  says 
the  soft-spoken  Macaulay,  61.  "Its  quiet." 

The  oil  business,  by  contrast,  is  not 
First  Reserve,  Macaulays  low-profile  pri- 
vate equity  firm,  couldn't  help  making 
waves  in  August  when  it  finished  raising 
$7.8  billion  for  the  largest  ever  energy- 
focused  buyout  fund,  enough,  with  lever- 
age, to  buy  assets  worth  $25  billion.  Foi 
years  Macaulay  had  the  energy  buyoul 
business  largely  to  himself.  Now  everyone 
is  piling  on;  through  mid-August  buyoul 
firms  slapped  together  $33  billion  oi 
energy- related  deals,  says  Dealogic,  com- 
pared with  $17  billion  for  all  of  last  year.  (A 
big  chunk  of  the  2006  total:  the  $15  billion 
management-led  purchase  of  pipeline 
operator  Kinder  Morgan.) 

Macaulay  is  a  little  coy  about  his 
returns,  net  of  his  fees — 1.3%  of  assets,  plus 
a  20%  cut  of  profits.  But,  according  to  the 
California  State  Teachers'  Retirement  Sys- 
tem, which  has  invested  in  each  of  his  five 
buyout  funds  since  1992,  they've  returned 
26%  a  year  (through  Mar.  30).  The  jump  in 
oil  prices  and  cheap  debt  boosted  recent 
performance:  Macaulays  last  fund,  which 
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closed  in  2004  with  $2.3  billion,  has 
returned  85%  a  year  through  March. 

First  Reserve  avoids  certain  energy  hot 
spots,  like  Russia,  where  opportunities  are 
fraught  with  political  peril.  Macaulay 
doesn't  like  the  rush  to  buy  utility  plants 
either,  convinced  that  some  make  sense 
only  if  energy  prices  go  up  forever.  And, 
with  just  65  people  in  his  firm,  he's 
unlikely  to  chase  small  buyouts,  which 
once  proved  so  successful  for  him  in  the 
past.  "I  can't  do  anything  less  than  a  $100 
million  equity  check,"  he  says. 

Instead  Macaulay  looks  for  the  roads 
not  taken,  the  overlooked  problem  or  the 
unwanted  asset  he  can  profitably  exploit. 
He  plans,  for  example,  to  dedicate  60%  of 
his  new  fund  to  energy  infrastructure, 
certain  that  decades  of  neglect  and  under- 
investment will  cause  oil  and  gas  compa- 
nies to  work  off  their  cash  piles  fixing 
things  up.  "We  stopped  spending  money 
on  stuff,  whether  drilling  rigs  or  refineries 
or  terminals  or  pipelines,"  he  says.  "In  the 
U.S.  and  Europe  you  get  large  drilling  rigs 
that  are  25  years  old,  and  in  China  and 
India  the  issue  isn't  that  the  infrastructure 
is  old;  it  does  not  exist."  Opportunities  are 
out  there,  from  national  oil  companies  that 
need  help  increasing  production  to  inter- 
national petro  giants  looking  to  do  busi- 
ness in  the  U.S. 

Born  in  the  Bronx  borough  of  New 
York  City,  Macaulay  spent  "rough  days"  at 
DeWitt  Clinton  High  School,  afflicted  by 
overcrowding  and  ethnic  tensions.  He  stud- 
ied economics  at  City  College  of  New  York 
(to  which  he  just  made  the  largest  ever 
donation,  $30  million)  and  got  an  M.B.A. 
from  Wharton.  He  learned  investing  during 
a  decade  at  Oppenheimer  &  Co.,  under  the 
late  Wall  Street  wizard  Leon  Levy.  When 
coal  prices  are  rising,  Levy  taught  him,  buy 
coal-shipping  railroads.  Macaulay  worked 
several  jobs — among  others,  as  energy  ana- 
lyst for  Oppenheimer's  mutual  funds— 
before  going  out  on  his  own. 

Tougher  than  it  looked.  Macaulay 
cofounded  a  multi-industry  buyout  shop 
in  the  mid-1980s,  with  the  idea  of  invest- 
ing in  anything  from  apparel  to  pipelines. 
His  fourth  acquisition  was  for  $1— a  70% 
share  of  First  Reserve,  a  failing  investment 
manager  that  mostly  lent  cash  to  small  oil 
and  gas  companies.  Macaulay  stepped  in 


as  chief  executive  and  persuaded  investors 
who  had  sunk  $100  million  into  one  fund 
to' allow  him  to  liquidate  the  portfolio  for 
$13  million. 

In  1992,  the  year  First  Reserve 
launched  its  first  buyout  fund,  Macaulay 
found  himself  in  a  Texas  courtroom  over 
one  of  his  investments.  He  was  being 
sued  for  deceptive  practices  by  Houston 
Monarch,  a  small  oilfield  services  outfit 
that  had  tried  to  buy  Baker  Hughes' 
McMurry  Oil  Tools  unit  and  use  First 
Reserve  as  a  lender.  Monarch  claimed  that 
Macaulay  &  Co.  had  deliberately  delayed 
the  financing  to  let  the  deal  lapse,  then 
snatched  McMurry  for  itself.  A  jury 
ordered  Macaulay  s  firm  to  pay  $163  mil- 


By  the  Numbers 


Powering  Up 

Energy  is  still  the  place  to  be  for  LBO  funds. 

94%  Increase  in  value  of  private- 
equity-backed  energy  deals  so  far  this 
year,  compared  with  the  total  in  2005. 

$7.5  billion 

Combined  revenues  of  energy 
companies  controlled  by  First  Reserve. 

3  billion  tons 

The  total  coal  reserves  booked  by 
First  Reserve  companies. 

Sources:  Dealogic;  First  Reserve. 


lion.  (The  case  was  later  settled  for  an 
undisclosed  sum.) 

A  favorite  m.o.  is  to  use  small  assets  in 
fragmented  businesses  to  bag  bigger  game. 
For  example,  in  1996  Macaulay  invested 
$10  million  in  the  $180  million  acquisition 
of  National  Oilwell,  a  sleepy  drilling  equip- 
ment producer  owned  jointly  by  USX  Corp. 
and  Armco.  Macaulay  listed  the  company 
on  the  NYSE,  raising  $72  million  to  pay  off 
some  acquisition  debt,  then  pushed 
National  Oilwell  through  19  mergers,  turn- 
ing it  into  the  nation's  largest  manufacturer 
of  its  kind.  First  Reserve  cashed  out  its 
last  share  in  2001,  reaping  a  cumulative 
$240  million  gain. 

First  Reserves  worst-performing  buy- 


out fund  ($244  million  raised  in  1996)  stil 
managed  an  annual  afterfee  gain  of  9.7% 
says  the  California  teachers  fund.  One  of  it 
missteps:  a  $50  million  investment  for 
54%  stake  in  Anker  Coal,  a  West  Virgin! 
producer  of  coal  used  to  make  steel  anc 
generate  electricity.  First,  Macaulay  s  partne 
on  the  deal,  Anker  Chief  Executive  Johi 
Faltis,  died  in  a  helicopter  crash;  then  metal 
lurgical-coal  prices  collapsed.  Anker  file< 
for  bankruptcy  in  2002,  wiping  out  Firsi 
Reserves  investment. 

But  coal  has  lately  been  a  winner.  Ir 
late  2002  Macaulay  noticed  that  prices 
were  hanging  low  instead  of  following 
the  jump  in  natural  gas  prices,  as  they 
normally  do.  Taking  advantage  of  the 
anomaly,  he  invested  $240  mil 
lion  in  four  coal  companies  with 
assets  in  Virginia,  West  Virginia 
and  Kentucky.  When  coal  prices1 
surged  in  2004,  Macaulay  moved 
quickly  to  take  the  companies; 
public.  When  it  finished  exiting 
in  January  2006,  First  Reserve's 
buyout  funds  had  reaped  a  com 
bined  gain  of  $1.3  billion. 

Dresser-Rand,  the  nation's 
largest  maker  of  gas  compressors 
and  turbines  for  the  oil  patch,  was 
languishing  in  the  hands  of  Inger- 
soll-Rand,  the  industrial  machin 
ery  giant  that  had  little  interest  in 
hydrocarbons.  After  Macaulay  got 
word  at  a  dinner  that  Dresser 

  Rand  might  be  turning  around 

he  approached  Ingersoll-Rand 
with  a  deal  to  get  the  unit  off  its 
books  without  taking  a  writedown.  In 
October  2004  First  Reserve  put  $430  mil 
lion  into  the  $1.2  billion  purchase;  Inger 
soli-Rand  recorded  a  $283  million  aftertax 
gain  on  the  sale.  As  oil  production  and 
prices  heated  up,  demand  for  compressors 
and  turbines  jumped.  First  Reserve  floated 
the  company  on  the  NYSE  last  year 
recouped  $1.1  billion  from  dividends  and 
stock  sales  and  still  holds  a  stake  worth  a 
recent  $540  million. 

Now  for  something  bold.  Macaulay's 
latest  fund  is  putting  up  $500  million,  with 
an  equal  amount  from  oil-rig  operators 
Nabors  Industries,  in  a  joint  venture  to 
explore  for  oil  around  the  world.  It's  the 
biggest  such  collaboration  ever.  F 
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Ahead  of  the  threat 


NE  OF  ASIA'S  BIGGEST  BUYOUTS  STARTED  IN  HI 
smallest  country,  Singapore,  and  ended  in  May  ill 
Toronto.  Along  the  way  Colony  Capital,  the  Lol 
,    Angeles  financier,  bought  a  Southeast  Asian  landl 
mark  and  then  joined  forces  with  Prince  Alwalee«l 
Bin  Talal  Alsaud,  the  world's  eighth-richest  man,  to  create  th* 
world's  largest  ultraswank  hotel  group:  Fairmont  Raffles.  It  boast 
25,000  well -decorated  suites  with  marble-clad  baths — 6,500  moril 
than  its  closest  competitor,  Ritz-Carlton. 

It  all  started  with  Operation  Rhino,  short  for  "Raffles  Hold  \ 
ing,"  explains  Grant  Kelley,  Asian  head  of  Colony  Capital.  Kelleyl 
42,  an  Australian  with  a  knack  for  numbers  and  a  boy-next-doo: 


Recolonizing  Raffles 


How  Colony  Capital  and  a  Saudi 
prince  are  putting  a  famous 
Asian  name  on  luxury  hotels 
around  the  world  By  Deborah  Orr 

charm,  spent  six  months  getting  to  know  everything  he  could 
know  about  Raffles  before  he  sat  down  at  the  negotiating  table. 
"I  knew  it  would  take  something  extraordinary  to  convince  the 
Singapore  government  to  sell  Raffles  to  us,"  he  said. 

The  flagship  Raffles  Hotel  (built  in  1887)  is  more  than  a  hotel; 
it's  a  piece  of  history,  with  its  palm-filled  courtyard,  its  Long  Bar 
(where  the  Singapore  Sling  was  invented  by  a  Chinese  barman 
catering  to  his  lady  customers)  and  its  103  colonial -style  suites, 
some  named  for  their  former  occupants:  Somerset  Maugham, 
Rudyard  Kipling  and  Joseph  Conrad. 

Kelley  won  the  bid  with  the  promise  to  retain  the  Raffles 
splendor  and  an  offering  price  of  $1  billion,  a  very  rich  19  times 
earnings  for  the  hotel  and  the  40  other  properties  that  came  with 
it.  Colony  pulled  this  off  with  hardly  a  political  ripple  at  a  time 
when  most  private  equity  funds  are  finding  a  cold  welcome  for 
the  billions  of  dollars  they  have  piled  up  to  invest  in  Asia.  More 
than  $13.5  billion  was  raised  for  Asia  by  international  leveraged 
buyout  funds  last  year,  but  not  much  has  been  put  to  work.  It 
seems  that  Asian  companies  don't  need  the  money — or  national- 
istic suspicions  get  in  the  way. 

Lonestar  and  Newbridge,  two  big  American  funds  that 
turned  around  busted  banks  at  the  invitation  of  Seoul,  are  facing 
the  wrath  of  the  South  Korean  public,  who  don't  want  to  see  for- 
eigners pocketing  any  profits  off  their  misery.  Texas  Pacific 
Group,  the  Fort  Worth,  Tex.  buyout  fund,  was  handed  its  head 
after  bidding  for  assets  of  PCCW,  Hong  Kong's  main  telephone 
company.  The  deal  caused  an  uproar  in  Beijing,  which  didn't 
want  to  see  a  strategic  business  owned  by  foreigners. 

In  this  environment,  Colony  stands  out  as  a  quiet  player  that 
has  bagged  a  number  of  complex  deals  in  Asia.  Says  Thomas  J.  Bar- 
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rack  Jr.,  the  founder  and  majority  owner  of  Colony  (and  a  member 
of  The  Forbes  400):  "We  have  to  be  jungle  hunters  who  can  find, 
stalk  and  hunt  one  elephant  at  a  time  and  drag  it  out." 

Barrack,  who  helped  manage  the  oil  wealth  of  Robert  Bass, 
started  Colony  in  1991  to  buy  loans  from  busted  thrifts.  In  Asia's 
financial  crisis  he  saw  the  same  kind  of  opportunity,  especially  in 
South  Korea,  where  most  of  the  creditors  were  solid  companies  that 
had  suffered  a  "macro  moment."  Barrack  was  invited  by  Seoul  to 
help  clean  up  the  bad  debt. 

"They  thought  we  were  carpetbagging  alchemists,  garbage  col- 
lectors," he  recalls.  "They  wanted  us  to  take  this  stuff  around  the 
corner  and  turn  it  into  gold."  But  even  back  then,  "We  knew  enough 
to  know  that  we  didn't  know."  That's  when  he  met  Kelley,  who  was 
working  for  Bain  &  Co.  as  a  consultant  to  Colony  sorting  through 
piles  of  bad  corporate  debt  in  1998.  In  Kelley  he  saw  someone  with 
stamina.  Negotiations  often  entailed  heavy  drinking  in  the  evenings, 
"a  Korean  form  of  male  bonding,"  says  Barrack.  Kelley — with  a  cul- 
tural sixth  sense  and  a  strong  liver — was  a  natural. 

Kelley  and  his  team  bought  bad  loans  from  the  South  Korean 
government  in  a  50-50  joint  venture  with  Kamco,  the  agency  es- 
tablished by  Seoul  to  clean  up  overextended  banks.  Every  penny 
Colony  made  was  shared  with  the  Korean  government,  something 


"They  thought  we  were  carpetbagging 
alchemists,  garbage  collectors." 


appreciation."  Raffles  needed  more  scale  in  order  to  offer  what 
many  travelers  expect,  such  as  efficient  online  booking,  reward 
programs  and  discounts  to  travel  groups. 

Even  so,  no  one  imagined  that  the  Singapore  government 
(the  largest  holder  of  CapitaLand)  would  allow  the  sale  of  the 
hotel,  a  protected  landmark.  CapitaLand  decided  to  put  the  hotel 
on  the  block  very  quietly  at  the  end  of  2004.  Colony  enlisted  its 
global  network  to  visit  all  41  Raffles  hotels,  including  the 
L'Ermitage  in  Beverly  Hills  and  Le  Royal  in  Phnom  Penh  and 
dozens  of  Swissotels  (midmarket  properties  acquired  in  2001), 
in  16  countries.  Colony  agreed  to  retain  all  the  hotel's  employees. 

When  the  news  broke  that  Raffles  was  not  only  being  sold 
but  being  sold  to  an  American  fund,  Colony  deflected  ill  will  by 
asking  Chua  to  remain  as  chairman  of  the  Singapore  Raffles  and 
voice  of  the  deal.  "No  one  cares  about  this  hotel  more  than  I  do," 
says  Chua.  "Everyone  knew  that  if  it  was  all  right  with  me,  it  must 
be  all  right." 

Colony  saw  the  same  kind  of  opportunity  with  Canada's  Fair- 
mont Hotels  &  Resorts.  The  rising  Canadian  dollar  has  been 
keeping  tourists  away  from  its  hotels.  Carl  Icahn  launched  an 
attack  on  Fairmont  in  December,  and  by  January  other  buyers 
were  sniffing  around.  Kelley  was  surfing  in  Hawaii  with  Barrack 

when  they  got  a  call  to  come  to 
Toronto — pronto.  Kelley  left  with 
only  a  sweater,  "and  it's  bloody  cold 
in  Toronto  in  January,"  he  adds. 
Prince  Alwaleed,  a  member  of  the 


that  seems  to  have  saved  Colony  from  the  backlash  against  other 
foreign  private  equity  firms. 

In  2002  Kelley's  liver  needed  a  rest,  and  he  was  transferred  to 
New  York,  where  he  worked  with  Barrack  on  the  flashier  deals 
that  Colony  has  turned  into  an  art  form.  He  helped  negotiate 
buying  four  luxury  hotels  from  the  Agar  Khan,  including  the 
$3,000-a-night  Costa  Smeralda  in  Sardinia.  In  2004  the  head  of 
Colony's  Asian  business  was  caught  out  on  a  bit  of  resume- 
padding.  Kelley  was  shipped  back  to  Asia  to  take  his  place. 

It  was  clear  the  old  game  wouldn't  work.  There  were  no  more 
bad  debts  in  need  of  alchemy,  and  no  one  in  Asia  wanted  private 
equity  firms  competing  with  domestic  companies  and  banks.  But 
there  was  property.  After  Sept.  1 1 ,  200 1  there  were  lots  of  empty 
hotel  rooms  and  depressed  share  prices.  In  Asia,  where  most  of 
the  growth  should  have  been,  the  Bali  bombing,  SARS  and  fears  of 
an  avian  flu  epidemic  kept  tourists  away.  Room  occupancies  fell 
below  60%  in  much  of  Asia,  leading  to  price  wars.  Shareholders 
in  CapitaLand,  the  publicly  listed  holding  company  with  a  60% 
stake  in  Raffles,  wanted  to  see  better  returns.  Jennie  Chua,  the 
chief  executive  of  Raffles  Holdings,  also  a  listed  company  (with 
Christopher  Forbes,  vice  chairman  of  this  magazine's  owner,  as  a 
director),  was  feeling  the  pressure. 

"Investors  were  looking  at  very  slow  single-digit  returns,"  says 
Chua,  sipping  tea  in  a  glass  conference  room  to  the  side  of  the 
hotel's  white-columned  lobby.  "Everyone  was  focused  on  quar- 
terly results,  not  looking  at  the  balance  sheet  and  potential  asset 


Saudi  royal  family,  owned  5%  of  Fair- 
mont's publicly  traded  shares  and  was 
interested  in  owning  a  controlling  stake.  When  he  heard  that  Colony 
was  also  looking,  he  requested  a  meeting  through  his  private  banker, 
Michael  R.  Jensen,  who  is  now  Fairmont  Raffles  chairman. 

"It  was  a  cold  call,  but  we  reached  an  agreement  to  be  part- 
ners within  an  hour,"  Jensen  says.  The  prince  teamed  up  with 
Colony  to  take  Fairmont  private  with  an  all-cash  offer  of 
$3.9  billion.  Fairmont's  87  hotels,  among  which  is  London's 
Savoy,  were  combined  in  May  with  33  Raffles  and  Swissotels. 
Altogether,  investors  paid  $5.5  billion  for  Fairmont  Raffles. 

The  two  brands  will  be  managed  separately,  but  some  Fair- 
mont hotels  (cozier  properties  with  fewer  than  100  rooms)  will 
be  rechristened  Raffles,  and  some  Raffles  hotels  (those  with  more 
than  100  rooms,  except  the  original)  will  be  rechristened  Fair- 
mont. The  Raffles  flag,  meantime,  will  extend  to  Beijing  this 
year  and  Dubai  the  next. 

The  buyers  are  now  commencing  the  process  of  extracting 
the  cash  they  put  in.  The  company  will  sell  much  of  the  real 
estate  and  run  the  hotels  under  management  contracts. 
Eventually,  Fairmont  Raffles  will  become  a  listed  management 
company.  Prince  Alwaleed  is  in  no  hurry  to  cash  out,  but  Colony 
needs  to  keep  its  pension  fund  investors  happy. 

"Tom  warned  me  that  one  of  the  hardest  things  about  this 
business  is  falling  in  love  with  your  asset,"  says  Kelley.  As  he  walks 
through  Raffles,  greeting  every  porter,  waiter  and  concierge  by 
name,  it's  clear  that  the  hotel  is  his  second  home.  But  in  private 
equity  nothing  is  meant  to  last  forever.  F 
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Makers  Breakers 
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Old  King  Coal 


Here's  an  ancient  company  losing  money:  down 
$1  million  in  the  years  first  two  quarters,  compared 
to  $4.8  million  in  2005s  first  half.  Headquartered  in 
Pittsburgh,  Koppers  Holdings  (18,  KOP)  has  been 
around  since  1912,  when  it  built  ovens  for  the  steel 
industry.  Koppers,  which  today  makes  coal  by-products,  went 
public  in  January;  the  stock  hasn't  done  much  since. 

Helping  hold  down  the  stock  is  the  company's  recent  filing  of 
a  $200  million  shelf  registration  for  new  stock  and  debt.  The  sus- 
picion is  that  the  buyout  firm  that  controlled  the  smokestack 
company,  Saratoga  Partners,  was  looking  to  leverage  it  up  and 
extract  a  tasty  dividend.  Good  for  Saratoga  (now  with  a  25% 
stake),  bad  for  Koppers. 

But  Chris  L.  Shaw,  a  UBS  analyst,  believes  management  won't 
take  securities  off  the  shelf  anytime  soon.  More  important,  Shaw 
reasons,  business  is  looking  up  for  Koppers.  In  the  first  half  the 
company  recorded  a  12%  increase  in  sales,  to  $562  million. 

One  big  seller:  the  coal-derived  carbon  material  that  is  used 
in  the  smelting  of  aluminum,  which  in  turn  is  in  strong  demand 
in  the  airplane  and  construction  industries.  Another  home  run 
for  the  company  is  railroad  ties,  which  Koppers  sells  because  they 
are  coated  with  another  coal  product  called  creosote  to  resist  rot- 


ting. Railroads  are  enjoying  a  freight-hauling  bonanza,  which 
enables  them  to  boost  capital  spending. 

Okay,  what  will  happen  if  the  economy  falls,  cutting  into  con- 
struction and  railroad  freight?  UBS'  Shaw  believes  Koppers  will 
be  in  fine  shape,  since  it  has  locked  in  long-term  contracts  and 
has  a  history  of  stable  growth  in  past  downturns.  Meanwhile,  it 
pays  a  nice  4%  dividend.  — Larry  Light 


Heavy  Lifting 


Stock  price 


Home  building  stocks  have  tanked,  down 
a  third  over  the  past  year,  but  commercial 
construction  is  still  strong.  That's  manna 
for  heavy  crane  and 
excavator  manufacturer 
Manitowoc  (45,  mtw). 
Towering  Manitowoc 
cranes  are  found  around 
the  globe,  whether  lift- 
ing parts  of  a  collapsing 
wall  at  the  Chernobyl 
nuclear  power  plant  or 
constructing  a  large 
dam  in  Vietnam. 

For  2006's  first  half  sales  were  up  25% 
to  $1.37  billion  and  earnings  up  135%  to 
$71.9  million,  driven  by  both  new  equip- 
ment sales  (the  U.S.  crane  market  is  in  a 
replacement  cycle)  and  rentals.  The  com- 
pany reports  a  $  1 . 1  billion  backlog  for  lift- 
ing equipment  used  in  highway  and 
energy  infrastructure  projects.  Surging 


demand  for  crawler  cranes,  which  are  the 
mobile  ones  with  tanklike  treads,  is  a  big 
plus:  They're  the  most  profitable  type,  says 
Robert  McCarthy,  a  Robert  W.  Baird  & 
Co.  analyst. 

Cranes  make  up  three-quarters  of 
the  business,  but  Manitowoc  also  bene- 
fits from  its  food  service  segment  (ice 
machines,  commercial  refrigerators), 
which  services  the  healthy  restaurant 
and  hotel  industries.  Its  three  shipyards 
recently  landed  a  $600  million  project 
from  the  U.S.  Coast  Guard  for  250  vessels. 
Manitowoc's  prospects  outweigh  its  rich 
trailing  price/earnings  multiple  of  25. 
That  lies  in  between  competitor  Hitachi's 
58  and  Terex's  15.        — Tatiana  Serafin 

Overdrawn 

The  apocalypse  has  not  come  to  bank 
stocks,  at  least  not  yet.  Months  ago  fears  of 
a  housing  bust  and  rampant  loan  delin- 
quencies, plus  rising  interest  rates,  hurt 
them,  but  thus  far  things  seem  to  be  going 


reasonably  well.  So  when  Comerica  (58, 

CMA)  reported  higher-than-expected  sec- 
ond-quarter earnings,  its  shares  had  a  nice 
hike.  Enjoy  that  while  you  can. 

The  fact  remains 
that  earnings  still  are 
down  in  the  first  half: 
off  5%  to  $394  million. 
R.  Scott  Siefers,  manag- 
ing director  at  Sandler 
O'Neill  &  Partners,  is 
concerned  that  loan  growth  is  outpacing 
core  deposit  growth. 

In  addition,  the  earnings  surprise 
news  masks  a  jump  in  Comerica's  nonper- 
forming  loans.  If  interest  rates  start  mov- 
ing higher  than  their  current  plateau,  this 
situation  could  get  worse. 

The  Detroit  bank  is  pushing  beyond 
its  Rust  Belt  home  to  open  branches  in 
Florida,  Texas  and  California.  But  since 
it  must  pay  more  for  deposits,  margins 
won't  benefit.  At  a  12  P/E  it  is  in  line  with 
peers.  But  we  say  short  the  stock.  — T.S. 
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Aetna's  Breast  Health 
Ethnic  Disparity  Initiative 


By  Jason  Forsythe 


Reducing  racial  and  ethnic  disparities  in  health  care  is  a  company-wide  goal  at  Aetna.  Our  Breast 
Health  Ethnic  Disparity  Initiative  reaches  out  to  women  age  40  and  over  who  have  identified 
themselves  to  us  as  African  American  or  Latina  and  have  not  had  a  mammogram  according  to 
guidelines  from  the  American  Cancer  Society. 


African  American  women  with  breast  cancer  are  67%  more  likely  to 
iie  from  the  disease  than  their  white  counterparts  and  are  more  likely  to 
3e  diagnosed  with  later-stage  disease  than  white  women.1  Additionally, 
vhite  women  are  more  likely  than  members  of  other  ethnic  groups  to 
mdergo  regular  mammography  screenings  every  year  or  two.2 

Through  letters  or  outreach  calls  from  bilingual  nurses,  our  Breast 
-lealth  Ethnic  Disparity  Initiative 
ddresses  members'  individual  risk 
"actors  and  barriers  to  obtaining  a 
nammogram.  Aetna  combines  claims 
lata  with  self-reported  race  and 
thnicity  data  to  identify  members 
br  outreach.  A  2005  internal  analysis 
if  the  program  showed  a  significant 
ncrease  in  mammography  rates  for 
African  American  and  Latina  women. 

A  study  by  the  National  Cancer 
nstitute  that  was  published  in  Tlw 
Slat'  England  Journal  of  Medicine  last  fall 
ttributed  the  rapidly  declining  death 
ate  from  breast  cancer  —  which 
dropped  24%  from  1990  to  2000  — 
o  both  increasingly  sophisticated 
nammograms,  which  detect  cancers 
arly,  and  to  powerful  new  drugs 
hat  attack  the  tumors  more  effec- 
ively.  The  study  concluded  that 
8%  to  65%  of  the  sharp  decrease 

vas  due  to  more  sophisticated  mammography  tests  —  with  the 
emainder  of  the  decline  due  to  more  effective  drug  therapies. 

■or  more  information,  visit  Aetna  online  at  www.aetna.com 

Afrit, in  Americans  More  Likely  to  Die  from  Breast  Cancer"; Journal  Cancer. Volume  88.  No.  1, 
merican  Cancer  Society  [article  onbne|.  Available  at  www.cancer.org.  Accessed  July  2006. 
Sinith-Umdman.  R  .  Migliorctti,  D.,  et  al.  "Does  Utilization  of  Screening  Mammography  Explain 
.acial  and  Ethnic  Differences  in  Breast  Cancer?";  Annals  of  Internal  Medicine,  Apr  2006;  144:  541-553. 


According  to  the  study,  more  than  80%  of  American  women  age  40 
have  had  at  least  one  mammogram.  As  recently  as  1985,  only  20%  of 
that  same  group  had  mammograms. To  many  experts,  the  report  settled 
the  debate  about  the  effectiveness  of  more  sophisticated  mammograms 
in  the  fight  against  breast  cancer. 

Today,  the  standard  treatment  for  breast  cancer  is  chemotherapy 

coupled  with  hormonal  therapy 
medication  that  blocks  the  effects 
of  estrogen,  a  hormone  that  can 
fuel  breast  cancer  tumors. 

However,  not  all  of  the  200,000 
women  who  are  diagnosed  with 
breast  cancer  may  be  candidates  for 
chemotherapy  in  the  future.  New 
research  suggests  that  chemotherapy 
might  only  be  effective  for  the 
30%  of  women  whose  breast  cancer 
is  not  fueled  by  estrogen.  A  major 
two-year  study  by  the  National 
Cancer  Institute  to  determine 
which  breast  cancer  victims  can 
safely  avoid  chemotherapy  is  now 
under  way. 

The  key  to  cancer  prevention  and 
successful  treatment  is  attentive  care. 
Aetna  understands  there  is  a  disparity 
in  this  care,  and  through  the  Breast 
Health  Ethnic  Disparity  Initiative, 
we  are  trying  to  ensure  that  every  woman  has  a  jump  start  on 
healthy  living. 


We  want  you  to  know" 


KAetna 


Portfolio  Strategy  i  Kenneth  L  Fisher 


FEAR  WILL  FADE 


READERS  DIDN'T  MUCH  BELIEVE  ME  LAST  MONTH 
when  I  said  the  Republicans  wouldn't  lose  Congress 
in  November.  If  I'm  right  and  these  skeptics  are 
wrong,  fears  of  a  big  political  fallout  will  fade — 
which  is  bullish — and  you  should  buy  now  before 
the  fear  fades.  No  surprise  that  readers  have  this  view,  since  the 
media  are  close  to  unanimous  in  decreeing  that  the  probability 
of  a  Democratic  victory  is  high. 

But  in  a  national  election,  structure  trumps  popularity. 
Structure  means  things  like  which  seats  don't  have  an  incumbent 
running,  which  party  has  more  Senate  seats  up  for  reelection, 
which  party  has  more  money  in  the  bank.  These  factors  count 
more  than  the  fact  that  George  Bush  is  unpopular.  I  predict  that 
the  GOP  will  lose  seats  but  not  enough  seats  to  lose  either  house 
of  Congress. 

What  if  I'm  wrong?  There  are  only  three  possibilities.  One  is 
that  the  Democrats  win  one  house  but  not  both.  Another  is  they 
win  both  houses  but  with  weak  majorities.  The  third  is  a  Demo- 
cratic landslide. 

With  the  first  two,  the  outcome  is  gridlock,  the  mirror  image 
of  what  we  had  in  the  late  1990s,  when  Republicans  had  Con- 
gress and  Bill  Clinton  was  President.  The  market  loves  gridlock. 
Nothing  gets  done.  That  is,  we  have  no  tax  or  regulatory 
upheavals. 

For  structural  reasons,  I  believe  there  is  zero  chance  the 
Democrats  will  win  by  an  amount  greater  than  gridlock — by 
enough,  in  other  words,  to  override  a  Bush  veto.  There  just  aren't 
that  many  iffy  seats.  Not  even  close. 

Still,  suppose  I'm  wrong.  Look  ahead.  We  are  only  three 
months  away  from  the  third  year  of  George  Bush's  term.  In  the 
entire  history  of  the  S&P  500  there  have  been  only  two  negative 
third  years  of  any  President's  term.  They  were  both  long  ago:  in 
1931,  in  the  midst  of  the  1929-32  crash,  and  in  1939,  as  we 
entered  World  War  II.  Both  very  weird  and  unusual  times. 

AH  other  third  years  were  double-digit  positive,  except  sin- 
gle-digit positives  in  1947  and  1987.  The  average  return  in  third 
years  is  20%.  In  fact,  there  have  been  only  five  negative  S&P  500 
years  in  the  back  half  of  presidential  terms.  Market  risk  is  highest 


in  the  front  half  of  Presidents'  terms,  which  is  historically  when 
most  attempts  at  redistributive  legislation  have  occurred.  Once 
the  midterms  are  over,  it  gets  better.  It  will  be  no  different  in 
2007.  If  the  S&P  500  is  up,  the  world  market  will  be,  too.  Good 
times  are  close  at  hand.  The  time  to  buy  is  now,  before  the  per- 
ception of  political  risk  fades. 

Germany's  SGL  Carbon  (6,  SGG)  has  fallen  33%  since  May  and 
has  yet  to  recover  as  it  supplies  primarily  the  hard-hit  steel  and 
semiconductor  industries  with  carbon  and  graphite  products, 
which  include  electrodes,  laboratory  components  and  furnace 
linings.  If  the  economy  doesn't  roll  over,  SGL  Carbon  is  too  strong 
not  to  bounce  back.  It  sells  at  80%  of  sales  and  15  times 
2007  earnings. 

The  Chinese  stock  market  fell  in  2003,  2004  and 
2005.  China  Netcom  Group  (36,  CN)  didn't  suffer  that 
fate  and  in  fact  was  in  public  hands  only  for  the  third  of 
those  years.  Still,  in  that  back- 
drop you  can  buy  it  at  only 
one  times  revenue,  seven 
times  trailing  earnings  and 
three  times  cash  flow  (in  the 
sense  of  net  income  plus 
depreciation). 

With  $10  billion  in  rev- 
enue and  120  million  voice 
customers  and  13  million 
broadband  customers  in  ten 
northern  provinces,  it  is  one 
of  China's  biggest  telecom 
firms  and  will  move  up  smartly  when  the  Chinese  market 
recovers. 

Switzerland's  Adecco  (15,  ADO)  is  one  of  the  worlds  biggest 
temporary- staffing  firms.  It  has  4  million  workers  on  call  in  6,600 
offices  in  70  countries.  It  is  the  number  one  or  two  player  in  most 
of  the  largest  markets.  The  company  is  an  economic  hedge, 
because  the  more  firms  fear  a  slowdown,  the  more  they  shift  to 
temp  workers.  Adecco  sells  at  half  of  annual  revenue  and  17 
times  2006  earnings. 

First  Horizon  National  (39,  FHN)  is  the  biggest  Tennessee  bank 
and  limps  along  in  40  other  states,  with  its  prime  strength  in  the 
South.  The  stock,  which  was  $47  two  years  ago,  has  been  hit 
recently  by  sagging  mortgage  spreads  and  the  settlement  of  a 
class  lawsuit  tied  to  loan  fees.  At  12  times  decreased  2007  earn- 
ings and  8  times  what  a  reasonable  management  could  earn,  it  is 
eminently  affordable.  Don't  be  put  off  by  the  board's  feeble 
attempt  at  a  poison  pill.  While  you  wait  for  a  takeover  bid,  you 
get  a  4.6%  dividend  yield. 

Britain's  Tomkins  (18,  TKS)  is  worth  more  dead  than  alive. 
Break  apart  the  divisions  selling  building  products,  consumer 
products,  fluid  control  systems  and  auto  equipment  and  you  get 
$40  a  share.  P/E,  1 1;  yield,  4.5%.  F 


Don't  worry 
about  Congress. 
The  average 
return  for  the 
third  year  of  a 
presidential 
term  is  20%. 


I  Forbes 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based  money 
manager.  Visit  his  home  page  at  www.forbes.com/fisher. 
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ON  OCTOBER  15th  WE  ALL  STAND  TOGETHER. 


Six  years  ago,  189  world  leaders  sat  down  and  agreed  to  end  poverty  and  achieve  the  Millennium  Development  Goals  by  201 5. 
On  October  15,  people  across  the  world  will  stand  up  to  remind  them  of  their  promise.  So  our  leaders  know  we  expect 
them  to  deliver.  Join  us  as  we  set  the  Guinness  World  Record  for  the  most  people  standing  up  against  poverty. Together  we 
can  end  poverty.  To  stand  up  with  us  for  the  Millennium  Development  Goals  go  to  www.millenniumcampaign.org 


&  Millennium  Campaign 


Wear  the  white  band  the  symbol  of 
the  global  fight  against  poverty 


Stand  Up  is  part  of  the  Global  Call  to  Action  Against  Poverty  month  of  mobilization  around  the  International  Day  of  Poverty  Eradication    Photo  Guzman 


The  Contrarian  i  David  Dreman 


SEA  CHANGE 


SINCE  THE  END  OF  2002  THE  SMALL-  AND  MIDCAP 
indexes  have  been  the  place  to  be.  From  Dec.  31, 2002 
to  the  middle  of  this  September,  the  Russell  2000 
small-cap  index  is  up  an  annualized  20.4%  and  the 
Russell  midcap  index  is  ahead  21%,  which  handily 
bests  the  13.5%-a-year  performance  of  the  S&P  500  (all  sizable 
stocks)  and  the  14.3%  on  the  Russell  1000  large-cap  index. 

Is  the  fact  that  small  companies  have  been  hot  a  reason  to 
buy  them  now?  No,  just  the  reverse.  You  should  sell  shares  of 
small  and  medium-size  companies.  Put  the  proceeds  into  the 
shares  of  big  companies. 

Currently  the  Russell  2000  index  of  small  stocks  is  trading 
at  34  times  trailing  earnings.  The  Russell  midcap  index  will 
cost  you  a  multiple  of  25  of  its  earnings.  You  can  get  a  much 
better  buy  on  the  big-company  S&P  500,  at  17  times  earnings. 
If  anything,  smaller  companies  should  trade  at  a  price/earnings 
discount  to  their  larger  kinfolk.  That's  because  the  balance 
sheets  of  smaller  companies  are  typically  weaker  than  those  of 
big  companies  and  their  shares  more  volatile  and  less  liquid.  So 
investors  should  demand  higher  returns  from  smaller  compa- 
nies. That  usually  translates  into  lower  multiples. 

Stocks  indexes  can  be  trendy.  Since  for  the  past  several 
years  the  small  companies  have  been  outperforming  the  big 
ones,  it's  about  time  for  the  cycle  to  reverse  itself. 

Look  at  the  performance  of  these  various  indexes  over  time. 
In  the  1960s  and  early  1970s  large-cap  stocks  dominated.  In  the 
two-tier  market  from  1970  to  early  1973  the  Nifty  50,  as  the  50 
big-cap  favorites  were  known,  had  outstanding  showings,  while 
small  and  midcaps  floundered. 

Then  in  the  late  1970s  and  early  1980s  small  and  midsize 
issues  were  the  rage,  smartly  outpacing  the  large  stocks.  A  new 
fund  group,  Dimensional  Fund  Advisors,  founded  in  1981, 
configured  a  quantitative  fund  that  they  were  confident  would 
eclipse  large  caps  over  time.  In  their  founder's  words:  "We  have 
a  tie-in  to  Mecca." 

Unfortunately,  their  results,  at  least  initially, 
were  less  than  divine.  Sure  enough,  small  caps 
went  on  to  fade  for  a  decade.  However,  just  as 


the  pronouncement  was  made  in  the  mid-1990s  that  the  days 
of  smaller-stock  outperformance  had  gone  the  way  of  the 
pterodactyl,  they  recovered  and  gave  their  happy  investors  siz- 
zling appreciation  to  the  end  of  the  decade. 

After  all,  the  market  returns  to  realistic  valuations  over 
time.  When  any  of  these  groups  become  cheap,  they  bounce 
back  and  outperform — and  are  not  content  merely  to  catch  up 
to  the  reigning  favorites  but,  driven  by  momentum,  move  to 
overly  lofty  levels  for  a  while.  And  that's  the  danger  point,  the 
time  to  think  of  shifting  out  and  taking  profits  before  the 
inevitable  descent.  We  are  near  that  point  today,  with  the  large 
caps  again  likely  to  trounce  their  smaller  brethren. 

Investors  should  follow  up  by  buying  strong  large-cap 
stocks  with  good  earnings  outlooks  and  growing  yields.  They 
are  cheap.  Particularly  cheap  are  the  energy  producers.  It  stands 
to  reason  that  earnings  comparisons  will  start  looking  unfavor- 
able, what  with  oil  off  from  its 


Smaller  stocks 
have  been  all 
the  rage  for 
some  time.  But 
the  market  is 
trendy.  Ifs  the 
eve  of  a  large- 
cap  rebound. 


$77  high  to  a  recent  $60.  But 
even  allowing  for  that,  oil 
companies  are  too  cheap. 
ConocoPhillips  (58,  COP),  the 

nation's  third-largest  oil  com- 
pany, has  dropped  19%  since  its 
April  high,  although  earnings  for 
this  year  should  be  up  11% 
from  2005.  Moreover,  the  debt 
from  its  $36  billion  takeover  of 
Burlington  Resources  (com- 
pleted in  March)  already  has 
been  reduced  substantially  by  the 
acquirer's  enormous  cash  flow. 
Debt  is  now  down  to  23%  of  its  capital  structure.  ConocoPhillips 
goes  for  5.4  times  trailing  earnings  (and  5.2  times  next  year's  fore- 
cast). It  yields  2.5%. 

Devon  Energy  (62,  DVN)  is  an  explorer.  Along  with  Chevron 
it  has  just  hit  an  elephantine  oil  pool  in  the  Gulf  of  Mexico.  It 
will  be  years  before  this  discovery  flows  to  the  bottom  line, 
but  that's  a  payoff  worth  waiting  for.  May  your  grandchildren 
get  rich  on  the  dividends.  The  stock  trades  at  eight  times  trail- 
ing earnings  and  yields  0.7%. 

Valero  (49,  VLO)  is  the  nation's  largest  oil  refiner  not 
attached  to  a  petroleum  producer.  Refinery  margins  are  down 
as  oil  prices  have  dropped,  but  given  the  strong  demand  for 
gasoline  over  time,  the  softened  prices  are  likely  to  be  very 
temporary. 

Beyond  that,  the  company  has  large  capacity  to  crack  high- 
sulfur  crude,  which  will  make  up  an  increasing  share  of  oil 
supplies  as  sweet  crude  gets  harder  to  find.  The  refining  mar- 
gins on  this  sour  crude  are  substantially  higher  than  on  sweet, 
which  should  result  in  higher  profitability  ahead.  Valero  trades 
at  six  times  trailing  earnings  and  yields  0.7%.  F 


I  Forbes 


David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J. 
His  latest  book  is  Contrarian  Investment  Strategies:  The  Next  Generation. 
Visit  his  home  page  at  www.forbes.com/dreman. 
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□  American  Diagnostic  Centers 
www.americandiagnosticcenters.com 
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www.ResourcesGlobal.com 
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Global  companies  have  teams  everywhere. 
To  help  them  share  ideas,  Xerox  multifunction  systems 
and  software  put  everyone  on  the  same  playing  field. 
There's  a  new  way  to  look  at  it. 


Running  a  global  company  requires  secure  worldwide 
information  sharing.  Luckily,  Xerox  has  a  solution  for 
everyone  on  your  team.  Using  Xerox  multifunction 
systems  and  Xerox  DocuShare®  software,  documents 
can  be  securely  scanned  to  the  Web.  This  way  people 
throughout  your  global  network  can  share  them.  This 


keeps  documents  current,  can  eliminate  warehousin 
needs  by  70%  and  can  reduce  order  fulfillment  time  I: 
80%.  Whatever  Xerox  WorkCentre®  multifunction  syster 
you  choose,  you'll  reduce  costs  by  printing,  copying 
scanning  and  faxing  from  one  convenient  network  device 
Now  that's  a  game  plan.  To  learn  more,  contact  us  toda* 


  XEROX 

xerox.com/office/tc  im  j  Technology  |  Document  Management  |  Consulting  Services 

1-800-ASK-XEROX  ext.  753 

©  2005  Xerox  Corporation  All  rights  reserved  XEROX"  WorkCentre* DocuShare*  and  There's  a  new  way  to  look  at  it*  are  trademarks  of  Xerox  Corporation  in  the  United  States  and/or  other  countries.   I 


^■HE  GOVERNMENT  OF  SUNNY  SARDINIA  PUT  A  CHILL 
in  the  air  earlier  this  year  by  declaring  a  sumptuary  tax  on  visit- 
ing yachts  according  to  size.  The  biggest  will  get  hit  for  $19,000 
|  just  for  tying  up  at  one  of  the  Mediterranean  islands  marinas. 
Despite  fierce  criticism — Bill  Gates  reportedly  canceled  a  visit 
on  a  414-foot  yacht  borrowed  from  Microsoft  cofounder  Paul 
II  Allen — Sardinia's  government  is  holding  firm  on  the  levy.  Other 
j  popular  destinations  might  get  the  same  idea.  New  strategies  are 
j  in  order.  How  about  anchoring  offshore  and  speeding  in  on  a 
I  smaller  motorboat  that  slips  in  under  the  levy's  46-foot  threshold? 

That's  the  concept  behind  Wally  Island,  the  latest  design  from 
|  Wally  Yachts  founder  Luca  Bassani,  who  revolutionized  luxury 
yachts  with  a  new  generation  of  carbon-fiber,  highly  mechanized 


sailboats  that  have  developed  a  cult  following  among  Europe's 
rich  (FORBES,  Feb.  27). 

Bassani's  designs  are  never  tame,  and  the  325-foot  Wally  Island 
won't  remind  anyone  of  a  standard  luxury  cruiser.  Bassani  mod- 
eled it  on  an  oil  tanker,  a  shape,  he  says,  he  finds  "quite  intriguing." 
Not  many  watercraft,  even  ones  the  size  of  Allen's  Octopus,  sport  a 
grove  of  palm  trees  or  possibly  a  par- three  golf  hole  on  the  deck. 
Bassani  says  he  came  up  with  the  idea  of  a  floating  island  after 
examining  other  megayachts  and  finding  them  lacking. 

"At  a  certain  point  you  realize,  on  all  the  other  yachts  you  see 
around,  you're  missing  your  piece  of  land,"  Bassani  says,  "where 
you  can  work,  do  some  sport  and  you  can  move." 

Those  palm  trees  have  to  be  rooted  in  dirt,  at  least  200  tons  of 
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it  by  his  calculations.  But  any  instability  caused  by  having  all  that 
topsoil  stored  20  feet  above  the  waterline  is  counteracted  by  the 
198,000  gallons  of  diesel  fuel  in  the  hold.  That's  $360,000  of  fuel, 
enough  to  go  three  years  between  fill-ups. 

Cruising  speed  is  just  18  knots,  versus  60  for  Bassarfi's  prior 
novelty,  the  118-foot  Wally  Power,  but  that's  still  enough  to  get 
you  from  Marbella  to  Tangiers  overnight.  Inside  the  three-story 
deckhouse  near  the  stern,  Bassani  figures,  there  will  be  a  2,100- 
square-foot  owner's  cabin  plus  six  big  guest  suites,  each  with  sit- 
ting room,  bedroom  and  bath.  That  fits  the  trend."If  you  look  at 
the  marketing  for  a  35-foot  boat,  they  tell  you  how  many  people 
it  will  sleep,"  says  Mark  Masciarotte  of  DSG  Associates,  a  Vancou- 
ver, Wash,  yacht  consultant.  "With  these  big  boats  it  is  exactly  the 
reverse:  In  a  250-  to  300-footer,  you  might  have  just  five  cabins." 
Plus  accommodations  for  the  help,  of  course. 

The  entire  center  of  the  yacht  is  a  massive  open  "saloon,"  with 
a  20-foot  ceiling  and  about  as  much  floor  area  as  a  suburban 
McMansion.  The  yacht  also  sports  a  library  and  cinema,  plus 
enough  deck  space  at  the  stern  to  store  a  pair  of  45-foot  motor 
launches  and  an  armor-plated  Chevy  Suburban  or  two. 

Bassani  says  he's  now  getting  bids  from  shipbuilders  in 
Croatia  and  China  for  the  Wally  Island,  which  he  figures  ought  to 
cost  no  more  than  $45  million.  Supposedly  that's  a  steal;  Italian 
and  Dutch  builders  are  charging  the  same  amount  for  dinky 
180-footers. 

He's  shopping  the  concept  with  his  clients.  The  guiding 
philosophy  is  to  build  a  yacht  that  transcends  not  just  genres  but 
also  harbors  (with  their  pesky  tax  collectors). 

"Personally  I  find  it  a  bit  silly  to  have  such  a  big  boat  and 
drive  it  into  the  harbor,"  says  Bassani,  whose  past  yachts  have 
been  designed  for  maximum  curb  appeal.  "If  you  have  the 
money  to  buy  this  big  boat,  why  do  you  have  to  go  into  harbor 
and  have  everybody  look  at  you?"  F 


Converted  from  a  warship,  Christina  was  the  biggest  yacht  of  1961. 


.4J 


Industrial  Strength 

True  enough,  Wally  Island's  design  is  modeled  on  an 
oil  tanker's.  But  why  content  oneself  with  half  measures? 
Why  not  just  buy  an  oil  tanker,  then  retrofit  it  as  a 
pleasure  craft? 

Don't  scoff.  Yachtsmen  have  been  converting  industrial  and 
military  vessels  into  cruisers  ever  since  (and  probably  before) 
Aristotle  Onassis  in  1954  spent  what  was  reported  as  $4  million 
to  convert  the  Canadian  Navy  corvette,  the  H.M.C.S.  Stormont, 
into  the  yacht  Christina. 

Mark  Masciarotte  of  DSG  Associates  says  some  lovers 
of  heavy  metal  are  even  converting  oceangoing  100-foot 
industrial  tugs,  an  idea  he  calls  "a  loser,"  since  the  hull  is  by 
far  the  cheapest  part  of  any  yacht.  "It's  everything  else  that 
goes  into  it  that's  expensive." 

But  for  persons  who  must  persevere,  herewith  some  num- 
bers: According  to  TradeWinds,  a  shipping  magazine  published 
in  Norway,  a  15-year-old,  5,000-gross-ton  cargo  ship  (larger  than 
Wally  Island)  sold  in  July  for  $4.7  million.  A  brand  new  freighter 
twice  Watty's  size  will  run  you,  say,  $15  million.  Figure  on  spend- 
ing a  multiple  of  the  purchase  price  for  the  conversion.  In  the 
case  of  bulk  carriers,  add  $1  million  more  to  remove  stray  odors 
of  naphtha  or  urea.  — D.F. 


BURGLAR  BEWARE 

Some  home  security  systems  do 
everything  but  clap  a  miscreant 
in  cuffs.  By  Lacey  Rose 


I  N  THE  GOOD  OLD  DAYS— IF  YOU  WERE  A  BURGLAR— ALL  YOU 
I  had  to  worry  about  was  setting  off  an  alarm.  Somewhere  on 
I  the  property  or  at  a  distant  station,  a  bell  rang— plenty  of  time 
H  for  you  still  to  grab  some  goodies,  raid  the  fridge,  use  the 
bathroom  and  be  on  your  way  before  the  rent-a-cops  arrived. 

New  systems,  however,  do  more  than  cry  for  help.  They  take  the 
battle  to  the  enemy,  trapping  him  and  blinding  him  with  tear  gas. 
Al  V.  Corbi,  president  of  SAFE  (Strategically  Armored  &  Fortified 
Environments)  of  Los  Angeles,  says -the  most  elaborate  systems  start 
at  $1  million.  For  that  you  get  a  tear  gas  canister  system  originally 
designed  for  prisons,  as  well  as  bullet-blocking  doors  and  hidden 
cameras  (to  record  the  intruders  malfeasance).  Corbi  calls  such  a 
setup  '"the  ultimate  spare  tire":  "You  hope  you  never  need  it.  But 
would  you  really  want  to  go  down  the  road  without  it?" 

Worried  that  kids  will  vandalize  your  house  this  Halloween? 
Get  the  jump  on  them  and  gas  them  first.  (Kidding.) 

For  photos  of  a  SAFE  system  and  six  less  appalling  ways  of 
keeping  property  safe,  visit  www.forbes.com/extra.  F 
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"Your  call  is  important  to  us. .  .please  hold. . . " 

Why  Force  Your  Customers  to  Hold? 


Even  the  best  call  centers  have  hold  times.  Customers  forced 
to  hold  for  service  get  frustrated  and  switch  to  competitors. 
Now,  you  can  empower  your  customers  to  never  hold  again. 
Virtual  Mold  lias  been  taking  customers  off  hold  tor  the  biggest 
companies  in  America  for  ten  years.  Respect  your  customers, 
take  them  oft  hold  with  Virtual  Hold. 

Empower  Your  Customers 
and  Cut  Your  Costs 

No  hold  times  equals  happy  customers  plus  lower  costs.  Our 
clients  calculate  that  Virtual  Hold  pays  for  itself  from  hard 
cash  savings  in  less  than  six  months,  some  much  faster. 

The  Dirty  Little  Call  Center  Secret 

When  management  reviews  reports  from  the  call  center,  they 
look  at  averages.  The  reports  show  that  80%  of  calls  are  being 
answered  in  an  average  of  two  minutes. 
Were  the  other  20%  forced  to  hold  for 
20  minutes.7  Did  your  customer  then  tell 
friends  about  your  "service"  and  switch 
to  your  competitor.7  It  happens  more  than 
you  think. . . 


Case  Study  #107  -  Atmos  Energy 

Atmos  Energy,  the  nation's  largest  gas  utility,  installed  Virtu.il 
Hold  in  2001.  A  Purdue  University  study  documented  these 
benefits  from  Virtual  Hold: 

+  Hold  Times  Down  82% 

+  Cost  Per  Call  Dropped  39% 

+  Avg.  Call  Duration  Decreased  by  38  Sees. 

+  17  Fewer  Agents  Handled  10%  More  Calls 

+  VHT  Investment  Repaid  in  101  Days 

+  Customer  Satisfaction  Increased  Dramatically 

Client  References,  Big  and  Small 

Millions  ot  callers  enjoy  Virtual  Hold  every  day.  The  results  are 
amazing.  Call  us  to  learn  why  some  of  our  clients  have  utilized 
Virtual  Hold  for  over  ten  yeats.  Why  isn't  your  company  a  client? 


Customer  Service  on  Your 
Customer's  Schedule! 


Flexible  Solution 

The  patented  Virtual  Hold  software 
quickly  integrates  into  any  existing  call 
center  technology.  There's  no  disruption 
to  the  call  center  and  no  agent  training. 
Virtual  Hold  can  serve  one  small  center 
or  respect  all  your  callers  with  zero  hold 
times  globally.  It  compliments  your 
existing  or  future  switch,  ACD,  IVR  or 
CRM  solution  and  benefits  both  in-house 
and  outsourced  centers. 


"Vent  Time"  Wastes  Time 

Your  PC  is  on  the  blink  and  you  hold  for  23  minutes.  It  feels  like 
six  hours.  When  the  phone  is  finally  answered,  you  ask  "What 
took  so  long.7"  The  weary  agent  apologizes  for  the  wait.  This 
takes  place  millions  ot  times  per  day  and  wastes  about  25  seconds 
per  call.  In  a  center  with  1 00  agents  each  handling  1 00  calls 
per  day,  vent  time  wastes  over  68  man  hours  every  single 
day!  TO  REPLACE  THIS  WASTED  68  HOURS  YOU  ARE 
FORCED  TO  HIRE  9  ADDITIONAL  AGENTS!  NO  HOLD 
TIMES,  NO  VENTING. 

Reduce  Churn,  Win  Awards, 
Get  More  Customers 

Invest  a  tiny  fraction  of  your  marketing  budget  to  retain  the 
customers  you  lose  daily  by  forcing  them  to  hold  tor  service. 
We  even  have  a  "no  holding"  solution  for  contacts  from 
your  website! 


In  periods  of  extended  hold  times, 
Virtual  Hold  automatically  offers  callers 
the  option  to  hang  up  and  receive  a 
return  call  in  die  exact  amount  of  time 
as  if  they  had  held.  Or,  if  the  callers 
prefer  they  can  choose  to  receive  a 
return  call  at  any  number  and  time  they 
designate.  Customer  service  is  then  on 
the  customer's  schedule,  not  yours. 
The  customers  are  thrilled  and  your  call 
center  nins  more  profitably.  Here's  why. . . 


"The  customers  are  satisfied,  and  if  the 
customer  is  liappier  then  your  likelihood  of 
making  a  sale  is  greatly  increased."  —IBM 

"There  are  three  primary  lienefits  to  Virtual 
Hold.  First,  better  custoiner  experience. 
Second,  reduced  abandonment  rate  which 
results  in  an  increase  in  sales.  Tliird,  you 
save  the  telecommunication  costs.  So  it's 
a  win  cm  all  three  counts." 

-Home  Shopping  Network 

"In  additum  to  die  customer  satisfactiori 
benefit,  Virtual  Hold  allows  our  contact 
centers  to  maximize  resource  utilization 
and  improve  efficiency."  -T-Mobi!e 


"Tlie  customers  drink  it  is  great.  Customers 
are  less  angry  when  tliey  get  called  back  because  they  are  not  having 
to  wait."  -Cox  Communications 

Performance  Guaranteed! 

Install  Virtual  Hold  this  month.  See  your  customer  service  levels 
skyrocket  and  costs  go  down.  It  you  are  not  100%  delighted, 
we'll  take  it  out.  It  costs  you  nothing  to  try  Virtual  Hold! 

Hear  What  Your  Customers 
Would  Rather  Hear.  Call: 

1  -877-2  TEST  VHT 

(877-283-7884) 

/^VIRTUAL  HOLD® 

LiTECHNOLOGY 

8445  Freeport  Parkway,  Suite  200  •  Dallas,  Texas  75063 

877-95-4  INFO  (4636) 
www.virtualhold.net 


Our  virtual  queuing  solution  is  completely  unique.  Nothing  else  is  even  close. 
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THOUGHTS 


On  the  Business  of  Life 


ne  way  to  maximize  one  good  from  oil's  present  price  plunge  is  to  slap  on — right  away — 
a  per-barrel  import  fee  of  no  less  than  10  bucks  a  barrel.  Not  just  $5  to  equal  the  immediate 
price  decline,  but  at  least  a  $10  fee  on  imported  barrels.  Not  only  would  that  cover  some 


probable  near-future  price  erosion,  but,  of  far  greater  significance,  it  would  preserve  the  incentive  to  keep  drilling 
for  new  domestic  oil  sources.  And  maybe  make  us  more  hesitant  to  abandon  all  of  the  many  well-along 
undertakings  to  develop  alternative  energy  sources.  — MALCOLM  S.  FORBES  (1983) 


Oil  prices  have  fallen  lately.  We  include 
this  news  for  the  benefit  of  gas  stations, 
which  otherwise  wouldn't  learn  of  it  for 
six  months. 

—BILL  TAMMEUS 

Formula  for  success:  Rise  early,  work  hard, 
strike  oil. 

—J.  PAUL  GETTY 


As  we  head  to  war  with  Iraq,  President 
Bush  wants  to  make  one  thing  clear:  This 
war  is  not  about  oil,  it's  about  gasoline. 

— JAY  LENO 

Let  me  tell  you  something  that  we  Israelis 
have  against  Moses.  He  took  us  40  years 
through  the  desert  in  order  to  bring  us 
to  the  one  spot  in  the  Middle  East 
that  has  no  oil! 

— GOLDA  MEIR 

Oil  is  seldom  found  where  it  is  most 
needed,  and  seldom  most  needed  where 
it  is  found. 

—L.E.J.  BROUWER 

Smell  that!  That's  gasoline  you  smell  in 
there.  You  can't  buy  any  perfume  in  the 
world  that  smells  as  sweet. 

—WILLIAM  K.  WHITFORD 

The  oil  can  is  mightier  than  the  sword. 

—EVERETT  DIRKSEN 


a 


Oilfield  prayer:  Lord,  let  there  be  one  more 
Boom.  And  don't  let  us  screw  it  up. 

—SIGN  IN  TEXAS  DINER 


LA.  has  its  own  smell.  One  I've  always 
liked  very  much:  flowers,  heat  and 
freshness,  with  a  vinaigrette  dressing 
of  gasoline  over  the  top. 

—JONATHAN  CARROLL 

It  puzzles  me  how  they  know  what  corners 
are  good  for  filling  stations.  Just  how  did 
they  know  gas  and  oil  was  under  there? 

—DIZZY  DEAN 


Instead  of  begging  OPEC  to  drop 

its  oil  prices,  let's  use  American  leadership 

and  ingenuity  to  solve  our  own  energy 

problems. 

—PETE  DOMENICI 


The  rest  of  the  world  is  sweeping 
past  us.  The  oil  and  gas  of  the  Texas 
future  is  the  well-educated  mind. 
But  we  are  still  worried  about 
whether  Midland  can  beat  Odessa 
at  football. 

—MARK  WHITE 


People  really  feel,  when  they  go  to  the 
gas  pump  now,  that  the  oil  cartel  is 
holding  them  by  the  legs  and  tipping 
them  upside  down  and  shaking  money 
out  of  their  pockets. 

—  ED  MARKEY 


I've  done  made  a  deal  with  the  devil. 
He  said  he's  going  to  give  me 
an  air-conditioned  place  when 
I  go  down  there,  if  I  go  there,  so 
I  won't  put  all  the  fires  out. 

—RED  ADAIR 

Oil  friendships  are  very  slippery. 

— CALOUSTE  GULBENKIAN 

A  Text ...  

And  whosoever  shall  compel  thee 
to  go  a  mile,  go  with  him  twain. 

—MATTHEW  5:41 

Sent  in  byA.C.  Carlson,  New  Hope,  Minn. 
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On  his  way  to  work, 
Brian  started  to  think 
about  how  changing 
applications  could 
dramatically  speed 
up  product  design. 

Right  after  that,  a 
server  overheated 
and  he  spent  the  day 
shopping  for  fans. 

Set  IT  free 


\P  BladeSystem  Enclosure  with  BL460c  and  BL480c  server  blades 


Dual  Core  is  a  new  technology  designed  to  improve  performance  of  multithreaded  software  products  and  hardware-aware  multitasking  operating  systems  and  may  require  appropriate  operating  system  software  for  full 
benefit;  check  with  software  provider  to  deter;    s  suitability;  not  all  customers  or  software  applications  will  necessarily  benefit  from  use  of  this  technology.  Intel's  numbering  is  not  a  measurement  of  higher  performance. 

1  Based  on  internal  HP  testing  of  similarly  con   ureo  rack  and  blade  servers  running  identical  tests. 
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Xeon 

inside 

Dual-core. 
Do  more. 


Introducing  the  HP  BladeSystem  c-Class,  powered  by  the  Dual-Core  Intel®  Xeon®  Processor.  Give  your  IT 
department  the  freedom  to  spend  less  time  on  day-to-day  operations  so  they  can  focus  more  time  on 
pursuing  innovations  for  the  company.  The  new  HP  BladeSystem  comes  equipped  with  features  like  Thermal 
Logic  Technology,  which  manages  power  and  cooling  without  sacrificing  performance,  so  your  company  can 
deliver  power  savings  of  up  to  40  percent  or  more  versus  rack-mount  servers1 .  And  money  saved  is  money  that 
can  be  reinvested  into  more  innovations  for  your  company.  Just  imagine  the  possibilities  when  you  set  IT  free. 


Call  1-866-356-6091 
Tfree5  or  contact  your  local  reseller  to 
5  BladeSystem  can  help  your  business. 
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Medical  Gremlins 

THERE'S  A  BEAST  THAT  HAUNTS  THE  CORRIDORS  OF  HOSPITALS, 
clinics  and  HMOs.  It  warps  the  thinking  of  patients  and  doctors; 
it  wastes  money  and  makes  people  sicker.  This  animal  is  the 
Perverse  Incentive. 

A  patient  whose  insurance  covers  hospital  visits  but  not 
doctor  visits  has  an  incentive  to  take  trivial  problems  to  the  emer- 
gency room.  Since  employer-paid  health  insurance  is  exempt 
from  income  tax,  there's  an  incentive  for  these  plans  to  cover 
things  like  sunglasses  and  marital  counseling. 
Stingy  Medicare  fees  give  doctors  a  warped 
incentive  to  overmedicate  and  overtreat; 
they  drag  the  patient  in  for  a  second  visit 
when  a  phone  call  would  suffice. 

In  her  story  on  Amgen  (see  p.  126), 
Kerry  Dolan  describes  how  manufactur- 
ers of  lifesaving  (and  insanely  expensive) 
anti-anemia  drugs  were  perversely  moti- 
vated to  compete  not  by  cutting  prices  but 
by  paying  "rebates"  to  the  doctors  who 
decided  which  drug  to  use.  Bribes,  one 
doctor  calls  them.  The  cash  took  the  form 
of  markups  that  doctors  could  collect  on 
drugs  they  dispensed.  Congress  tried  to 
reform  this  process  by  shrinking  the  markup. 
Result:  Some  clinics  lose  money  dispensing  the 
drugs.  Now  another  Perverse  Incentive  has  crept  out  of  the 
woodwork.  These  clinics  ship  patients  off  to  the  hospital  for  the 
anti-anemia  hormones,  squandering  resources  in  the  process. 

Perverse  Incentives  run  loose  through  Medicare  and  Medic- 
aid, says  David  Gratzer,  M.D.,  a  fellow  at  the  Manhattan  Institute 
and  author  of  The  Cure:  How  Capitalism  Can  Save  American 
Health  Care.  Example:  Hospitals  get  paid  for  procedures,  not  for 
making  people  well,  so  they  have  an  incentive  to  cut  corners  in 
their  surgical  wards.  When  they  make  a  mistake,  they  collect 
more  money  for  a  second  operation  to  repair  the  damage  done  in 
the  first  one. 

Controlling  the  epidemic  of  Perverse  Incentives  will  mean 
giving  the  patient  a  bigger  economic  stake  in  efficient  health  care. 
Congress  has  taken  a  halfhearted  step  in  this  direction  by  per- 
mitting health  savings  accounts  that  reward  patients  for  spending 
medical  dollars  wisely.  A  real  reform,  though,  would  demand 
that  the  tax  system  stop  subsidizing  employer-paid  health  insur- 
ance that  goes  beyond  catastrophic  coverage,  and  it  would  mean 
redesigning  Medicare  so  that  it  looks  more  like  the  insurance 
we'd  have  in  an  unsubsidized  free  market.  Voters,  however,  don't 
want  their  tax  deductions  or  their  freebies  tampered  with.  In 
short,  the  politicians  have  a  perverse  incentive  to  do  nothing. 

EDITOR 
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RAM  REINSURANCE 
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NASDAQ 


AAA  PARTNERSHIP 


IT  ALL  ADDS  UP.  When  you  provide  financial  guaranty  reinsurance  that  covers  risks  worldwide, 
you  make  business  decisions  with  extreme  diligence  and  forethought.  So  it's  no  surprise 
that  when  RAM  Reinsurance,  a  Standard  &  Poor's  AAA-rated  reinsurer,  decided  to  go  public, 
they  chose  to  list  on  NASDAQ.  As  a  fully  electronic  market  dedicated  to  open  competition, 
transparency  and  faster  trade  execution,  NASDAQ  is  the  better  performing  market. 
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Readers  Say 

READERS@FORBES.COM 


Booming  From  the  Bust 

"Going  for  Broke"  (Oct.  16,  p.  48)  had  an  unfair  spin.  I've  been  a  bankruptcy 
attorney  for  nearly  13  years  and  have  helped  thousands  cope  with  some  of  the 
worst  perils  of  their  lives.  Many  of  the  275  companies  approved  by  the  Depart- 
ment of  Justice  to  offer  debtor  education  have  been  doing  this  for  years.  Far 
from  getting  rich,  we  operate  on  extremely  thin  margins. 

Recent  bankruptcy  law  reforms  missed  their  target.  Instead,  they  give  the 
lucrative  collection  industry  an  opportunity  to  convey  to  consumers  that 
bankruptcy  is  no  longer  an  option  and  that  they  cannot  qualify  under  the  new 
law.  Requiring  some  level  of  bankruptcy  education  was  a  step  in  the  right 
direction.  Your  story  conveys  the  premise  that  what's  now  provided  is  useless 
and  simply  an  opportunity  for  us  low-down  educators  to  "take  advantage"  of 

those  who  can  least  afford  it.  In  fact,  the 
ways  in  which  the  credit  card,  insurance  and 
collection  industries  take  advantage  of 
undereducated  consumers  should  be  the 
focus  of  your  attention. 

KEVIN  CHERN 
President 

Start  Fresh  Today  Instructional 
Chicago,  III. 


Air  of  Confidence 

As  a  parent  of  a  child  with  cystic  fibrosis, 
I  was  pleased  to  see  FORBES  tackle  this  sub- 
ject in  "Breathing  Easier"  (Sept.  18,  p.  79). 
It's  heartening  to  see  your  magazine  pro- 
file two  amazing  companies  working  on 
new  compounds  that  target  the  underly- 
ing cause  of  this  disease,  giving  us  hope 
for  the  future.  It's  also  inspiring  to  read 
about  the  research  of  Dr.  Richard  Boucher 
and  the  work  of  Robert  Beall,  chief  exec- 
utive of  the  Cystic  Fibrosis  Foundation, 
which  resulted  in  a  major  investment  in 
Vertex  Pharmaceuticals. 

MICHAEL  FRANKLIN 
Dresher,  Pa. 

These  Small  Fry  Sizzle 

In  "Mr.  Clean"  (Oct.  2,  p.  90)  you  note 
that  45%  of  the  American  Stock 
Exchange's  listed  companies  have 
dropped  in  value  this  year.  But  you 
didn't  point  out  that  the  small-cap  sec- 
tor, of  which  AMEX  listings  comprise  a 
meaningful  portion,  had  several  good 
years  in  a  row.  Of  course  Enron,  World- 
Com and  other  major  corporate  train 


wrecks  (not  AMEX  listings)  demon- 
strated that  large  companies  can  sponta- 
neously detonate,  too — and  with  far 
greater  economic  loss. 

THOMAS  J.  LUBY 
President 
Hampton  Partners 
Morristown,  N.J. 

The  Waffle  Truth 

"The  Turbulent  Times  of  Donald 
Trump"  (Oct.  9,  p.  58),  a  sidebar  to  our 
Trump  cover  story,  said  that  a  game 
show  called  Trump  Card  was  never 
broadcast;  in  fact  the  program  aired 
during  the  1990-91  TV  season.  In  "The 
Forbes  400"  (Oct.  9,  p.  80)  our  bio  on 
former  Nike  chief  executive  Philip 
Knight  stated  that  Knight  began  mak- 
ing shoes  by  molding  rubber  soles  with 
a  waffle  iron.  It  was  actually  Nike 
cofounder  Bill  Bowerman  who  used 
this  technique. 


I  Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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YOUR  LEGACY 


He's  got  your  laugh.  And  your  love  of  ice  cream.  So  why  not  make  sure  he  gets  everything  else  you  want  him  to  have? 
With  more  than  100  years  of  experience  in  the  personal  trust  business,  Northern  Trust  offers  a  breadth  and  depth  of 
knowledge  few  can  match.  You'll  find  our  expertise  second  to  none  when  it  comes  to  philanthropy,  asset  management 
and  sophisticated  wealth  transfer  strategies.  It's  your  legacy,  and  whether  it  lives  on  through  your  family,  community  or  favorite 
cause,  Northern  Trust  will  work  as  hard  to  preserve  it  as  you  did  to  create  it.  For  more  information,  call  800-468-2352 
or  visit  northerntrust.com. 
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Americans  spend  over  one  million  dollars 
on  energy  every  minute. 


So  who  has  the  power  to  change  that? 


it 
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Because  of  surging  economies  in  the  developing  world  and 
continued  growth  among  the  industrialized  nations,  global 
energy  use  is  climbing.  As  a  result,  supplies  are  tight.  Prices 
are  rising.  And  energy  users  are  calling  for  viable  alternatives. 

The  good  news  is  we've  got  a  huge  source  of  alternative  energy 
all  around  us.  It's  called  conservation,  and  it's  the  lowest  cost 
new  source  of  energy  we  have  at  hand.  A  reduction  of  just  5% 
of  global  energy  use  would  save  us  the  eguivalent  of  over 
10  million  barrels  of  oil  a  day.  Clearly,  saving  energy  is  like 
finding  it.  So  how  do  we  do  it? 

Incorporating  energy  efficient  technology  into  new  construction 
could  reduce  consumption  by  40%.  Governments  and 
businesses  must  reduce  their  own  energy  use  and  promote 
conservation  to  their  citizens  and  employees.  Further  improvements 
in  fuel  efficiency  will  play  a  crucial  role,  too.  And  the  average 
person  wields  incredible  power  when  it  comes  to  conserving 
energy,  from  driving  slower  to  switching  to  more  efficient 
home  appliances. 

Of  course,  not  only  does  using  less  energy  mean  there's  more 
fuel  to  go  around,  it  also  means  fewer  greenhouse  gas  emissions. 
The  fact  is,  if  everyone  began  conserving  today,  we'd  see 
results  immediately.  We've  taken  some  of  the  steps  needed  to 
get  started  but  we  need  your  help  to  get  the  rest  of  the  way. 


Fart  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


Capital  Idea 


BELEAGUERED  REPUBLICANS  SHOULD  CREATE  A  BADLY  NEEDED 
preelection  initiative  with  one  of  their  perennially  winning  issues, 
taxes:  They  should  index  capital  gains  to  inflation. 

This  was  a  big  issue  in  the  1980s  and  early  1990s.  Thanks  to  seem- 
ingly endemic  inflation,  when  investors  realized  gains  on  the  sale  of 
their  assets,  they  paid  effective  rates  that  were  considerably  higher 
than  the  statutory  rates.  Sometimes  the  real  tax  bite  exceeded  100%. 

But  inflation  subsided,  and  in  1997  the  nominal  capital  gains 
exaction  was  cut  from  28%  to  20%,  and  cut  again  in  2003  to  15%. 
However,  that  reduction,  as  well  as  others  in  the  2003  tax  bill,  ex- 
pires in  2010.  And,  to  make  matters  worse,  inflation  has  come  back 

Representatives  Mike  Pence  (R-Ind.)  and  Eric  Cantor 
(R-Va.)  have  introduced  legislation  that  would  tie  the  cost  basis 
of  an  asset  to  the  GDP  deflator.  Thus,  if  the  index  doubled  over 
ten  years,  so  would  the  tax  basis  of  this  asset:  A  share  bought 
today  for  $10  would  have  an  adjusted  cost  of  $20. 

If  this  feckless  Congress  doesn't  enact  Pence-Cantor  soon,  the 
White  House  should  be  bold  and  institute  indexing  by  executive 


order.  After  all,  it  was  a  Treasury  ruling,  not  congressional  legis- 
lation, that  in  1913  decreed  the  cost  basis  of  an  asset  would  be 
"historic"  rather  than  "real."  (That  was  not  an  unreasonable 
ruling  at  the  time,  given  that  the  dollar  was  fixed  to  gold.) 
Democrats  will  howl  and  the  issue  will  go  to  the  courts — but  the 
point  will  have  been  manifestly  made. 

Remember,  half  of  all  U.S.  households  today  have  a  stake  in 
the  stock  market.  The  investor  class  is  the  majority  class. 

While  Republicans  are  at  it,  they  should  quickly  enact 
another  reform,  this  one  concerning  mutual  funds. 

When  an  open-end  fund  realizes  a  capital  gain,  that  gain  is 
"passed  through"  to  fund  shareholders,  even  if  the  security  was 
bought  20  years  ago  and  an  investor  bought  into  the  fund  only  the 
week  before.  To  be  fair,  mutual  fund  investors  should  be  liable  for 
capital  gains  only  when  they  actually  sell  their  mutual  fund  shares. 
After  all,  this  is  what  happens  with  closed-end  funds:  Realized 
portfolio  gains  are  not  passed  through  to  shareholders.  Only  when 
the  shareholder  actually  sells  his  own  shares  is  there  a  taxable  event. 


Faso-nating 


NEW  YORK  REPUBLICAN  GUBERNATORIAL  CANDIDATE  JOHN  FASO 
has  an  uphill  battle  against  New  York  State  Attorney  General 
Eliot  Spitzer,  who  won  fame  by  portraying  himself  as  the  scourge 
of  evildoers  on  Wall  Street  and  in  corporate  boardrooms.  The 
fact  that  his  most  sensational  cases  are  unravel- 
ing hasn't  hurt  his  standings  in  the  polls. 

But  underdog  Faso  may  yet  be  able  to  turn 
what  pundits  regard  as  a  walkaway  election  into 
a  real  contest.  He  is  vigorously  proposing  some- 
thing utterly  alien  to  New  Yorkers:  tax  cuts.  Res- 
idents of  the  Empire  State  are  now  among  the 
most  put-upon  taxpayers  in  the  country.  Under 
the  current  tax  regime  a  married  couple  earning 
taxable  income  of  $40,000  a  year  pays  the  state's 
top  rate  of  6.85%;  a  single  person  gets  hit  with  the 
maximum  rate  at  a  mere  $20,000  a  year.  It's  no 
wonder  people  are  fleeing  the  state  and  upstate 
New  York  has  become  an  economic  wasteland. 

New  York's  spending  has  been  rising  rap- 
idly. The  biggest  outlays,  for  example,  are  for  Medicaid:  $46  bil- 
lion a  year;  New  York  spends  more  than  twice  as  much  per  capita 
as  the  national  average.  Put  another  way,  New  York's  Medicaid 
price  tag  is  more  than  that  of  Texas  and  Florida  combined.  And 
it's  not  as  if  New  York's  population  were  any  sicker  than  the  rest  of 
the  country's.  It's  fraud  and  politics,  pure  and  simple. 

Faso  is  advocating  a  25%  personal  income  tax  cut.  Married 
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couples  making  up  to  $50,000  a  year  would  pay  no  income  tax  at 
all.  Under  the  current  tax  code  a  couple  earning  $50,000  claiming 
the  standard  deduction  pays  $1,651  in  personal  income  taxes. 
The  top  personal  income  tax  rate  would  be  sliced  to  6.25%.  Faso 
would  also  eliminate  taxes  on  capital  gains  and 
dividends.  The  state's  death  tax  would  also  be 
laid  to  rest. 

The  GOP  candidate  is  also  proposing 
much-needed  business  tax  reductions.  The  top 
corporate  tax  rate  could  be  lopped  from  7.5% 
to  6.5%.  In  a  page  taken  from  the  flat-tax  book, 
Faso  wants  to  substitute  full  expensing  for  cap- 
ital expenditures — no  more  depreciation  sched- 
ules. And  he  would  eliminate  New  York's  invid- 
ious corporate  alternative  minimum  tax — New 
York  being  one  of  the  few  states  that  imposes 
this  administrative  nightmare  of  an  exaction. 

Faso  recognizes  that  as  the  economy  grows, 
more  businesses  are  created,  which  in  turn 
leads  to  more  tax  revenue.  "The  best  way  to  grow  tax  revenue  is 
to  grow  the  tax  base.  New  York's  high  taxes  are  having  just  the 
opposite  effect — they're  driving  homeowners,  residents  and  busi- 
nesses out  of  the  state."  Faso's  plan  is  designed  to  help  turn  New 
York's  economy  into  the  Empire  Tiger.  Instead  of  lagging  the 
country  economically,  New  York  could  actually  lead  it  again — for 
the  first  time  in  decades. 
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Fact  and  Comment 


Diet  Dictators 


NEW  YORK  CITY,  NEW  JERSEY  AND  POSSIBLY  CHICAGO,  ALONG 
with  others,  are  on  the  verge  of  virtually  banning  trans  fatty  acids 
(TFAs)  in  local  restaurants.  TFAs  are  used  in  french  fries,  dough- 
nuts, salad  dressings  and  other  foods.  They 
became  popular  in  the  late  1980s  because 
they  increased  shelf  life  and  were,  supposedly, 
a  healthier  alternative  to  traditional  choles- 
terol-raising saturated  fats,  such  as  beef  tallow. 

This  latest  crusade  by  Americas  ever-rest- 
less food  bullies  is,  as  usual,  overwrought. 
Dr.  Elizabeth  Whelan,  president  of  the  Amer- 
ican Council  on  Science  &  Health,  recently 
put  the  matter  into  proper  perspective  in  the 
New  York  Post:  "Claims  about  the  health  risks 
of  TFAs  are  grossly  exaggerated.  Cigarette 


smoking,  high  blood  pressure,  diabetes  and  obesity  all  contribute 
far  more  to  heart  disease  than  any  specific  dietary  ingredient."  Yet 
New  York's  fevered  food  fascists  are  calling  their  war  against  trans 
fats  the  biggest  thing  since  the  ban  on  smok- 
ing in  the  Big  Apples  nonresidential  buildings. 

What's  next?  A  ban  on  Twinkies?  Butter? 
Hot  dogs?  Cheeseburgers?  Ice  cream? 

Don't  laugh.  Brace  yourselves.  If  New 
York  et  al.  succeed  in  their  war  against  trans 
fats,  and  as  government  becomes  even  more 
involved  in  health  care,  prissy  New  York-style 
food  police  will  ramp  up  their  efforts  to  man- 
date how  we  live  and  how  we  eat  in  the  name 
of  containing  health  care  costs  and  saving  us 
from  ourselves. 


e-Bull-ient 


China  Star — by  Bartle  Bull  (Carroll  &  Graf,  $28).  Rip-roaring  adven 
ture,  vividly  drawn  characters,  exotic  locales  in  the  immediate  post 
World  War  I  era  provocatively,  hypnotically  brought  to 
life  are  trademarks  of  the  most  underrated,  little-heralded 
novelist  of  our  time.  Few  writers  of  fiction  or  nonfiction 
undertake  the  painstaking  research  that  Bull  does  in  cre- 
ating his  tantalizing  tales.  While  being  entertained,  you 
also  learn.  For  example,  one  setting  in  this  book  is  Cey- 
lon, now  called  Sri  Lanka,  a  major  tea-growing  region. 
While  the  drama  unfolds,  you  are  interestingly  briefed 
on  the  history  and  the  ins  and  outs  of  tea  and  tea  plan- 
tations. Tea,  for  instance,  is  not  harvested  once  or  twice 
a  year;  plants  are  plucked  continually  without  stopping. 

Bull's  books  are  filled  with  fascinating  facts  about 
the  times  in  which  they  are  set:  the  social  hierarchies, 
menus,  food  preparation,  the  way  characters  see  these  now-lost  worlds, 
how  they  comport  themselves,  how  they  travel.  The  reader's  edu- 
cation is  not  clumsily  layered  on;  it  flows  smoothly  and  effortlessly 
within  Bull's  stories.  Human  nature,  in  all  its  splendor,  crudity  and 


cruelty,  is  on  stark  display,  including  the  real  but  barely  imagina- 
ble ways  by  which  certain  types  of  people  dispose  of  their  enemies. 

China  Star  takes  up  where  Bull's  previous  master- 
piece, Shanghai  Station,  leaves  off.  Count  Alexander 
Karlov,  an  aristocrat  who  fled  revolutionary  Russia 
with  his  father,  is  being  pursued  by  a  particularly 
malignant  Cheka  agent,  Viktor  Polyak,  of  Russia's  new 
Bolshevik  regime.  Polyak  killed  Karlov's  parents  (the 
father  in  China)  and  abducted  and  repeatedly  raped 
his  twin  sister,  Katerina  (who  ends  up  bearing  Polyak's 
son).  Complicating  matters  is  the  fact  that  during 
her  captivity  Katerina  becomes  part  of  the  Cheka. 

The  story  unfolds  in  absorbing,  convincingly  re- 
created settings:  Paris  (including  its  notorious  sew- 
ers), Cairo,  Shanghai  and  Ceylon. 
Beware:  For  several  days  after  finishing  this  riveting  read,  you 
will  be  carefully  examining  your  food  and  drink  and  quizzically 
looking  at  people,  assuming  you  are  about  to  become  the  victim 
of  someone's  foul  play. 


RESTAURANTS:  GO,  ,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


%  Bouley— 120  West  Broadway,  at  Duane  St.  (Tel.:  212-964- 
2525).  Bouley  is  superb.  Its  two  rooms  are  equally  beautiful, 
exhibiting  an  upholstered  ambience  redolent  of  old  money. 
The  food  is  exquisite.  Try  the  scrumptious  tuna  tartare,  foie 
gras,  "oeufs  en  cocotte"  (egg  casserole  with  Serrano  ham)  and 
rack  of  lamb.  The  chocolate  souffle  is  out  of  this  world. 
»  Bar?a  18—225  Park  Ave.  South,  between  18th  and  19th 
streets  (Tel.:  212-533-2500).  This  spot  serves  up  wonderfully 
delicious  Spanish  fare.  Extraordinarily  good:  the  tapas,  espe- 
cially the  veggie  coca  and  the  spicy  fried  potatoes;  the  gazpa- 
cho;  and  for  a  main  course,  the  seared  tuna  and  the  paella 


negra  (flavored  with  squid  ink).  Desserts  are  yummy. 

•  Cafeteria— 1 19  Seventh  Ave.,  at  17th  St.  (Tel.:  212-414-1717). 
The  perfect  place  for  a  late-night  after-theater  meal.  The  lychee 
martini  here  sets  off  the  chicken  paillard  and  seared  tuna  to  a  tee. 

•  Spigolo— 1561  Second  Ave.,  at  81st  St.  (Tel.:  212-744-1100). 
This  eatery  is  a  little  gem.  With  fewer  than  a  dozen  tables  (out- 
door seating  doubles  that  in  warm  weather),  the  food  makes  it 
well  worth  the  trouble  of  getting  a  reservation.  Special  treats: 
shaved  celery  salad,  marinated  golden  beets  with  Gorgonzola  cros- 
tini  and  mache  salad,  fettuccine  with  fresh  peas  and  prosciutto, 
roasted  baby  chicken  and  grilled  salmon.  Spectacular  desserts.  F 
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Greater  control  built  in  to  your  desktop 


Intel*  vPrcT  technology  is  more  than  just  a  new  processor.  It's  an  integrated  set  of  new  technologies 
designed  to  work  together.  Your  ability  to  manage  your  entire  enterprise  is  built  in.  So  is  your  ability  to 
remotely  heal  PCs  even  when  powered  down.  Built  around  the  extraordinary  performance  of  the  new  Intel1 
Core~2  Duo  processor,  Intel  vPro  technology  adds  functionality  to  leading  network  management  software. 
To  download  the  Intel  vPro  technology  whitepaper,  go  to  intel.com/enterprrse. 


KosmoSleeperSeat 


Excellence  in  Relaxation 


Maximum  comfort  and  greater  privacy  from  seats  that  turn  into 
180°  flat  beds.  All  seats  are  also  equipped  with  a  personal  AVOD 
(Audio  &  VideoOn-Demand)  system,  offering  over  40  movies, 
60  short  programs,  and  more  than  200  full  length  music  CDs. 
Korean  Air.  Excellence  in  Flight. 


Excellence  in  Flight 

KSREAN  AIR  &) 


Other  Comments 


Don't  ask  what  the  world  needs.  Rather  ask — what  makes  you  come  alive? 
Then  go  and  do  it!  Because  what  the  world  needs  is. people  who  have  come  alive. 

—HOWARD  THURMAN 


Fundamentally  Flawed  A  United  Nations  that 

becomes,  thanks  to  globotaxes,  increasingly  independent  of  its 
member  states'  contributions  is  a  UN  that  will  become  even  more 
unaccountable,  non-transparent  and,  in  all  likelihood,  even 
more  corrupt  and  virulently  anti-American.  Such  an  organiza- 
tion will  inevitably  also  seek  to  sap  this  country's  sovereignty  as  it 
strives  to  build  a  supranational  government  attuned  to  the  senti- 
ments of  its  so-called  "non-aligned"  majority  that  is  increasingly 
brazen  in  its  hostility  towards  the  United  States. 

Legislation  is  pending  in  Congress  that  would  block  UN  tax- 
ation of  Americans  without  representation.  Our  forefathers 
fought  a  revolution  to  prevent  just  such  an  infringement  on  our 
sovereignty  and  rights.  We  must  resist  the  present  danger  no  less 
vociferously. 

— Center  for  Security  Policy 

Gypping  the  Poor  The  myth  lives  on:  Bush's  tax  cuts 
boosted  the  rich  and  gypped  the  poor  and  middle  class.  So  let's  see 
how  the  poor  and  middle  class  fare  without  them.  The  Treasury 
Department  issued  a  news  release  [in  August]  that  clearly  shows 
that  the  very  people  the  Democrats  and  the  mainstream  media  pur- 
port to  be  so  concerned  about  in  their  opposition  to  tax  relief  will 
see  their  tax  bills  go  up  if  the  tax  cuts  are  not  made  permanent. 
"More  than  5  million  low-income  individuals  and  couples  will  no 
longer  be  exempt  from  individual  income  tax,"  said  the  release.  A 
family  of  four  with  two  children  making  $56,300  in  2011— that's 
not  rich — will  be  hit  with  a  tax  bill  that's  bigger  by  $2,092,  a  132% 
hike.  That  same  family  making  $67,600  a  year — still  not  rich — would 
see  its  tax  bill  go  up  by  $1,858,  an  increase  of  58%. 

The  untold  story  of  the  Bush  tax  cuts  is  the  fact  that  they 
wiped  millions  of  poor  and  low-income  Americans  off  the 
income  tax  rolls.  A  large  block  went  from  paying  small  tax  bills  to 
paying  no  income  taxes  at  all.  As  many  as  43  million  Americans, 
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"We  cross  the  road  tonight." 


nearly  a  third  of  all  taxpayers,  now  have  no  income  tax  liability. 

The  reflexive  opposition  to  tax  cuts  by  most  Democrats  and 
their  media  allies  and  their  eagerness  to  incite  jealousy  among 
economic  classes  are  as  harmful  as  they  are  outdated. 

— Investor's  Business  Daily 

Going  the  Distance  As  the  nature  of  the  threat  and 

the  conflict  in  Iraq  has  changed  over  these  past  three  years,  so 
have  the  tactics  and  deployments.  But  while  military  tactics  have 
changed  and  adapted  to  the  realities  on  the  ground,  the  strategy 
has  not — which  is  to  empower  the  Iraqi  people  to  defend,  govern 
and  rebuild  their  own  country.  The  extremists  themselves  have 
called  Iraq  the  "epicenter"  in  the  War  on  Terror.  They  mean  it. 
And  our  troops  know  how  important  completing  the  mission  is. 

—DONALD  RUMSFELD,  Secretary  of  Defense, 
remarks  before  the  American  Legion  National  Convention 

Mum's  the  Word  Democrats  are  campaigning  on  "a 
new  direction  for  America,"  but  they've  been  deliberately 
abstemious  with  any  details  of  what  that  means.  New  York  Sena- 
tor Chuck  Schumer  told  the  Journal  [in  September]  that  silence  is 
their  strategy  because  laying  out  an  agenda  "gives  Republicans  a 
target."  So  much  for  the  courage  of  one's  convictions. 

—  Wall  Street  Journal 

Disheartening  Move  New  York  City's  Board  of 

Health  has  voted  to  virtually  ban  trans  fatty  acids  (TFAs)  in  local 
restaurants.  The  move  is  profoundly  misguided:  It  won't  make 
New  Yorkers  healthier,  and  may  even  contribute  to  the  toll  of  pre- 
mature death  by  diverting  our  attention  from  the  real  causes  of 
heart  disease. 

In  this  new  age  of  public  health,  authorities  are  using  regula- 
tion to  try  to  curb  chronic  diseases  such  as  heart  ailments,  dia- 
betes and  cancer — much  the  way  they  did  decades  ago  to  wipe 
out  infectious  disease  by  mandating  inoculations,  chlorinating 
water  and  making  such  diseases  reportable  to  the  government. 
The  problem  is  that  chronic  diseases  are  primarily  linked  to 
lifestyle  factors — and  government  intervention  into  people's 
lifestyles  is  not  only  intrusive,  it  simply  won't  work.  That  is,  the 
Board  of  Health  is  acting  as  if  TFAs  were  an  imminent  health 
threat — like  E.coli  in  spinach.  They're  not. 

—ELIZABETH  M.  WHELAN,  SC.D.,  M.P.H.,  president, 
American  Council  on  Science  &  Health,  New  York  Post 

Comic  Relief  Anything  that  gets  you  to  release  the  stress 
in  your  life  and  really  laugh  is  worthwhile.  It  can  heal  the  planet. 
It  truly  can,  and  it  actually  has. 

—LUCIE  ARNAZ,  in  Playbill  F 
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know 


Health  Care  Transparency 


Good  service 
means  knowing  the 
real  price  in  advance. 

With  Aetna,  your  employees  can  now 
know  the  actual  rate  for  certain  medical 
services  before  they  receive  them.  Only 
Aetna  gives  our  members  easy  online 
access  to  the  actual  rates  we've  negotiated 
with  70,000  doctors  all  over  the  nation*  for 
the  most  frequently  performed  treatments 
and  services.  Knowing  actual  rates  can 
help  your  employees  manage  their  annual 
out-of-pocket  expenses,  and  make  better 
decisions  about  how  to  use  their  benefits 
and  insurance  plans.  To  find  out  more, 
call  your  broker,  Aetna  representative,  or 
visit  us  online  at  aetna.com. 


We  want  you  to  know9 


KAetna 


Health 

Dental 

Pharmacy 

Behavioral  Health 

Long  Term  Care 

Disability 

Life 


©2006  Aetna  Inc.  Plans  are  offered  by  Aetna  Health  ot  California  Inc ,  Aetna  Health  of  the 
Carolinas  Inc.,  Aetna  Health  of  Illinois  inc .  Aetna  Health  Insurance  Company  of  New  York, 
Corporate  Health  Insurance  Company,  Aetna  Health  Inc  and  Aetna  Life  Insurance  Company 

Health  benefits  and  insurance  plans  contain  exclusions  and  limitations.  'Members  can  only  view 
rates  for  participating  physicians  and  physician  groups.  Not  available  in  all  states.  Service  is  available 
to  Aetna  members  today  within  DocFind'  when  they  log  into  Aetna  Navigator™  at  aetna.com. 
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Who  is  helping  two-thirds  of 
new  US  ethanol  plants  meet 
the  nation's  future  energy 
needs?  We  are. 
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Innovations  from  Siemens  can  be  found  everywhere.  One  of  our  specialties  is 
providing  automation  equipment  that  processes  70%  of  growing  US  ethanol 
production.  We  recognize  the  need  for  more  alternative  fuels  in  the  US,  and 
greater  production  quantities  lead  to  better  prices  and  availability,  resulting  in 
overall  fuel  efficiency.  We're  also  developing  technologies,  like  a  natural  gas  control 
unit,  that  enable  traditional  vehicles  to  take  advantage  of  compressed  natural  gas 
(CNG)  and  other  more  environmentally  friendly  fuel  options.  At  Siemens,  our 
innovations  help  turn  dreams  into  reality. 

automation  &  control  •  building  technologies  •  energy  &  power  •  financial  services  •  hearing  solutions  •  home  appliances 
information  &  communication  •  lighting  •  medical  solutions  •  transportation  •  water  technologies 

usa.siemens.com 
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Current  Events 


By  Paul  Johnson 


Envy  Is  Bad  Economics 


IN  LONDON  THE  MEDIA  HAVE  BEEN  FOAMING  AT  THE  MOUTH  OVER 
the  fact  that  the  average  chief  executive  in  Britain's  top  100  compa- 
nies is  paid  127  times  more  than  the  average  wage  earner.  Such  high 
pay  has  been  widely  denounced  as  "excessive,"  with  business  lead- 
ers joining  in  the  hue  and  cry.  Such  indignation  is  misconceived  and 
pointless.  If  remuneration  at  127  times  the  average  wage  is  wrong, 
what  is  right?  One  hundred  times?  Fifty?  Twenty?  Twice?  Who's  to 
say?  The  market  determines  these  things.  If  you  don't  like  the  mar- 
ket's decisions,  the  alternative  is  wage  controls,  with  bureaucrats 
fixing  the  scales.  Who  wants  that?  And  when  has  it  ever  worked? 

Pay  is  best  seen  in  terms  of  spending  power  or  the  relative 
ability  to  live  well.  As  such,  there  have  always  been  huge  differ- 
ences throughout  history.  In  England  the  Domesday  survey  of 
1086  was  the  first  ever  undertaken  of  individual  assets  in  a  coun- 
try. It  reveals  a  bottomless  gap  between  the  nobles,  bishops  and 
abbots  (about  100  men)  at  the  top  of  society  and  the  serfs  at  the 
bottom.  The  ratio  was  probably  1,000-to-l  or  more. 

However,  these  wealthy  men  were  obligated  to  supply  the  crown 
with  what  was  called  knight  service,  a  specific  number  of  fully 
armored  and  mounted  men,  trained  for  battle  and  able  to  serve  the 
crown  for  40  to  60  days  each  year.  The  number  of  men  so  supplied 
was  determined  by  the  amount  of  land  the  noble  or  churchman 
held.  This  system  led  to  endless  rows  and  legal  actions  between  the 
wealthy  and  the  crown,  which  sometimes  fueled  rebellions.  The  rich 
claimed  they  were  being  "ruined"  by  the  tax.  One  example  of  a  uni- 
versal truth:  There  are  hidden  disadvantages  to  being  really  wealthy. 

During  the  Renaissance  the  head  of  the  Medici  bank  in  Flo- 
rence had,  no  doubt,  an  annual  income  that  was  at  least  1,000 
times  the  spending  power  of  the  average  Italian  peasant.  To 
defend  his  assets  the  banker  had  to  go  into  expensive  civic  politics, 
build  fortresslike  city  houses  and  fortified  country  villas  and 
maintain  a  large  contingent  of  armed  horsemen.  Moreover,  he 
was  expected  to  devote  huge  sums  of  money  to  the  glory  of  God 
and  the  splendor  of  his  family  by  building  and  endowing  churches 
or  private  chapels  in  cathedrals  and  embellishing  them  with  altar- 
pieces  created  by  the  day's  leading  Tuscan  and  Flemish  painters. 

This  art  patronage  was  highly  competitive  and  expensive.  A 
Florentine  banker  might  pay  heavily  to  have  a  painter  such  as 
Hans  Memling  in  Bruges  produce  a  major  (9-foot-wide)  multi- 
paneled  work  and  then  have  it  transported  to  Antwerp,  shipped 
to  Italy  and  carted  overland  to  Florence,  where,  once  there,  it 
required  ten  porters  just  to  carry  it  across  the  city. 

In  every  age  the  rich  have  had  inescapable  obligations  concerning 
their  wealth.  I've  just  been  reading  David  Cannadine's  biography  of 


Andrew  Mellon,  the  Pittsburgh  entrepreneur  and  banker  who  founded 
some  of  Americas  greatest  businesses  and  then  served  as  Treasury 
Secretary  for  11  years  (1921-32).  During  the  last  years  of  his  long  life 
Mellon  was  rewarded  for  his  public  service  by  being  prosecuted  for 
imaginary  tax  evasion  by  President  Franklin  D.  Roosevelt,  a  man  who, 
though  a  lifelong  recipient  of  unearned  income,  seems  to  have  believed 
that  creating  great  wealth  is  somehow  immoral.  Mellon  seems  to  have 
spent  little  of  his  wealth  in  self-indulgence  of  any  kind,  instead  using 
it  to  buy  works  of  art  that  he  eventually  presented  to  the  nation  when 
founding  the  glorious  National  Gallery  of  Art  in  Washington,  DC. 

I  don't  believe  people  earning  average  incomes  are  as  envious  of 
the  rich  as  media  commentary  supposes.  The  kind  of  relativity  peo- 
ple care  about  is  that  their  incomes  rise,  their  assets  are  greater  than 
their  parents'  and  their  children  do  even  better  than  they've  done. 

Such  progress  is  certainly  taking  place,  especially  in  countries  like 
the  U.S.  and  Britain  that  run  relatively  unshackled  market  economies. 
In  the  Oct.  2  issue  of  FORBES  (see  Digital  Rules,  p.  29)  I  learned  that 
in  the  five  years  since  the  attack  on  the  Twin  Towers,  America's  GDP 
has  increased  by  $3  trillion.  This  increase  alone  is  roughly  equiva- 
lent to  the  entire  output  of  the  world's  fastest-growing  economy,  China. 
Clearly,  scores  of  millions  of  Americans  are  doing  better  than  ever 
before.  That  being  so,  the  astronomical  sums  earned  by  a  few  on 
Wall  Street  are  of  small  importance.  In  my  observation  great  wealth 
brings  more  worries  than  happiness:  several  different  homes  to  main- 
tain and  protect  from  thieves,  squabbles  with  servants,  the  terror  of 
a  litigious  divorce  and  fights  with  demanding  children,  as  well  as  the 
fear  of  the  wealth  and  all  its  trappings  vanishing  like  fairy  gold. 

When  a  Difference  Matters 

Of  course,  huge  differentials  between  countries  present  real  prob- 
lems. Average  incomes  in  the  richest  countries  can  easily  be  as 
high  as  100  times  those  in  the  poorest.  This  wouldn't  matter  as 
much  if  the  really  poor  countries  were  slowly  improving.  But, 
because  of  bad  government  and  internal  wars,  these  countries  are 
growing  poorer,  both  relatively  and  absolutely. 

At  the  same  time  China  and  India — once  the  world's  two  poor- 
est big  countries — are  making  giant  strides  toward  affluence,  each 
year  pulling  tens  of  millions  of  their  citizens  into  the  lighted  circle  of 
the  good  life.  I  believe  that  in  due  course  the  really  wretched  parts  of 
the  world  will  learn  more  from  the  India-China  experience  than 
they  have  ever  been  able  to  absorb  from  the  West.  The  once  poor 
can  teach  the  still  poor.  I  take  an  optimistic  view  of  these  things. 

Envy  is  a  foolish  and  self-destructive  emotion.  It  is  also  thor- 
oughly bad  economics.  F 
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Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  and  Ernesto  Zedillo,  director, 
Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico,  rotate  in  writing  this  column. 
To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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LUCKILY,  YOU  CAN  STAY  AS  LONG  AS  YOU  LIKE. 

We  apologize  if  you  have  trouble  getting  out  of  our  new  beds. 
With  crisp,  white  linens,  a  thicker  mattress,  and  plush  pillows,  they  are 
as  comfortable  as  beds  get.  Add  to  that  separate  living,  working, 
and  dining  areas,  free  high-speed  Internet,  hot  complimentary 
breakfasts  —  and  you  have  enough  good  reasons  to  stay  a  while 
Residence  Inn?  All  suites.  With  all  the  comforts.s 
IT'S  THE  MARRIOTT  WAY.S 


Residence 

Inn  G 


Call  1-800-MARRIOTT  or  visit  Marriott.com/ResidenceInn  to  experience  our  new  beds  today. 


Digital  Rules 

By  Rich  Karlgaard,  Publisher 


When  to  Disclose  an  Illness 


IN  THE  THROES  OF  A  MANIC  FALL  TRAVEL  SCHEDULE— 30,000 
air  miles  a  month — my  body  finally  took  revenge.  It  walloped  me 
with  the  worst  head  cold  I  can  remember  having.  Now,  after  a 
week  of  Sudafed  by  day  and  NyQuil  by  night,  I  sometimes  can't 
tell  whether  I'm  coming  or  going — and  the  loony  bin  doesn't 
seem  far  off. 

This  petty  infirmity  and  its  accompanying  mood  swings  got 
me  mulling  over  ex-Hewlett-Packard  chairman  Patricia  Dunn. 
Since  2000  the  poor  woman  has  battled  three  types  of  cancer: 
breast,  skin  (melanoma)  and  ovarian  (stage  four).  Let  us  all  pray 
for  her  health.  On  the  other  hand,  and  at  the  risk  of  appearing 
harsh,  shouldn't  Dunn's  illnesses  have  been  disclosed  to  HP 
shareholders?  Four  bouts  of  cancer  in  six  years  is  not  trivial.  Stage 
four  ovarian  cancer  is  grave.  According  to  cancerhelp.org.uk, 
"Between  1  in  20  (5%)  and  1  in  7  (14%)  women  with  stage  four 
ovarian  cancer  will  live  for  at  least  five  years.  Doctors  generally 
think  a  patient  is  doing  well  if  she  is  alive  two  years  after  being 
diagnosed  with  ovarian  cancer  that  has  spread." 

Dunn's  stage  four  ovarian  cancer  was  diagnosed  in  2004. 1  would 
argue  the  chairwoman's  condition  was  material  to  HP's  prospects. 

Dunn,  so  noble  in  her  cancer  battles  and  so  reckless  in  her 
board  chairmanship,  says  cancer  and  chemo  did  not  affect  her 
judgment.  Really?  I'd  bet  the  opposite.  One  side  effect  of  any 
major  illness  is  depression.  Dunn's  life  story  is  not  depressing.  It's 
that  of  a  gutsy,  up-by-her-bootstraps  heroine — daughter  of  a  Las 
Vegas  showgirl  and  a  show-promoter  father  who  died  when 
Dunn  was  12.  Dunn  was  forced  to  make  her  own  way  in  the 
world,  and  she  did.  She  entered  the  banking  industry  as  a  tempo- 
rary secretary  at  Wells  Fargo  and  rose  to  become  global  chief 
executive  of  Barclays  Global  Investors. 

But  in  2000  came  the  breast  cancer.  Then  melanoma  in  2002. 
Stage  four  ovarian  cancer  presented  in  2004,  and  a  few  months 
ago  it  had  spread  to  her  liver.  I  know  nothing  of  Dunn's  inner  life, 
but  I'm  willing  to  speculate  that  her  three  cancers  and  subsequent 
treatments  dimmed  even  this  bright  spark.  In  August  Dunn 
wrote  a  strange  e-mail  to  fellow  HP  board  members  in  which  she 
accused  Tom  Perkins — the  longtime  HP  board  member  who 
broke  the  pretexting  scandal — of  bullying  her:  "I  won't  indulge  in 
a  chronology  of  the  intimidation,  pressure,  rudeness  and  criti- 
cism that  Tom  directed  at  me,  but  will  simply  say  that  I  have 
never  had  remotely  similar  experiences  with  anyone."  The  tone  of 
Dunn's  e-mail  suggests  depression;  it's  self-pitying  and  Queeg- 
ishly  paranoid,  considering  that  Tom  Perkins  is  known  by  no  one 
to  be  a  bully. 

I  don't  know  about  you,  but  when  I'm  sick  I  tend  toward 
depression.  When  I'm  depressed,  I  often  imagine  the  worst 
motives  in  those  around  me.  And  I've  not  had  to  fight  illnesses 


remotely  on  the  scale  of  Patricia  Dunn's. 

Everything  I've  said  is,  of  course,  speculation.  But  one  thing  is 
certain:  HP's  reputation  and  culture  have  suffered  as  a  result  of 
Dunn's  poor  judgment.  Could  she  have  helped  it?  Given  her  can- 
cers and  their  probable  psychological  effects,  maybe  not.  But  I 
contend  that  HP  shareholders  and  employees  had  a  right  to  know 
about  Dunn's  illness  . . .  before  the  scandal  hit  the  fan. 

Dunn  Is  Not  the  Only  One 

When  is  executive  illness  disclosure  the  right  and  ethical  thing  to 
do?  When  is  it  a  matter  of  privacy  that  trumps  the  public's  need 
to  know?  There  are  no  clear  lines  here.  The  SEC,  in  fact,  requires 
no  such  disclosure. 

Dunn  joined  HP's  board  in  1998.  For  three  reasons,  Dunn's 
breast  cancer  diagnosis  in  2000  and  her  melanoma  in  2002  prob- 
ably had  no  material  effect  on  HP's  share  prospects:  The  diseases 
were  caught  early,  the  survival  chances  were  good  and,  in  any 
event,  Dunn  was  only  a  board  member,  not  the  board  chair.  Then 
in  2004  Dunn  got  the  bad  news  that  she  had  ovarian  cancer. 
Given  the  poor  survival  rates,  this  disease  seems  a  justifiable  can- 
didate for  disclosure.  But  again,  Dunn  was  just  a  board  member 
at  the  time,  so  her  health  was  not  material  to  HP's  prospects. 

Dunn  became  HP  chairwoman  in  February  2005,  after  the 
shakeup  that  led  to  then  chief  executive  Carly  Fiorina's  resigna- 
tion. With  this  promotion,  things  changed.  Dunn  became  the 
chief  proxy  and  witness  for  all  HP  shareholders  in  the  world,  the 
eyes  and  ears  for  billions  in  investor  capital.  She  had,  as  they  say, 
become  material. 

When  material  comes  up  against  a  disease  with  poor  survival 
odds,  I  would  argue  the  test  of  disclosure  has  been  met.  In  retro- 
spect, HP  should  not  have  awarded  the  board  chairmanship  to 
Dunn— but  more  to  the  point,  she  should  not  have  accepted  it. 

Two  years  ago  Apple  Computer  did  the  right  thing  when  it 
disclosed  that  cofounder  and  CEO  Steve  Jobs  had  had  pancre- 
atic cancer  surgery.  An  e-mail  written  by  Jobs  described  his 
cancer  as  a  rare  and  less  fatal  form  called  an  islet  cell  neuro- 
endocrine tumor.  Left  unsaid  in  the  e-mail  was  the  fact  that  this 
type  of  pancreatic  cancer  has  a  median  survival  duration  that 
approaches  five  years  from  diagnosis  (go  to  pancreatica.org). 

The  question  now  is,  does  Apple  have  an  obligation  to  give 
us  yearly  updates  on  Jobs'  health?  I  think  so.  Apple  is  a  public 
company;  Jobs'  health  is  material — inordinately  so,  in  his  case — 
to  the  future  of  his  company. 

Apple  says  Jobs  is  fine,  but  offers  no  details.  F 


Forbes 


Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  visit 
his  home  page  at  www.karlgaard.com. 
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Coverages  underwritten  by  member  companies  of  Zurich  in  North  America,  including  Zurich  American  Insurance  Company.  Certain  coverages  not  available  in  all  states. 
Some  coverages  may  be  written  on  a  nonidmitted  basis  through  surplus  lines  brokers. 
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0  errors  a  minute? 


We  can  handle  the  big  ones. 

At  Zurich,  we  understand  that  complex 
businesses  face  a  wide  range  of  risk.  Our 
industry  specialists  are  trained  to  look 
for  possible  exposures,  then  devise  risk  man- 
agement solutions  to  help  minimize  the 
potential  for  loss.  Because  of  our  experi- 
ence, our  customers  can  feel  protected. 
www.zurichna.com/corporatebusiness 


Because  change  happenz 


ZURICH 


Imagination  at  Work 

After  someone  filched  a  laptop  with  names  and  Social 
Security  numbers  of  50,000  past  and  present  General 
Electric  employees,  the  company  rushed  out  a  letter 
offering  a  free  one-year  subscription  to  Identity  Track, 
clearly  noting  it's  a  GE  product.  Some  points  not  made  in 
the  letter  but  found  elsewhere,  for  example  on  Web 
pages:  (1)  the  annual  cost  becomes  $60  after  12  months, 
(2)  GE  "expressly  disclaims"  any  warranty  "that  the 
product  is  error-free"  and  (3)  liability  is  limited  to  "the 
amount  paid  by  you" — zero  for  the  initial  period.  A  GE 
spokesman  calls  worker  interest  "strong."  — W.P.B. 


Informer  

INFORMER@FORBES.COM 


to  Know 


Deja  vu?  Mark  Cuban. 


Forbes  400  member  Mark  Cuban's 
recent  speech  that  "only  a  moron" 
would  pay  up  to  buy  online  . video 
darling  YouTube  came  just  days  before 
Google  agreed  to  a  $1.65  billion  pur- 
chase. But  the  billionaire  Dallas  Maver- 
icks owner  wasn't  pleased  when  FORBES 
suggested  he  was  hardly  the  one  to  dis- 
parage video  site  values.  After  all,  in 
1999  Yahoo  paid  a  lofty  $5.7  billion  for 
Cuban's  Broadcast.com  (quarterly  rev- 
enues then,  $20  million)  at  the  peak  of 
the  soon-to-burst  Internet  bubble. 
Totally  different,  a  touchy  Cuban  replied  by  e-mail: 
Broadcast.com  had  a  valid  business  model  and  has  grown  under 
Yahoo.  Cuban's  basis  for  his  YouTube  take:  It  will  be  "sued  into 
oblivion"  (like  Napster)  over  the  millions  of  unlicensed  movie, 
television  and  music  clips  posted  on  the  site.  Between 
Broadcast.com  and  YouTube,  "there  is  no  foundation  for  valua- 
tion comparisons,"  Cuban  declared.  Again  using  one  of  his 
favorite  characterizations,  he  called  our  view  of  financial  history 
"moronic."  — Evan  Hessel  and  Scott  Woolley 

A  Slight  Difference  of  Opinion 

Sisters  Anne  Cox  Chambers  and  Barbara  Cox  Anthony  (joint  net 
worth:  $25  billion)  are  in  U.S.  Tax  Court  battling  an  Internal  Rev- 
enue Service  claim  they  understated  their  combined  taxable  income 
in  1993  and  1994  by  $59  million.  The  feds,  who  seek  another 
$24  million,  say  the  sibs  undervalued  assets  received  during  a  cor- 
porate shuffle  of  properties  of  Cox  Enterprises  (which  is  also  suing 
to  fight  a  $41  million  tax  bill)  including  a  San  Francisco  TV  station 
and  a  stake  in  the  San  Francisco  Giants.  In  parallel  lawsuits, 
Chambers,  86,  of  Atlanta,  and  Anthony,  83,  of  Honolulu,  say  the 
various  assets  were  fairly  appraised  and  swapped  for  like  value.  For 
the  two  years  the  sisters  declared  taxable  income  of  $20  million. 

— Janet  Novack  and  William  P.  Barrett 


Not  Worth  the  Paper  It's  Not  On? 

Despite  a  choppy  chart,  Solar  Enertech  stock  has  risen  50%  since 
March  as  it  was  relocating  from  the  Vancouver,  B.C.  area  to 
Menlo  Park,  Calif,  changing  its  name  from  Safer  Residence  and 
saying  it  was  exiting  the  home  security  business  for  presumably 
greener  prospects  developing  solar  power  cells.  That  would  be  on 
the  come;  in  the  words  of  its  own  flack  the  firm  has  "no  assets,  no 
revenue  and  no  real  cash  to  speak  of  (It  previously  didn't  sell  any 
residential  protection,  either.)  One  possible  reason  for  the  price 
boost  to  a  recent  $1.06,  generating  an  $80  million  market  value: 
small-cap  Web  sites  being  paid  to  tout  the  stock  like  mad.  This  all 
is  taking  place  after  founder  Jean  Blanchard  turned  over  corpo- 
rate control  to  some  new  directors — not,  filings  say,  in  writing 
but  "orally."  — Matthew  Rand 

No  Flogging  of  This  Dead  Horse 

By  a  written  "official  ruling"  of  the  stewards  at  California's 
famous  Del  Mar  racetrack,  horse  owner  Martin  Wygod  was  fined 
pursuant  to  a  California  Horse  Racing  Board  rule.  Wygod,  of 
nearby  Rancho  Santa  Fe,  is  also  chairman  of  publicly  traded 
health  information  providers  Emdeon  and  WebMD,  but  wary 
investors  can  hold  on  to  their  horses.  His  offense:  "violation  of 
stable  area  parking  regulations."  His  penalty:  $10,  which  the  rul- 
ing noted  in  boldface  type  "has  been  paid."  —  W.P.B. 


tin-Loss  Record  Doesn't  Matter 


-W.P.B. 


%  CONFERENCE  |  HEADQUARTERS 

COMMISSIONER 

COMPENSATION 

 :  a 

Atlantic  Coast  |  Greensboro,  N.C. 

John  Swofford 

$747,106  ^ 

Big  East  |  Providence,  R.I. 

Michael  Trenghese 

434,924 

Big  10  |  Park  Ridge,  III. 

James  E.  Delany 

884,516  — 

Big  12  |  Dallas,  Tex. 

Kevin  Weiberg 

683,200 

Conference  USA  |  Irvine,  Tex. 

Britton  Banowsky 

381,120 

|  Pacific- 10  |  Walnut  Creek,  Calif. 

Thomas  C.  Hansen 

380,215 

Southeastern  |  Birmingham,  Ala. 

Michael  Slive 

479,531 

Western  Athletic  |  Englewood,  Colo. 

Karl  Benson 

354,193 

1  Source:  Latest  available  IRS  Form  990. 
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TATA 


WHERE  DO  7  OF  THE  TOP  10  FORTUNE®  100 
TURN  FOR  THEIR  I.T.  NEEDS? 

TO  THE  BIGGEST  I.T.  COMPANY  YOU'VE  PROBABLY  NEVER  HEARD  OF... 


Presenting  Tata  Consultancy  Services,  TCS,  the  creator  of  the  Network  Delivery  Model 
for  software  development.  For  over  37  years  TCS  has  been  the  provider  of  choice  for 
hundreds  of  customers  around  the  globe,  including  seven  of  the  top  ten  FORTUNE R 100 
companies.  TCS,  with  revenues  of  $2.97  billion  in  FY  2005/06,  serves  its  customers 
with  over  71,000  expert  associates  from  53  countries  around  the  globe,  including 
10,000  employees  in  50  locations  throughout  the  U.S. 

It's  time  you  got  to  know  the  biggest  I.T.  company  you've  probably  never  heard  of. 
For  a  more  complete  introduction,  email  marketing@usa-tcs.com  or  visit  us  online 
at  www.tcs.com. 


TATA  CONSULTANCY  SERVICES 

I.T.  Services  /  Business  Solutions  /  Outsourcing 


c  2006  Tata  Consultancy  Services  ltd.  All  rights  reserved.  Tata  Consultancy  Services  and  the  Tata  Consultancy  Services  logo  are  registered  trademarks  ol  Tata  Consultancy  Services  Ltd. 


On  My  Mind 


By  Robin  Hanson,  associate  professor  of  economics  at  George  Mason  University  and  a  scholar 

AT  THE  MERCATUS  CENTER. 


You're  Fired ! 


Shareholders  ought  to  decide  whether  a  chief  executive  stays  or  goes. 

Here's  how. 


TOO  MANY  CORPORATIONS  WAIT 
too  long  before  firing  the  boss. 
Consider  Michael  Eisner  at  Disney, 
Carly  Fiorina  at  HP,  Jack  Stahl  at 
Revlon  and  Scott  McNealy  at  Sun. 
All  of  these  chief  executive  officers 
were  kept  on  long  past  the  point 
when  a  rational  owner  of  the  com- 
panies in  question  would  have  told 
them  to  leave. 

Why  are  boards  so  slow  to  fire 
the  chief?  One  reason  is  that  they 
don't  have  enough  skin  in  the 
game.  They  own  few  shares  and 
therefore  don't  feel  obligated  to 
protect  their  investment  from  an 
out-of-touch  boss.  Besides,  most  of 
them  owe  their  cushy  jobs  to  the 
chief  executive. 

I  propose  instead  that  we  put 
investors  in  charge  of  deciding 
when  to  fire  the  chief.  Investors, 
after  all,  already  set  the  boss'  pay  in 
an  indirect  way.  When  investors 
think  the  chief  is  doing  a  bad  job, 

they  are  more  eager  to  sell,  which  bids  down  the  price  of  the 
company's  stock  and  in  turn  reduces  the  value  of  an  executive's 
options. 

My  idea:  Set  up  two  new  stock  markets  where  investors 
would  be  making  not  outright  bets  on  the  future  of  a  company 
but  conditional  bets.  In  one  market  the  trades  are  consummated 
only  if  the  current  chief  executive  remains  in  place  at  the  end  of 
the  current  quarter.  In  the  other  market  the  trades  are  consum- 
mated only  if  the  incumbent  is  bounced  out  by  the  end  of  the 
quarter.  The  price  spread  between  these  two  markets  would  send 
a  signal  about  whether  the  boss  should  stay  or  go. 

Say  Eisner  is  the  current  boss  and  you  own  one  share  of 
Disney  you  want  to  sell.  Instead  of  selling  on  the  New  York  Stock 
Exchange  for,  say,  $30,  you  could  do  simultaneous  sell  orders, 
each  for  one  share,  on  the  two  alternative  markets.  Perhaps 
Disney  is  trading  in  the  Stays  Put  market  at  $29  and  in  the  Early 
Retirement  market  at  $31.  If  Eisner  does  keep  his  job,  only  the 
first  trade  becomes  valid:  You  give  up  your  share  and  get  $29. 
If  he  gets  the  ax,  only  the  second  trade  is  valid  and  the  buyer 
(probably  a  different  buyer)  gives  you  $31. 


Set  up  two  markets  where 
investors  make  bets  on  the 
 boss'  tenure.  


Just  as  the  $30  price  on  the  Big 
Board  reflects  the  collective  wis- 
dom about  the  value  of  Disney,  the 
$29  Stays  Put  and  the  $31  Early 
Retirement  prices  would  reflect  the 
collective  wisdom  about  relative 
values  under  different  manage- 
ment scenarios.  Spreads  would 
open  up  because  sellers  (or  buyers) 
in  the  alternative  markets  would 
often  do  only  one  of  the  two  trades. 
If  you  happen  to  think  Disney  is 
worth  $30  a  share  overall  but 
would  be  disappointed  to  see 
Eisner  leave,  you  would  sell  only  in 
the  Early  Retirement  market.  If  he 
does  get  bounced,  you're  happy  to 
have  the  $3 1  cash;  if  he  stays  put, 
you  are  happy  to  continue  owning 
the  stock.  On  the  other  side  of  your 
trade:  a  hedge  fund  that  thinks 
Disney  would  be  worth  $32  if  a 
new  manager  came  in. 

The  directors'  job  would  be  to 
listen  to  the  markets.  If  a  wide 
enough  spread  opens  up  in  favor  of  a  departure — maybe  1% — 
get  out  the  pink  slip. 

There  are  plenty  of  potential  problems  with  my  .idea;  there 
are  also  solutions.  Worried  that  investors  don't  have  access  to 
corporate  secrets,  like  plans  to  reveal  a  fantastic  technological 
innovation?  Make  sure  that  insiders  trade  in  the  two  markets. 
You  could  even  set  it  up  so  that  trades  by  insiders  are  made 
public.  Concerned  that  the  chief  executive  and  his  minions  will 
try  to  manipulate  trading?  Or  that  trading  in  these  markets  will 
be  too  thin? 

We've  tested  these  questions  in  experiments.  If  you  make 
sure  that  enough  insiders  and  outsiders  can  trade  in  these  mar- 
kets, the  problems  go  away.  We  used  two  groups  of  students, 
giving  each  group  clues  about  a  stock.  To  one  group  we  offered 
an  extra  bonus  if  it  could  push  the  price  up  or  down.  We  found 
that  this  situation  didn't  affect  the  stock  price,  because  the  group 
that  wasn't  offered  the  bonus  knew  that  the  other  group  included 
manipulators. 

Its  worth  a  trial  run.  A  few  million  dollars  would  be  enough 
seed  money  to  get  a  real-life  test  going  on  a  few  dozen  stocks.  F 
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Tour  first  meeting  objective  should  be  to  have  your  expectations  surpassed. 

Have  your  next  meeting  in  New  Orleans,  the  only  city  in  America  where  your  organization  can  experience 

world-class  service  and  amenities  in  an  authentic  setting  rich  with  culture 

and  charm.  Our  hotels,  facilities,  restaurants  and  one-of-a-kind  shops  are  J 

welcoming  groups  of  ail  sizes  with  open  arms,  and  our  commitment  to  w^NEW  ORLEANS 
-naking  each  and  every  visit  exceptional  has  never  been  greater.So  come  metropolitan  convention^w^Itqrs  bureau,  inc. 

;o  New  Orleans,  get  down  to  business  and  be  served  like  no  place  else.      1.877.393.5828  www.neworleansmeetinq.com 
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And  just  like  that,  the  laws  of  chemistry  change.  A  world  that  includes 


the  Human  Element,  along  with  hydrogen,  oxygen  and  the  other  elements,  is  a  very  different  world 


indeed.  Suddenly,  chemistry  is  put  to  work  solving  human  problems.  Bonds  are  formed 


between  aspirations  and  commitments.  And  the  energy  released  from  reactions  fuels  a 


boundless  spirit  that  will  make  the  planet  a  safer,  cleaner,  more  comfortable  place  for  generations  to 


come.  A  world  that  welcomes  change  is  about  to  meet  the  element  of  change:  the  Human  Element. 


©Trademark  ol  The  Dow  Chemical  Company  www  dow  com 
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Going,  Going ... 


Last  year  we  named  seven  bosses  we  said  had  reason  to  worry  about  their  jobs 
in  the  face  of  flagging  stock  prices  and  renewed  scrutiny  by  boards  of  directors 
down  on  fat  pay  packages.  Only  two  are  still  standing.  —Neil  Weinberg 
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NOVEMBER  1,  2004 

Hail  Mary  Brothers  Marc  and  Robert  Klein  can't  get  the  taxi  business  out  of  their 
blood.  When  we  wrote  about  them  they  were  starting  London  Fleet,  which  imported 
British  cabs  to  American  cities  and  draped  them  in  advertising.  But  the  idea  flopped. 
Among  the  reasons:  The  British  cabs  cost  more  than  twice  as  much  as  American  models. 
The  brothers  have  started  a  new  venture,  building  all-new  cabs  from  the  wheels  up.  Their 
company,  Standard  Taxi,  hired  a  design  firm  and  polled  fleet  owners,  drivers  and  passen- 
gers before  coming  up  with  a  boxy  contraption  that  looks  like  it  was 
conceived  by  1950s  Eastern  bloc  bureaucrats.  It  does  hold  four  pas- 
sengers comfortably,  with  plenty  of  room  for  luggage,  and  it  caters  to 
owners  with  features  like  cheap-to-replace  doors.  Standard  Taxi 
(based,  ominously,  in  Detroit)  hopes  to  start  building  the  things  a  year 
from  now.  Price:  $25,000.  — Jonathan  Fahey 
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NOVEMBER  28,  2005 

Radioactive  Since  our  story 

about  Robert  Mitchell,  the  maverick 
money  manager  says  he  has  delivered  a 
50%  return  before  fees  on  his  $60  mil- 
lion uranium  investment  fund,  Adit  I, 
which  buys  both  uranium  and  stock  in 
companies  that  use  it.  He  has  started 
two  new  funds,  Adit  II  and  Adit  III,  to 
invest  also  in  metals  like  cobalt  (used 
for  jet  turbines)  and  germanium  (used 
in  infrared  technology). 

— Tatiana  Serafin 


FLASHBACKS 


85  YEARS  AGO  IN  FORBES  |  OCTOBER  1, 1921 

War  and  Taxes  The  stark  truth  is  that  there  is  only  one 
source  where  hundreds  of  millions  of  dollars  can  be  saved  by  the 
Government,  namely,  in  our  naval  and  military  expenditures.  If 
you  want  lower  taxes,  you  must  favor  the  proposed  curtailment 
of  unbridled  armament-building  by  the  United  States.  The 
majority  of  the  human  race  is  heartily  sick  of  bloodshed. 

20  YEARS  AGO  IN  FORBES  |  DECEMBER  1,  1986 

Toyota  Takes  Charge  For  public  consumption,  Toyota 

Motor's  top  brass  recite  a  litany  of  woes.  But  behind  the  facade, 
the  company  is  moving  from  strength  to  strength.  Thanks  to 
years  of  aggressive  automation,  Toyota  last  year  turned  out 
more  than  3.67  million  vehicles  with  roughly  the  same  number 
of  production  workers  (23,000)  it  had  in  the  late  Sixties  when 
it  was  building  just  a  million  cars  a  year.  At  Ford  Motor,  by 
contrast,  it  took  37,000  workers  to  produce  3.2  million  vehicles. 

Toyota's  U.S.  sales  surged  25%  in  September. 


10  YEARS  AGO  IN  FORBES  |  JULY  15,  1996 

Hard  Times  at  Harrah's  Citing  intense  competition  in  its 

Atlantic  City  and  Reno  gambling  mar- 
kets, Harrah's  Entertainment  Inc. 
announced  that  its  1996  earnings  will 
likely  be  lower  than  Wall  Street's 
expectations.  Anticipating  the 
announcement.  The  Street  hammered 
Harrah's  stock  from  38  in  early  June  to 
a  recent  28.  Harrah's  won't  be  the  last 
gaming  stock  to  crack.  Gambling  is  a 
human  frailty,  -common  to  most  cultures  and  climes,  and  it's 
never  smart  to  bet  against  human  frailty.  However,  the  question 
here  isn't  whether  or  not  people  are  going  to  cease  gambling. 
It's  whether  their  betting  will  keep  up  with  the  current  rate  at 
which  the  casinos  are  adding  space  and  rooms. 

Harrah's  recently  received  a  $15  billion  buyout  offer  from  two 
private  equity  firms. 
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e  it  ever  so  humble,  an  exchange-traded  municipal  closed-end  fund  from  Nuveen  Investments  can  help  grow  and  preserve  wealth  by 


-oviding  the  potential  for  tax  efficiencies  and  attractive  monthly  income.  So  even  if  some  of  the  things  you  buy  aren't  exactly  modest,  part  of 

{  ■ 

bur  portfolio  will  always  reflect  a  quiet  dignity.  To  learn  more  about  exchange-traded  municipal  closed-end  funds,contact  your  advisor  or  visit 
;  at  nuveen.com/cef.  As  always,  there  are  risks  inherent  in  any  investment,  including  the  possible  loss  of  principal.  If  interest  rates  rise,  the  value 


a  fund's  portfolio  may  decline.  Exchange-traded  closed-end  funds  frequently  may  trade  at  a  discount  or  premium  to  their  net  asset  value. 


i  investor  should  carefully  consider  the  Fund's  objective,  risks, charges  and  expenses  before  investing.  For  an  annual  report  or 
ospectusfwhen  applicable)  containing  this  and  other  information  about  Nuveen's  funds,  contact  your  advisor  or  Nuveen  at  1-800-257-8787. 
tad  the  prospectus  carefully  before  you  invest  or  send  money.  Income  from  national  Nuveen  exchange-traded  municipal  closed-end 
nds  maybe  subject  to  state  and  local  taxes,  and  income  from  most  Nuveen  exchange-traded  municipal  closed-end  funds  may  be 
ombject  to  the  federal  alternative  minimum  tax.  Capital  gains,  if  any,  will  be  subject  to  capital  gains  taxes.  ©2006  Nuveen  Investments,  Inc. 
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Smarter  ways  to  be  conservative. 
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WHITHER  OIL,  GAS 

Can  You 

Spell  Commodity! 

While  the  Dow  Jones  booms,  commodities 
like  oil  and  gas  swoon.  Jim  Rogers,  the  man 
who  called  the  raw  materials  rise  years  ago, 
is  upping  his  bets.  Economist  Stephen  Roach 
thinks  that's  nuts  |  By  Bernard  Condon 


N  THREE  MONTHS  CRUDE  OIL  HAS  FALLEN  20%  TO  $60  A  BARREL 
A  price  drop  in  natural  gas  severely  wounded  hedge  fund  Ama- 
ranth Advisors.  Gold  and  sugar  are  in  bear  markets.  In  August 
the  Goldman  Sachs  Commodities  Index  fell,  breaking  four 
years  of  month-on-month  increases. 
To  Jim  Rogers,  the  man  who  called  the  commodity  boom 
seven  years  ago,  those  are  mere  blips.  This  is  a  great  time  to 
invest  in  commodities,  and  he's  backed  this  up  by  investing 
more  of  his  own  money.  Supply  of  things  like  base  metals, 
oil  and  rubber  is  crimped  after  years  of  underinvestment 
in  mines  and  oilfields  and  farms,  he  says,  so  prices  are 
heading  up.  And  they  will  go  up,  with  some  transitory 
hiccups,  well  into  the  next  decade  and  perhaps  even  the 
one  following.  Copper,  zinc  and  oil  have  all  at  least  dou- 
bled in  the  past  three  years.  You'll  see  more  doublings  in 
many  more  commodities. 

That's  the  Rogers  view.  And  then  there's  econo- 
mist Stephen  Roach,  the  Morgan  Stanley  bear 
every  bull  loves  to  gore.  He  thinks  Rogers  is  dead 
wrong.  Roach  says  commodity  prices  could  fall 
another  third  from  here,  putting  an  end  to  silly 
notions  of  a  so-called  supercycle  of  commodity 
increases.  The  culprits:  slowing  growth  in  China,  a 
voracious  buyer  of  commodities,  and  a  U.S.  hous- 
ing recession  that,  he  says,  will  slash  demand  for 
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building  materials  like  copper  and  weigh  down  the  global  economy. 

If  you've  been  distracted  by  whether  the  Dow  Jones  stock  index  will 
stay  in  record-setting  territory,  there's  a  less-noticed  but  raging  debate 
about  the  future  of  commodities.  This,  by  the  way,  is  a  debate  that  can  get 
personal.  Rogers  says  Roach  "couldn't  even  spell  commodities'  two  years 
ago."  Roach  wearily  responds  that,  yes,  he  used  to  write  "commodities" 
with  one  "m"  before  Rogers  kindly  set  him  straight.  The  sparring  recalls 
a  famous  exchange  a  quarter-century  ago,  during  another  price  runup, 
when  the  ever-optimistic  economist  Julian  Simon  bet  doom-and-gloom 
environmentalist  Paul  Ehrlich  $10,000  that  metals  would  fall  over  the 
next  decade,  ending  1990.  Simon  won.  He  wasn't  a  pessimist  in  the  man- 
ner of  Roach.  His  theory  was  that  technology  would  eventually  find  a 
solution  to  any  raw  material  shortage.  We  ran  out  of  whale  oil  but  found 
petroleum.  Copper  is  expensive,  but  optical  fiber  is  replacing  a  lot  of  it. 

If  the  issue  of  resource  scarcity  is  similar,  the  wagers  today  are  a  bit  big- 
ger. Hedge  funds  have  put  $70  billion  into  energy,  double  the  level  of  two 
years  ago,  says  the  Energy  Hedge  Fund  Center.  Investment  banks  have  beefed 
up  their  trading  desks  with  commodities  experts.  Merrill  Lynch  paid  $800 
million  for  an  energy  trading  unit  after  unloading  a  similar  business  a  few 
years  earlier.  Bond  investors  are  watching  closely,  too.  Increased  commod- 
ity prices  usually  mean  inflation  is  right  around  the  corner. 

The  peripatetic  Rogers,  63,  who  once  set  a  Guinness  World  Record 
by  riding  his  motorcycle  around  the  world,  brings  a  lot  of  credibility  to 
the  bull  case.  A  founder  with  George  Soros  of  the  legendary  Quantum 
Fund,  he  started  a  commodities  index  in  1998  when  investors  were 
caught  up  in  the  dot-com  frenzy.  The  Rogers  International  Commodities 
Index  has  since  returned  16.9%  annually  versus  13.9%  and  11.8%  for 
rivals  from  Goldman  Sachs  and  Dow  Jones-AIG,  respectively.  This  year 
the  gap  has  widened.  Rogers'  is  up  7%  through  August.  Goldman's  is 
down  0.4%,  and  Dow  Jones-AIG's  up  3%. 

Rogers,  author  of  Hot  Commodities,  says  his  optimism  comes  right 
out  of  the  history  books.  The  shortest  commodity  boom,  which  began 
in  1966,  was  15  years,  he  says.  The  longest:  23  years.  The  current 
one:  7  years  (forget  the  slump  we're  in  now).  The  long  trend  reflects 
this  fact:  Lots  of  commodities  can't  be  produced  quickly.  By  the 
time  miners  or  drillers  or  farmers  realize  that  demand  has  out- 
stripped supply,  it's  too  late.  New  sources  need  to  be  found  under- 
ground and  regulators  need  to  sign  off  before  a  shovel  can  even 
hit  the  ground.  Food  inventories  are  the  lowest  since  1972, 
he  notes.  Acreage  devoted  to  wheat,  for  instance,  has  been 
falling  for  three  decades.  Cotton  could  also  take  off, 
he  says,  as  clothesmakers  switch  to  natural  fabrics 
to  avoid  the  rising  cost  of  oil  used  in  synthetics. 
Rogers  says  "soft"  commodities  like  grains, 
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Outfront 


oilseeds  and  fabrics,  which  have  gener- 
ally not  shared  in  the  boom,  are  likely  to 
outperform.  Rogers  is  relatively  bearish 
on  zinc  and  copper,  however;  they  could 
drop  like  an  anvil  after  having  more  than 
doubled  in  a  year. 

Then  there's  China.  Sure,  the  country's 
economic  growth  could  slow,  but  over  the 
long  term  Rogers  is  an  unabashed  bull.  So 
much  so  that  he's  taught  his  3-year-old 
daughter  Mandarin  and,  in  preparation 
for  moving  to  a  "Chinese-speaking"  city 
with  her,  has  put  his  Manhattan  manse  up 
for  sale  for  $15  million. 

Roach's  response:  China  will  be  slow- 
ing, and  that's  a  big  problem.  The  country 
is  responsible  for  half  the  growth  in  pur- 
chases of  aluminum,  copper  and  steel  and 
more  than  85%  of  the  growth  in  tin  and 
nickel.  Roach  says  bank  reserve  require- 
ments and  rises  in  interest  rates,  com- 
bined with  Beijing's  recent  "administrative 
edicts"  to  rein  in  investments,  will  throw 
cold  water  on  the  "China  mania"  gripping 
investors  who  blithely  assume  11% 
growth  every  year.  It  could  also  kill  off  a 
few  of  the  mania's  side  effects — like  Man- 
darin lessons  for  kids  and  uprooting  fam- 
ilies to  Asia — what  Roach  calls  "Rogers' 
whole  schtick." 

Roach  says  crude  oil  prices  are  more 
likely  to  head  down  than  up;  Rogers  says 
they  will  approach  $100  a  barrel  before 
the  commodity  boom  ends.  Roach  says 


Boom?  What  Boom? 

Forget  the  recent  run-up.  Fact  is,  many  commodities  are  still 
80%  or  90%  off  their  highs,  adjusted  for  inflation.  Jim  Rogers 
says  that  spells  a  bargain. 
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cheap  Chinese  imports  create  "head- 
winds" against  inflation  and  that  rising 
U.S.  bond  prices  wisely  reflect  that. 
Rogers  says  inflation,  far  from  retreating, 
is  rampant,  and  he  is  shorting  U.S.  Trea- 
sury bonds.  Roach  says  the  influx  of 
money  into  commodities  means  trading 
"technicals"  with  no  relation  to  funda- 
mentals can  cause  investors  to  "over- 
shoot." Rogers  notes  that  there  are  fewer 
than  50  mutual  funds  worldwide  dedi- 
cated to  commodities  versus  70,000 
for  stocks  and  bonds,  though  he  too 
fears  man's  tendency  to  overshoot.  It's 


Roach's  timing  that's  off,  he  says. 

"Call  me  in  2019,"  says  Rogers,  which 
he  considers  a  more  likely  peak-price  year 
than  today.  "I  will  say,  'Sell  commodities' 
And  you  will  laugh  and  giggle  and  say, 
'Commodities  always  go  up.  You  are  an 
old  fool.'" 

Roach  might  be  thinking  something 
along  those  lines  right  now.  He  apparently 
sees  opportunity  in  the  coming  real  estate 
crash.  He  jokes  that  he  put  in  a  bid  of 
$1.5  million  for  Rogers'  house  (eight  bed- 
rooms, five  baths).  Roach  says,  "He  hasn't 
gotten  back  to  me  yet."  F 


How  Much  Is  the  Rogers  Name  Worth? 


You  would  think  Jim  Rogers  would  be  rolling  in  money 
from  the  commodities  index  that  bears  his  name.  Instead 
he's  gotten  little  but  grief. 

He  began  the  index  in  1998,  a  few  months  short  of  the 
start  of  the  commodity  bull  run-.  The  same  year  he  took  off  . 
on  a  three-year  tour  of  1 16  countries,  leaving  the  market- 
ing of  a  fund  tracking  his  index  to  Chicago's  Beeland  Man- 
agement (Rogers  owns  69%  of  it).  When  he  returned  in 
2002  the  Rogers  Raw  Materials  Fund  was  managing  just 
$24  million,  according  to  a  recent  Rogers  deposition.  Then, 
as  new  marketing  kicked  in,  things  seemed  to  be  turning. 
Assets  rose  to  $600  million.  If  you  count  money  placed  in 
funds  that  track  the  index,  offered  by  Merrill  Lynch  and 
other  companies;>assets  climbed  to  $4  billion  last  year.  Then 
Beeland  made  a  seemingly  inconsequential  but  devastating 
move:  It  switched  brokers,  placing  $360  million  of  index 
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investors'  money  with  the  new  firm. 

Its  name:  Refco.  A  few  weeks  after  the  switch  in  September 
of  last  year  news  of  hidden  debt  at  Refco  forced  the  broker 
into  bankruptcy,  tying  up  that  $360  million  from  Beeland 
customers  for  a  year  as  creditors  squabbled  in  court  and  com- 
modities climbed  higher.  Beeland,  which  sued  Refco,  now  says 
it  expects  to  get  at  least  96  cents  on  the  dollar  in  a  settlement. 
But  angry  indexers  have  sued  Beeland  and  Rogers  personally 
for  mismanagement.  They  say  they  should  get  back  not  only 
their  money  but  also  compensation  for  the  lost  opportunity  to 
buy  and  sell  over  the  past  year.  Rogers'  lawyer  says  his  client 
was  never  involved  in  running  Beeland  and  so  shouldn't  even 
be  a  party  to  the  suit. 

Maybe  so.  But  even  if  Rogers  prevails,  the  unpleasantness 
with  Refco  is  going  to  make  it  harder  to  market  money-  B: 
management  services  tied  to  his  index.  — B.C. 
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GOING  PRIVATE 


Public  Shunning 

Public  ownership  takes  another  body  blow:  Now 
even  chief  executive  officers  don't  want  to  sit  on 
corporate  boards  |  By  Neil  Weinberg 


LUE-CHIP  COMPANIES  ARE  GOING  PRIVATE.  FOREIGN 
companies  are  scorning  public  markets  in  the  U.S. 
and  going  public — abroad.  And  now,  in  another  sign 
of  disenchantment  with  public  ownership,  chief  exec- 
utives are  shunning  board  seats  (see  charts  below). 
This  latter  trend — the  number  of  chief  executives  sitting  on 
public  boards  is  dropping  rapidly — is  shown  by  new  research 
done  by  longtime  headhunter  James  Drury.  It's  troubling,  he 
says,  because  directors  themselves  say  the  best  directors  tend 
to  be  active  or  retired  chief  executives.  Drury  pointed  out  that 
while  Hewlett-Packard  is  one  of  America's  largest  and  best- 
known  public  corporations,  its  dysfunctional  board  includes 
only  one  chief  executive  officer  of  another  public  company: 


John  Hammergren  of  McKesson  Corp. 

One  big  reason  chiefs  are  fleeing 
boards  is  that  serving  on  a  public  board 
is  a  huge  drain  on  time.  It  also  entails 
open-ended  and  murky  exposure  to  legal 
liability,  much  of  which  stems  from 
reporting  requirements  imposed  by  the 
Sarbanes-Oxley  Act. 

"I'm  hearing  [chief  executives]  for  the 
first  time  say  it's  easier  to  build  a  great  company  when  it's  private 
than  public,"  says  Drury,  who  runs  his  firm  out  of  Chicago. 

The  pendulum  has  swung  away  from  U.S.  public  ownership 
with  startling  speed.  Nine  of  the  ten  top  leveraged  buyouts  ever 
have  taken  place  since  the  beginning  of  last  year  (KKRs  1988  pur- 
chase of  RJR  Nabisco  is  the  exception).  The  number  of  initial 
public  offerings  in  New  York  is  off  7%  in  2006,  even  as  London's 
is  up  126%,  says  Dealogic.  In  2000  seven  of  the  top  ten  non-US. 
public  offerings  listed  in  New  York.  This  year  only  one  has. 

The  consolation  for  people  who  make  their  living  from  the 
public  securities  market  is  that  someday  the  private  equity  firms 
will  want  to  cash  out — and  one  way  to  do  that  is  to  sell  shares  to 
the  public.  F 


Seller's  Market  

A  decade  back,  going  public  in  the  U.S.  and  sitting  on  an  American  corporation's  board  were  the  hottest  tickets  in  business. 
These  days  boards  are  going  begging  for  directors,  public  firms  are  going  private  and  New  York  is  eating  London's  dust. 
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"Heart  disease  is 
the  #1  health  problem 
in  America.  Stroke  is  #3. 

Lipitor  helps  reduce 
the  risk  of  both." 

DR.  ROBERT  JARVIK  ~  inventor  of  the  jarvik  artificial  heart 


Unlike  some  cholesterol-lowering  medications,  Lipitor  has  been  approved  to  reduce  the  risk  of  heart  attack  and 
stroke  if  you  have  several  common  risk  factors  for  heart  disease.  Risk  factors  include  family  history,  high  blood 
pressure,  age,  low  HDL  ('good'  cholesterol)  or  smoking.  Along  with  diet  and  exercise,  Lipitor  lowers  bad 
cholesterol  39-60%.* 

•Average  ettect  depending  on  dose 


IMPORTANT  INFORMATION:  LIPITOR  is  a 
prescription  drug.  It  is  used  in  patients  with  multiple 
risk  factors  for  heart  disease  such  as  family  history, 
high  blood  pressure,  age,  low  HDL  ('good'  cholesterol) 
or  smoking  to  reduce  the  risk  of  heart  attack  and 
stroke.  When  diet  and  exercise  alone  are  not 
enough,  LIPITOR  is  used  along  with  a  low-fat  diet 
and  exercise  to  lower  cholesterol. 

LIPITOR  is  not  for  everyone.  It  is  not  for  those 
with  liver  problems.  And  it  is  not  for  women  who 
are  nursing,  pregnant  or  may  become  pregnant.  If 
you  take  LIPITOR,  tell  your  doctor  if  you  feel  any 
new  muscle  pain  or  weakness.  This  could  be  a  sign 
of  rare  but  serious  muscle  side  effects. 


Tell  your  doctor  about  all  of  the  medicines  you  take. 
This  may  help  avoid  serious  drug  interactions.  Your 
doctor  should  do  blood  tests  to  check  vour  liver 
function  before  and  during  treatment  and  may 
adjust  your  dose.  The  most  common  side  effects 
are  gas,  constipation,  stomach  pain  and  heartburn. 
They  tend  to  be  mild  and  often  go  away. 

Please  see  additional  important  information  on  next  page. 

When  diet  and  exercise  are  not  enough,  adding 
LIPITOR  can  help.  LIPITOR  is  one  of  many 
cholesterol-lowering  treatment  options  that  you 
and  your  doctor  can  consider. 


Could  you  be  doing  more.. .with  Lipitor? 

Ask  your  doctor.  Call  1-888-LIPITOR  (1-888-547-4867).  Or  find  us  on  the  web  at  wwwlipitor.com 


Free  Trial  Offer 

Go  to  www.lipitor.com  for  more  information. 


atorvastat/'n  calcium 

teifolsts 


Uninsured?  Need  help  paying  for  medicine?  Pfizer  has  programs  that  can  help,  i<®|  r  • 
no  matter  your  age  or  income.  You  may  even  qualify  for  free  Pfizer  medicines.  h©lpi  Ul 
Call  1-866-706-2400.  Or  visit  www.pfizerhelpfulanswers.com.  QflSWerS 


©  2006  Pfizer  Inc.  All  rights  reserved.  LP27879I  A 


IMPORTANT  FACTS  @ 


atorvastat/n  calcium 


(LIP-ih-tore) 


LOWERING  YOUR 
HIGH  CHOLESTEROL 

High  cholesterol  is  more  than  just  a  number,  it's  a  risk 
factor  that  should  not  be  ignored.  If  your  doctor  said 
you  have  high  cholesterol,  you  may  be  at  an  increased 
risk  for  heart  attack.  But  the  good  news  is,  you  can 
take  steps  to  lower  your  cholesterol. 

With  the  help  of  your  doctor  and  a  cholesterol-lowering 
medicine  like  LIPITOR,  along  with  diet  and  exercise, 
you  could  be  on  your  way  to  lowering  your  cholesterol. 

Ready  to  start  eating  right  and  exercising  more?  Talk  to 
your  doctor  and  visit  the  American  Heart  Association 
at  www.americanheart.org. 

s  S 

WHO  IS  LIPITOR  FOR?  ' 

Who  can  take  LIPITOR: 

•  People  who  cannot  lower  their  cholesterol  enough 
with  diet  and  exercise 

•  Adults  and  children  over  10 

Who  should  NOT  take  LIPITOR: 

•  Women  who  are  pregnant,  may  be  pregnant,  or  may 
become  pregnant.  LIPITOR  may  harm  your  unborn 
baby.  If  you  become  pregnant,  stop  LjPITOR  and 
call  your  doctor  right  away. 

•  Women  who  are  breast-feeding.  LEPITOR  can  pass 
into  your  breast  milk  and  may  harm  your  baby. 

•  People  with  liver  problems 

•  People  allergic  to  anything  in  LIPITOR 

*  s 

BEFORE  YOU  START  LIPITOR  ' 

Tell  your  doctor: 

•  About  all  medications  you  take,  including 
prescriptions,  over-the-counter  medications, 
vitamins,  and  herbal  supplements 

•  If  you  have  muscle  aches  or  weakness 

•  If  you  drink  more  than  2  alcoholic  drinks  a  day 

•  If  you  have  diabetes  or  kidney  problems 

•  If  you  have  a  thyroid  problem 

^  / 

ABOUT  LIPITOR  ' 

LIPITOR  is  a  prescription  medicine.  Along  with  diet 
and  exercise,  it  lowers  "bad"  cholesterol  in  your  blood. 
It  can  also  raise  "good"  cholesterol  (HDL-C). 

LrPLTOR  can  lower  the  risk  of  heart  attack  or  stroke  in 
patients  who  have  risk  factors  for  heart  disease  such  as: 

•  age,  smoking,  high  blood  pressure,  low  HDL-C, 
heart  disease  in  the  family,  or 

•  diabetes  with  risk  factor  such  as  eye 
problems,  kidney  problems,  smoking,  or 
high  blood  pressure 

»  ™  > 

LP278791-A 


POSSIBLE  SIDE  EFFECTS 
OF  LIPITOR 

Serious  side  effects  in  a  small  number  of  people: 

•  Muscle  problems  that  can  lead  to  kidney  problems, 
including  kidney  failure.  Your  chance  for  muscle 
problems  is  higher  if  you  take  certain  other  medicines 
with  LIPITOR. 

•  Liver  problems.  Your  doctor  may  do  blood  tests 
to  check  your  liver  before  you  start  LIPITOR  and 
while  you  are  taking  it. 

Symptoms  of  muscle  or  liver  problems  include: 

•  Unexplained  muscle  weakness  or  pain,  especially 
if  you  have  a  fever  or  feel  very  tired 

•  Nausea,  vomiting,  or  stomach  pain 

•  Brown  or  dark-colored  urine 

•  Feeling  more  tired  than  usual 

•  Your  skin  and  the  whites  of  your  eyes  turn  yellow 
If  you  have  these  symptoms,  call  your  doctor 
right  away. 

The  most  common  side  effects  of  LIPITOR  are: 

•  Headache  •  Constipation 

•  Diarrhea,  gas        •  Upset  stomach  and  stomach  pain 

•  Rash  •  Muscle  and  joint  pain 
Side  effects  are  usually  mild  and  may  go  away  by 
themselves.  Fewer  than  3  people  out  of  100  stopped 
taking  LIPITOR  because  of  side  effects. 

 s 

HOW  TO  TAKE  LIPITOR  ' 

Do: 

•  Take  LfPITOR  as  prescribed  by  your  doctor. 

•  Try  to  eat  heart-healthy  foods  while  you  take  LjPITOR. 

•  Take  LIPITOR  at  any  time  of  day,  with  or  without  food. 

•  If  you  miss  a  dose,  take  it  as  soon  as  you  remember. 
But  if  it  has  been  more  than  12  hours  since  your  missed 
dose,  wait.  Take  the  next  dose  at  your  regular  time. 

Don't: 

•  Do  not  change  or  stop  your  dose  before  talking  to 
your  doctor. 

•  Do  not  start  new  medicines  before  talking  to  your  doctor. 

•  Do  not  give  your  LIPITOR  to  other  people.  It  may 
harm  them  even  if  your  problems  are  the  same. 

•  Do  not  break  the  tablet. 


NEED  MORE  INFORMATION? 

•  Ask  your  doctor  or  health  care  provider. 

•  Talk  to  your  pharmacist. 

•  Go  to  www.lipitor.com  or  call  1-888-LIPITOR. 


Manufactured  by  Pfizer  Ireland  Pharmaceuticals  Rx  only 
Dublin,  Ireland 

Distributed  by  Parke-Davis.  Division  of  Pfizer  Inc. 

New  York,  NY  10017  USA 

©  2005  Pfizer  Ireland  Pharmaceuticals 

All  rights  reserved.  Printed  in  USA. 
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Board  Hoppers 


Outfront 


A  shame  that  Patricia  Dunn  had  to  leave  Hewlett-Packard's  board.  Women  are  badly  underrepresented 
in  the  ranks  of  corporate  directors,  accounting  for  only  15%  of  seats  at  S&P  500  companies,  down  by  a 
percentage  point  from  2004.  Some  of  them,  moreover,  are  stretched  thin.  Here,  with  help  from  executive  search 
firm  Spencer  Stuart,  we  have  assembled  a  list  of  women  serving  on  at  least  four  big-company  boards. 

—Claire  Cain  Miller 


JACKIE  M.  WARD 

Bank  of  America 
Sanmina-SCI 
Sysco 
WellPoint 
Equifax 
Flowers  Foods 


ROZANNE  R  IDG  WAY 

3M 
Boeing 
Emerson 
Sara  Lee 
Manpower 


SHIRLEY  ANN  JACKSON 

FedEx 
IBM 
Marathon  Oil 
Medtronic 
PSEG 
NYSE 


ANN  REESE 

CBS 
Merrill  Lynch 
Sears  Holdings 

Xerox 
Jones  Apparel 


ELLEN  F UTTER 

AIG 
Con  Edison 
JPMorgan  Chase 
Viacom 


City  of  Nannies 


WHAT  DID  THEY  PUT  IN  THE  CHICAGO  WATER  SUPPLY? 
The  city  of  steel,  stockyards  and  steak  houses  has  turned 
into  a  Midwest  outpost  of  Hollywood  liberal  causes. 
The  50-member  City  Council  is  producing  a  spate  of 
behavioral-control  proposals,  from  regulating  what 
Chicagoans  eat  to  how  they  monitor  their  dogs.  Its  taking  all  of 
Mayor  Richard  M.  Daley's  energy  to  keep  the  City  of  Big 
Shoulders  from  becoming  the  Nanny  City. 

The  mayor,  a  moderate  Democrat,  scrambled  for  a  month  to 
marshal  support  for  his  September  veto  of  an  ordinance  requir- 
ing Wal-Mart  and  Target  to  pay  Chicago  employees  a  "living  wage." 
Daley's  stance:  It's  not  Chicago's  job  to  reform  the  labor  markets. 


But  Daley's  work  is  far  from  over.  Here  are  a  few  more  coun- 
cil efforts  to  run  people's  lives. 

LOVE  THAT  LIVER:  In  April  Chicago  banned  foie  gras,  the  delicacy 
made  from  fattened  livers  of  force-fed  ducks  and  geese. 
That  would  be  fowl  abuse.  "The  silliest  law  they've  ever 
passed,"  Daley  told  the  Chicago  Tribune.  Angry  chefs 
threatened  to  keep  the  dish  on  the  menu  in  protest,  and 
restaurateurs  filed  a  lawsuit  against  the  city.  It  seems  that 
none  of  the  fattened  liver  is  processed  in  Chicago  or  even  in 
Illinois.  Two  aldermen  obliged  Daley  with  a  proposal  to  repeal 
the  measure,  and  the  suit  is  on  hold  until  the  council  acts  again. 
MORE  BAD  FAT:  Putting  more  reins  on  restaurateurs,  another 
proposed  measure  would  ban  the  use  of  trans  fats,  which  may  or 
may  not  clog  arteries  faster  than  natural  fats.  The  measure's  cre- 
ator later  modified  the  proposal  to  limit  it  to  restaurants  owned 
by  companies  with  at  least  $20  million  in  sales.  So  McDonald's 
can't  sell  a  crisp  french  fry,  but  an  unfranchised  greasy  spoon  can. 
New  York  City's  planned  trans  ban  applies  to  all  restaurants. 
Daley  has  voiced  his  disapproval  of  the  proposal. 
SMOKED  OUT:  First,  Chicago  banned  restaurant  smoking;  now 
an  alderman  wants  to  add  cars  to  the  no-smoking  zone.  His 
measure  would  ban  drivers  from  smoking  in  their  cars  if  any 
passenger  is  under  the  age  of  8.  The  proposed  fine:  $100 
a  child. 

ROBO-DOG:  A  recent  council  proposal  would  require  dog  owners 
to  insert  microchips,  costing  $10  to  $40,  into  the  scruffs  of  their 
pooches'  necks  as  identification. 

As  yet  there  is  no  proposal  to  mandate  ID  chips  for 
children.  —Miriam  Gottfried 
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No  thanks:  GM's  G.  Richard  Wagoner  Jr. 


Too  bad:  Carlos  Ghosn  of  Nissan  and  Renault. 


HOLDING  HANDS 

Secrets  of  a  Happy  Marriage 

What  General  Motors  missed  by  breaking  off  talks  with  Renault  and  Nissan. 

By  Joann  Muller 

GENERAL  MOTORS'  FLIRTATION  WITH  NISSAN  AND  RENAULT  HAD  PLENTY  OF  GOOD  REASONS  TO  FALL  APART,  AMONG  THEM 
the  incredible  complexity  of  making  alliances  work.  And  yet  Nissan  and  Renault  have  managed  to  make  their  seven-year-old  partner- 
ship succeed.  In  so  doing  they  offer  lessons  in  global  partnerships  that  might  be  copied  by  other  industries.  Not  a  merger  or  a  joint 
venture,  their  model  is  something  totally  different:  an  intimate  relationship  that  allows  each  company  to  remain  independent.  For  sure,  the 
Renault-Nissan  alliance  benefits  from  each  company  having  an  equity  stake  in  the  other,  and  they  answer  to  the  same  boss,  Carlos  Ghosn. 
Here's  what  GM  missed  and,  perhaps,  what  Ford  Motor  can  expect  if  it  were  to  explore  an  alliance  with  Renault  and  Nissan. 

DON'T  FORCE  IT 

The  easiest  way  to  kill  an 
alliance  is  to  force  people  to 
work  together,  especially 
engineers,  who  tend  to  suf- 
fer from  the  "Not  Invented 
Here  Syndrome,"  says  Mit- 
suhiko  Yamashita,  Nissan's 
executive  vice  president  for 
research  and  development. 
"This  is  not  God  command- 
ing the  companies  to  coop- 
erate," agrees  Patrick  Pelata, 

executive  vice  president  for  planning  at  Renault.  Ghosn  sets  profit  targets,  then  lets  managers  decide  how  to  achieve  them.  Eventu- 
ally most  figure  out  that  they  can  benchmark  performance  set  by  their  alliance  partner.  In  2004  Renault,  for  instance,  had  lower  prod- 
uct development  costs  than  Nissan,  yet  its  pretax,  preinterest  margin  was  half  Nissan's  industry-leading  10%  (and  fell  as  low  as  2.7% 
in  the  first  half  of  2006).  A  study  revealed  that  Renault  had  terrible  inefficiencies  elsewhere,  such  as  in  logistics  and  marketing.  It's  now 
fixing  them  in  a  bid  to  boost  margins  to  6%. 

DON'T  FIX  IT  IF  YOU  DON'T  HAVE  TO 

Sometimes,  eliminating  complexity  just  isn't  worth  the  trouble.  Executives  at  Renault  and  Nissan  figured  it  made  sense  for  their  com- 
panies to  use  the  same  kinds  of  fasteners  on  all  their  vehicles.  But  when  managers  investigated,  they  found  that  savings  on  each  bolt 
would  be  minimal.  And  switching  to  common  fasteners  would  require  new  equipment  in  every  factory  around  the  world.  "We  would 
have  to  invest  so  much  and  it  was  so  dangerous  to  quality  that  it  wasn't  worth  it,"  says  Pelata. 

AVOID  TOO  MANY  COOKS 

Collaboration  has  its  limitations  when  you  want  to  invent  something  new.  Better  to  agree  on  common  specs,  then  let  one  company 
design  the  part,  Yamashita  says.  Thus  Renault  handles  diesel  engine  development  while  Nissan  focuses  on  gas  engines.  Each  company 
buys  some  engines  from  the  other.  The  companies  once  had  29  engines  between  them;  the  goal  is  to  share  just  8. 

EVERYBODY  WINS,  OR  NOBODY  PLAYS 

Friction  between  the  two  companies  isn't  unknown,  but  Ghosn  vows  that  no  decision  will  be  made  that  benefits  one  partner  at  the 
expense  of  the  other.  So  when  Renault's  Korean  subsidiary,  Renault  Samsung,  wanted  to  export  a  Korean-built  car  (which  happened  to 
be  based  on  a  Nissan  chassis),  Nissan  balked.  It  was  already  exporting  a  higher-cost  Japanese  version  of  the  car  to  several  countries  and 
worried  that  Renault  Samsung  would  cannibalize  sales.  To  satisfy  both  sides,  they  decided  to  shift  production  of  the  Nissan  model  from 
Japan  to  Renault's  Korean  plant.  That  boosted  Renault's  factory  utilization  and  freed  up  Nissan's  Japanese  factory  to  build  another  model. 

TALK,  TALK,  TALK 

Renault  and  Nissan  try  to  keep  their  exchanges  informal  and  flexible.  But  without  some  structure,  chaos  would  ensue.  Committees 
meet  regularly  to  dig  for  joint  savings  and  make  sure  the  companies  aren't  duplicating  efforts.  Once,  for  instance,  Renault  designers 
were  horrified  to  discover  they  had  designed  an  instrument  panel  that  looked  too  similar  to  one  Nissan  had  developed.  Fortunately, 
they  had  time  to  rethink  it,  says  Patrick  le  Quement,  Renault's  design  director.  F 
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TheStandarcT 

Positively  different. 

Insurance.  Retirement. 
Investments  &  Advice. 


DISABILITY        LIFE  DENTAL 

Employees  depend  on  you  to  make  the  right  decisions  about  their  benefits.  You  can 
count  on  us  for  financial  strength,  security  and  superior  service.  After  all,  we've  been 
providing  them  to  our  customers  for  100  years.  For  group  disability,  life  and  dental 
insurance,  we  are  The  Standard.  800.633.8575  standard.com 


The  Standard  is  a  marketing  name  for  StanCorp  Financial  Group,  Inc.  and  subsidiaries.  Insurance  products  are  offered  by  Standard  Insurance  Company  of 
Portland,  Ore.  in  all  states  except  New  York,  where  insurance  products  are  offered  by  The  Standard  Life  Insurance  Company  of  New  York  of  White  Plains,  N.Y 
Investment  services  are  offered  through  StanCorp  Investment  Advisers  of  Portland,  Ore.  Product  features  and  availability  vary  by  state  and  company,  and  are 
solely  the  responsibility  of  each  subsidiary. 


■  TALKING  HEADS 


Bombs  Over  Anchorage 

The  dispute  over  Brooke  Astor's  assets  has  taken  some  strange  turns, 
but  it  probably  won't  involve  Warsaw  Pact-era  military  jets  and  rocket 
pod  launchers.  That  distinction  belongs  to  May  Smith,  the  elderly 
widow  of  a  wealthy  Australian  mining  baron  and  orchid  collector. 

Mark  J.  Avery,  an  Anchorage  lawyer  and  co-trustee  of  Smiths 
multimillion-dollar  trust,  is  accused  in  a  San  Francisco  lawsuit 
(brought  by  his  co-trustees)  of  using  $52  million  in  trust  assets  to 
purchase,  among  other  things,  a  fleet  of  at  least  eight  Czech-made 
two-seater  Aero  Vodochody  L-39  military  jets,  aircraft  made  behind 
the  Iron  Curtain  during  the  1970s,  with  plans  to  buy  more.  In  a  raid 
on  a  hangar  in  Alaska,  federal  agents  also  found  two  rocket  pod 
launchers  for  the  L-39s,  each  capable  of  holding  16  rockets.  The 
launchers  were  bought  on  Ebay  for  an  estimated  $2,890  each. 

Avery  isn't  talking,  but  in  an  e-mail  to  his  co-trustees  filed  in 
court  he  denied  that  he  did  anything  wrong.  Those  trustees,  John  P. 
Collins  Jr.  and  N.  Dale  Matheny,  have  said  that  they  all  agreed  to  buy 
two  or  three  long-range  planes  for  Smith,  who  was  living  in  the 
Bahamas,  in  case  of  an  emergency.  But  then,  they  claim,  Avery 
transferred  $15  million  into  his  law  firm's  account,  the  first  of  a  total 
of  $52  million  he  eventually  wired  into  accounts  held  by  companies 
he  controlled.  In  summer  2005  he  purchased  air  charter  company 
Security  Aviation  along  with  at  least  one  Gulfstream  jet,  That  com- 
pany or  Avery-controlled  affiliates  then  bought  the  vintage  planes. 

For  what  purpose?  Employees  of  Security  Aviation  have  testified 
that  the  company  kicked  around  plans  to  use  the  military  planes  for 
training  exercises  for  the  Air  Force  or  to  secure  a  contract  with  the 
United  Nations  to  train  pilots  for  regional  conflicts.  And  the  rocket 
launchers?  Just  an  unusable  toy  and  therefore  legal,  claimed  Security 
Aviation  and  an  Avery  consultant,  who  were  acquitted  in  May  of 
possessing  an  unregistered  destructive  device. 

A  judge  in  San  Francisco  has  temporarily  suspended  Avery  from 
his  trusteeship  and  ordered  him  not  to  sell  any  of  the  assets.  May 
Smith  died  in  July.  It's  unclear  what  will  become  of  the  trust— or  the 
planes.  —David  Armstrong 

54      FORBES      OCTOBER  30,  2006 


iPod,  Beware 

Japanese  listen  to  music  on 
their  cell  phones.  Will  that 
idea  take  off  here? 

By  Chaniga  Vorasarun 


I  S  KING  IPOD  IN  DANGER  OF  LOSING  ITS 
if  throne?  The  gleaming  white  case  seems  to 
R  peek  out  of  every  pocket,  purse  and  back- 
pack— at  least  in  America.  But  in  Asia  music 
lovers  carry  their  tunes  around  in  their  mobile 
phones,  downloading  them  from  the  airwaves 
rather  than  online.  Now  this  trend  is  coming  to 
America:  Two  carriers  offer  mobile  music  serv- 
ices and  both  Apple  Computer  and  Microsoft 
are  expected  to  launch  cell  phones  that  can 
download  and  play  songs. 

Like  most  mobile  phone  ideas,  this  one 
started  in  Japan,  more  advanced  than  the  U.S. 
in  wireless  data  services  and  in  cell  phone  fea- 
tures. This  year  a  third  of  downloaded  music 
sales  in  Japan  came  from  full  songs  sent  to 
mobile  phones.  Online  downloads  to  iPods  or 
other  digital  music  players  accounted  for  only 
9%;  sales  of  ringtones  made  up  the  rest, 
according  to  the  International  Federation  of 
the  Phonographic  Industry.  Meanwhile,  sales  of 
CDs,  the  first  form  of  mass-market  digital  music, 
have  fallen  every  year  since  2000,  slipping 
another  6%  last  year. 

Sprint  launched  the  first  cell  phone  music 
service  in  the  U.S.  last  October  and  captured 
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1%  of  downloaded-music  sales  for  2005 
in  three  months.  (Ringtones  accounted  for 
31%,  and  iPods  and  other  digital  players 
grabbed  68%.)  In  January  Verizon  picked 
up  the  beat  with  its  VCast  music  service, 
which  allows  mobile  phone  customers  to 
choose  from  its  library  of  1.4  million 
songs.  The  main  handset  marketed  with 
VCast— the  LG  Chocolate  phone— looks 
like  an  iPod.  Unlike  iPod  customers,  VCast 
customers  can  add  a  song  without  having 
to  go  home  and  log  on  to  a  computer. 
Downside:  VCast  charges  two  bucks  a 
song,  double  the  Apple  price,  and  can 


squeeze  only  30  songs  onto  the  basic 
Chocolate  model. 

More  sophisticated  phones  could  sepa- 
rate many  more  people  from  their  iPods. 
Nokia  has  slowly  been  making  available  its 
N91  model  in  the  U.S.  The  phone  holds  3,000 
songs,  rivaling  the  capacity  of  phones  that 
have  long  been  available  in  Europe  and  Asia. 
For  Christmas  Nokia  plans  to  unveil  a  hand- 
set that  will  hold  up  to  6,000  songs. 

Analysts  tell  us  that  Apple,  hedging 
its  bets,  will  soon  introduce  a  music 
mobile  phone  called  the  iPhone.  They 
speculate  that  Microsoft  will  launch  one, 


too,  to  complement  its  Zune  Marketplace 
online  record  store,  its  answer  to  Apple's 
iTunes. 

Still,  the  mighty  iPod,  of  which  60  mil 
lion  have  been  sold,  looks  secure  for  some 
time.  "The  penetration  of  the  iPod  and  the 
investment  that  customers  have  in  their 
digital  music  collection — the  sheer  num- 
ber of  songs  that  have  been  downloaded 
from  iTunes — will  be  hard  to  replicate  in 
the  handset,"  says  Steven  Lidberg,  an 
Apple  analyst  at  Pacific  Crest.  F 

Additional  reporting  by  Susan  J.  Cunningham 


EMERGING  MARKET 


A  New  Ho  Chi  Minh  Trail 

Vietnam  lures  U.S.  investment  because  it's  cheap,  it  has  lots 
of  people — and  it's  not  China  |  By  Tim  Kelly 


IETNAM  IS  STILL 
plagued  with  a  woeful 
infrastructure,  lots  of 


Communist-inspired  red  tape 
and  a  level  of  corruption  that 
rivals  Zimbabwe's.  So  why  are 
multinationals  like  Intel  and 
Alcoa  flocking  there?  Chalk  it 
up,  in  part,  as  a  hedge — 
against  China.  By  tapping  the 
disquiet  among  Western  and 
Asian  businesses  about  invest- 
ing too  much  in  that  fast- 
growing  but  unpredictable 
superpower,  Vietnam  has 


pulled  numerous  prospects 
its  way.  Sesto  E.  Vecchi,  an 
American  lawyer  in  Ho  Chi 
Minh  City,  tells  how  he  was 
recently  approached  by  a  U.S. 
door  manufacturer  that 
already  has  two  factories  in 
China  and  doesn't  want  a 
third  there.  "Vietnam  has 
been  very  subtle  but  very 
effective  in  capitalizing  on 
that,"  Vecchi  says. 

After  a  mid- 1 990s  boom 
that  flattened  out,  Vietnam  is 
hot  once  again.  The  country  is 


Laying  a  foundation:  workers  at 
a  project  near  Ho  Chi  Minh  City. 

expecting  $6.5  billion  in  for- 
eign direct  investment  this 
year,  up  from  $5.8  billion  last 
year  and  only  $1.2  billion  in 
2002.  And  it's  on  the  verge  of 
far  greater  growth.  Vietnam 
is  close  to  joining  the  World 
Trade  Organization,  and 
Congress  seems  ready  to 
permanendy  normalize  trade 
relations  with  the  country. 
In  November  President  Bush 
heads  to  Hanoi  for  the  annual 
summit  of  Asia-Pacific  leaders. 


The  anti-China  lure  is  just 
part  of  its  appeal.  Vietnam's 
population  of  83  million  is 
growing  by  a  million  folks  a 
year,  and  economic  growth 
that  exceeds  8%  a  year  is 
quickly  making  them  wealth- 
ier. On  the  streets  of  Ho  Chi 
Minh,  street  vendors  wearing 
conical  hats  now  rub  shoulders 
with  fashion-conscious  youths 
armed  with  Samsung  and  Mo- 
torola cell  phones.  The  rapid 
pace  of  change  is  grabbing  the 
attention  of  consumer-prod- 


ucts makers  eager  to  reach  the 
masses  and  the  two-thirds  of 
the  population  under  30. 
Procter  &  Gamble  operates  a 
500-worker  factory  making 
laundry  detergent,  shampoo 
and  diapers  for  the  Vietnam 
market,  while  a  Ford  Motor 
plant  run  by  a  Vietnamese 
outfit  can  pump  out  14,000 
vehicles  a  year.  Intel  is  spend- 
ing $300  million  to  build  a 
chip  plant. 

A  boom  in  retail  and  food 
oudets  is  likely  next.  There  are 
no  McDonalds,  Starbucks  or 
Gaps  because  Vietnam  forbids 
foreign  companies  from  dis- 
tributing their  own  products 
and  running  their  own  stores. 
But  after  it  joins  the  WTO, 
Vietnam  will  be  expected  to 
abolish  these  rules  as  of  Jan.  1, 
2009.  Wal-Mart,  the  worlds 
biggest  retailer,  is  mulling 
store  openings,  too,  according 
to  the  Vietnam  Chamber  of 
Commerce  &  Industry. 

Individual  investors  also 
are  making  bets  on  Vietnam. 
Foreigners  may  own  up  to 
49%  of  a  company's  stock;  in 
October  they  accounted  for  a 
quarter  of  the  value  of  trans- 
actions on  the  Vietnam  Stock 
Exchange.  Hanoi  has  privatized 
2,000  businesses  and  expects 
to  sell  another  2,000  by  the  end 
of  2008.  F 
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Driving  Machine* 


traducing  the  most  powerful  BMW  3  Series  Coupe  ever.  It's  a 
ilance  of  breathtaking  design  on  the  outside  and  endorphin- 
oducing  technology  on  the  inside.  The  all-new  Coupe's 
)0-hp  inline  six-cylinder,  twin-turbo  engine  is  more  powerful  yet 
el-efficient.  Without  adding  incremental  weight,  the  new  high 


tech  steel  body  improves  both  handling  and  agility.  Its  advanced 
automatic  transmission  shifts  in  milliseconds  for  a  smoother  ride. 
And  with  Run-flat  tires  come  the  confidence  and  convenience 
of  driving  up  to  1 50  miles  on  a  flat.  As  an  independent  company,  we 
make  sure  great  ideas  live  on  to  become  ultimate  driving  machines. 


v&lnvestina 


ANY  PEOPLE  LIVE  IN  FEAR  OF  THE  DAY  WHEN  THEY 
are  taken  over  by  a  buyout  firm.  For  Vikram  Mehta,  it 
was  a  dream  come  true.  By  late  2004  Mehta  was  lost 
inside  Nortel  Networks,  the  $10  billion  (revenue)  telecommu- 
nications equipment  firm  in  Canada.  Mehta  ran  a  troubled 
$50  million  appendix  that  sold  switches  for  a  new  kind  of  low- 
cost  computer  server.  Nortel's  management  had  no  time  for  this 
trifle.  It  was  still  working  through  the  effects  of  massive  layoffs 
and  $30  billion  in  losses  and  writedowns  since  2001.  "The  house 
was  on  fire,  and  there  I  was  working  on  this  little  garden  reno- 
vation project,"  says  Mehta. 

In  February  2006  private  equity  firm  Gar- 
nett  &  Helfrich  Capital  swooped  in  and  res- 
cued Mehta's  business.  G&H  injected  $30 
million  into  the  new  entity,  dubbed  Blade 
Network  Technologies,  in  exchange  for  60% 
of  the  equity.  Nortel  kept  25%,  Blade's  staff 
the  rest. 

David  Helfrich  saw  in  Mehta  a  commit- 
ted entrepreneur  with  "an  underutilized, 
unrecognized,  lazy  asset"  that  his  firm  could  turn  into  a 
$1  billion  company  someday.  "Usually  entrepreneurs  are  taken 
over  by  bureaucratic  organizations,"  says  Helfrich,  "but  [Mehta] 
is  being  let  free." 

Garnett  and  Helfrich  launched  their  firm  in  April  2004  with 
$250  million,  on  the  premise  that  they  could  find  promising 
technologies  that  had  been  neglected  or  cast  aside,  then  build 
companies  around  them.  For  the  same  cost  as  starting  a  new 
firm,  the  former  venture  capitalists  figured  they  could  get  a  busi- 
ness with  customers  and  revenue.  "We  thought  we  cracked  the 
code  for  a  new  asset  class,"  says  Helfrich.  They  even  came  up  with 
a  new  moniker  for  it:  venture  buyout. 

Last  year  the  duo  bought  Ingres,  an  open-source  database, 
from  Computer  Associates,  and  Wyse  Technology,  a  company 
that  aims  to  move  desktop  computing  functions  to  large  data 
centers.  Opportunities  seem  so  abundant  that  they  added  $100 
million  to  their  fund  in  September  2005  and  plan  to  raise  another 
$850  million  this  fall. 

The  rush  of  private  equity  deals  in  technology,  the  biggest 
ever  being  the  recent  $17.6  billion  purchase  of  Freescale  Semi- 
conductor by  a  consortium  led  by  the  Blackstone  Group,  is  a 
sign  that  public-market  investors  are  mispricing  some  very 
promising  assets.  Evidence:  The  top  20%  of  companies  in  the 
S&P  500,  ranked  by  their  price/earnings  ratios,  are  as  close  as 
they've  been  to  the  bottom  20%  since  1994.  "In  the  eyes  of  the 
public  market  everything  looks  equally  mediocre.  My  view  is 
different.  So  is  the  view  of  private  market  investors,"  says  Arnold 
(Arnie)  Berman,  a  tech  strategist  at  Cowen  &  Co. 

U.S.  buyout  firms  spent  $28  billion  on  tech  deals  last  year, 


PRIVATE  EQUITY 


~  The 

Rescue 

Squad 

Some  promising  technology 
businesses,  orphaned  inside 
giant  tech  firms,  are  just  aching 
to  be  discovered  by  buyout 
artists  By  Erika  Brown 

according  to  Dealogic,  a  sum  that  was  double  what  was  spent  in 
the  boom  year  of  2000.  This  year  looks  like  it  will  be  a  doozy,  too, 
as  new  funds  pile  in.  Rumor  has  it  Silver  Lake  Partners  is  set  to 
unleash  a  mammoth  $7  billion  to  $8  billion  large-cap  fund  and 
its  first  midmarket  fund  at  around  $1  billion;  the  firm  was  not 
available  for  comment.  (Roger  McNamee,  a  board  member  of 
Forbes  Media,  was  a  cofounder  of  Silver  Lake  but  is  no  longer 
active  in  it.)  Tech  specialists  such  as  Francisco  Partners  and  Vec- 
tor Capital  are  now  joined  by  Bain  Capital,  Golden  Gate  Capital, 
Kohlberg  Kravis  Roberts  and  Texas  Pacific  Group.  The  deals  they 
do  sound  like  snowboarding  tricks:  spinouts,  carve-outs  and 
reverse  mergers. 

In  August  Silver  Lake  agreed  to  acquire  IPC  Information  Sys- 
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terns,  a  trading  technology  firm,  from  GS  Capital  Partners  for 
$800  million.  That  same  month  Golden  Gate  Capital  scooped  up 
two  software  companies,  Systems  Union  Group  and  SSA  Global 
Technologies,  for  a  combined  cost  of  $2.2  billion.  In  April  Bain 
paid  $3  billion  to  Texas  Instruments  for  Sensata  Technologies, 
TI  s  sensors-and-controls  chip  division. 

Francisco  Partners,  founded  in  1999,  raised  a  $2.3  billion 
fund  in  April  to  go  after  small-to-large  buyouts  and  reverse 
mergers,  otherwise  known  as  companies  that  were  bought  in  the 
Age  of  Excess  that  no  longer  make  sense.  Francisco  has  done  a 
few  such  deals  already.  The  firm  undid  NetlQ's  $835  million 
acquisition  of  WebTrends  by  buying  the  analytics  software  com- 
pany from  NetlQ  for  $95  million  in  May  2005.  WebTrends 
reinvested  in  its  core  product,  which  it  now  delivers  over  the 
Internet.  Its  on  a  pace  to  gross  $80  million  this  year. 

Francisco  and  Texas  Pacific  Group  snagged  memory-chip 
maker  Smart  Modular  Technologies  from  Solectron  for 
$110  million  in  2004.  (Solectron  had  paid  $2  billion  five  years 
earlier.)  They  shut  down  a 

Technology's  Orphans 


residence.  In  November  a  new  chief  executive  took  over  at 
Nortel  and  pushed  the  deal  through.  In  February  the  carve-out 
was  finalized  and  Mehta  became  chief  executive  of  Blade. 

Mehta  leased  a  building  in  Santa  Clara,  Calif,  and  took  with 
him  40  of  his  42  employees  (half  of  them  engineers)  and  a  data 
center  full  of  equipment.  He  got  the  phones  turned  on,  bought 
new  furniture  and  recruited  another  45  employees  to  fill  out  the 
skills  he  could  no  longer  get  from  Nortel. 

In  March  Helfrich  and  Mehta  flew  to  IBM's  blade  server  unit 
in  North  Carolina.  IBM  buys  half  of  Blade's  switches  and  builds 
them  into  its  servers.  Helfrich  was  able  to  convince  IBM  that 
Blade  had  strong  backers  and  was  no  flaky  startup.  The  next  day 
Helfrich  and  Mehta  flew  to  Charlotte  to  see  Solectron,  which 
manufactures  Blade's  switches.  They  renegotiated  terms  and 
made  sure  Solectron  was  committed  to  fixing  the  quality  prob- 
lems in  past  products. 

Helfrich  says  he's  getting  calls  from  other  financiers  who  want 
to  invest  in  Blade,  but  Garnett  wants  to  wait  until  Mehta  builds 


Here  are  a  few  tech  outfits  that  could  use  some  love.  Their  stocks  might  jump  if  a  private  equity 
firm  or  another  tech  giant  decides  to  buy.  That's  not  likely  for  Dell,  but  it  sure  looks  cheap. 
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COMPANY/BUSINESS 

RECENT 

HIGH 

MULTIPLE 

I  BROCADE  COMMUNICATIONS  SYSTEMS/computer  networking 

$7.06 

$7.20 

13 

1  CA  INC/software 

23.69 

29.71 

18 

1  DELL/computers 

22.84 

34.50 

11 

1  EXTREME  NETWORKS/computer  networking 

3.63 

5.30 

10 

j  QUEST  SOFTWARE/software 

14.28 

18.20 

10 

|  STMICROELEaRONICS/semiconductors 

17.26 

19.90 

6 

1  TELLABS/telecom  equipment 

10.96 

17.28 

8 

1  TREND  MICR02/software 

29.11 

41.75 

11 

few  divisions  and  listed  its 
shares  on  Nasdaq  in  Feb- 
ruary. Smart  now  carries  a 
$540  million  valuation. 
"We  tell  these  companies, 
'It's  addition  by  subtrac- 
tion. Your  price-to-earn- 
ings  ratio  will  go  up  as  you 
get  more  streamlined,'" 
says  Francisco  partner 
Dipanjan  Deb. 

Tech  buyout  funds 
have  the  potential  for  big 
payouts:  Returns  for  the  12 
months  ended  in  March 
averaged  27%,  before  the 
hefty  fees  the  dealsters 
command.  But  the  height- 
ened competition  will 

likely  crimp  that  number  as  deal  prices  rise.  Acquiring  technol- 
ogy is  trickier  than  buying  pickle  factories:  Precious  talent  can 
easily  flee,  and  smart  ideas  get  obsolete  quickly.  Exits  are  an  issue, 
too.  Last  year  the  public  markets  saw  just  1 1  new  venture-backed 
tech  listings,  down  93%  from  1999. 

Garnett  &  Helfrich  went  back  and  forth  with  Nortel  for  15 
months  before  cutting  the  deal  for  Vikram  Mehta's  business  in 
February.  An  accounting  scandal  had  management  nervous, 
and  every  few  months  there  was  a  new  executive  running 
the  show. 

Mehta's  business  was  suffering.  His  products,  which  link 
"blade"  servers  (compact  computers  designed  to  be  installed 
densely  in  racks),  were  arriving  late,  and  his  customers — all  two 
of  them,  HP  and  IBM — were  threatening  to  depart.  Revenue  fell 
from  $50  million  in  2004  to  $40  million  in  2005,  and  Nortel  was 
starving  him  of  working  capital.  Mehta  quit  Nortel  in  June  2005 
and  went  to  work  for  Garnett  &  Helfrich  as  an  entrepreneur-in- 


PRICE 


Prices  as  of  Sept.  29.  'Enterprise  value  (market  value  less  net  debt)  divided  by  operating  income  (earnings  before 
interest,  taxes,  depreciation  and  amortization).  2American  Depositary  Receipt.  Sources:  Walter  Pritchard,  Cowen  & 
Co.;  Nikos  Theodosopoulos,  UBS  Securities;  Forbes;  Reuters  Fundamentals  via  FactSet  Research  Systems. 

out  the  software.  "Otherwise,"  says  Garnett,  "we'll  just  be  a  com- 
modity hardware  play,"  and  the  valuation  will  be  low. 

So  far  Blade  is  doing  well.  Revenue  is  up  to  an  annual  rate  of 
$70  million.  Mehta  is  building  a  new  kind  of  switch  for  storage 
devices,  which  should  double  the  size  of  his  market.  A  public 
offering  could  be  two  to  three  years  away. 

Meanwhile,  G&H  is  working  on  other  deals.  Garnett  has 
made  a  bid  for  a  business  Nortel  bought  for  $7.8  billion  at  the 
height  of  the  boom,  Alteon  WebSystems.  The  offer  is  less  than 
$100  million.  Nortel  has  not  been  receptive.  It's  no  wonder,  says 
Helfrich.  "We  are  asking  them  to  trust  us  to  run  an  organization 
that  is  floundering  inside  their  organization.  It  means  going  to 
the  chief  executive  and  saying,  'You  are  not  succeeding.'" 

Garnett  says  the  same  thing  is  going  on  at  big  tech  companies 
all  around  the  world.  "It's  tragic,"  he  says.  "They're  sitting  on  their 
hands.  It's  hard  to  bring  yourself  to  sell  a  losing  stock  But  time  is  of 
the  essence.  If  you  sit  on  it  for  a  year,  it  will  vaporize  on  you."  F 
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An  interview  with 
Jonathan  Rose,  President, 
The  Capital  Gold  Group, 
and  precious  metals 
investment  strategist 


KOTHING  BEATS  GOLD  FOR  PRESERVATION  OF  WEALTH 


"ou've  worked  hard  for  your  money.  You  probably  want  to 
see  it  provide  for  you  for  the  rest  of  your  life  and  continue 
to  help  your  family  afterward.  Jonathan  Rose  says  that  you 
can  help  to  make  this  happen  by  diversifying  your  portfolio  to 
I  elude  gold  coins  and  bullion. 

I:  Can  you  explain  gold's  ability  to  protect  purchasing  power? 
Is  Most  financial  advisors  say  that  you  need  between  60%  and  80%  of 
mr  current  income  to  maintain  your  lifestyle  in  retirement.  So  people 
ally  should  be  concerned  about  inflation.  Gold  has  an  impressive  abil- 
V  to  retain  its  value.  For  example,  in  1920  a  man  could  buy  a  suit  with 
pier  a  $20  bill  or  a  $20  gold  coin,  which  was  in  circulation  then.  In 
1)06,  a  man  can't  even  buy  a  shirt  with  a  $20  bill.  But  with  a  $20  gold 
iece,  which  at  today's  rates  is  worth  in  the  neighborhood  of  $500  or 
lore,  depending  on  its  condition,  he  can  still  buy  a  suit. 

It  would  seem  that  relying  solely  on  dollar-based  investments 
ight  be  harmful.  Is  that  correct? 

The  value  of  a  dollar  is  directly  affected  by  global  economics  and  pol- 
es. The  U.S.  is  now  running  an  historic  deficit  that  is  being  funded, 
large  part,  by  the  purchase  of  Treasury  bonds  by  China  and  Japan, 
t  these  countries  have  slowed  their  rate  of  purchase,  and  you  have  to 
mder  how  many  more  dollars  they'll  take  and  where  the  U.S.  will 
se  more  money  if  they  don't  buy.  In  its  Global  Financial  Stability 
port  issued  in  September,  the  International  Monetary  Fund  said  that 
lisorderly  drop  in  the  dollar  —  and  those  are  the  IMF's  words  —  is 
:  biggest  risk  to  world  financial  markets  right  now.  Therefore, 
/estors  should  be  looking  for  safety. 


Q;  How  can  one  build  safety  into  an  investment  portfolio? 
Ai  Diversification  is  the  most  effective  way,  and  this  is  where  gold  really 
does  a  phenomenal  job.  Gold  prices  are  not  tied  to  interest  rates,  oil 
prices,  wars  or  similar  world  events  that  none  of  us  can  control.  So  that 
introduces  stability  to  a  portfolio.  At  The  Capital  Gold  Group,  our 
advisors  review  your  investment  objectives,  and  with  the  help  of  the 
knowledge  we  gain  through  continual  research  and  analysis  of  the  gold 
markets,  we  can  propose  the  gold  product  that  will  meet  your  needs 
best.  We  also  offer  IRA  accounts  backed  by  solid  gold,  which  introduce 
an  outstanding  element  of  safety  for  your  future.  H 
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MAKE  YOUR  CAPITAL  AS  SAFE  AS  GOLD 
CALL  1-800-510-9594. 

JUST  FOR  FORBES  READERS: 

Make  a  gold  purchase  and  we  will  add 
a  free  gold  coin  to  your  portfolio. 
Please  mention  code  FB- 103006 
when  you  contact  us. 


The  Capital  Gold  Group 
www.safeasgold.com 
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THE  FUNDS 


The  Index 
Insurgents 

The  race  to  build  a  better  index  fund  is  on.  David  Booth,  who  runs 
wonky  DFA#  says  the  answer  is  to  favor  small  value  By  Scott  Woolley 


ONE  OF  THE  GREAT  INNOVA- 
tions  in  finance  over  the  past 
half-century  was  the  index 
fund.  These  passive  portfo- 
lios track  the  market  at  low 
cost  and  do  an  astonishingly  good  job  of 
beating  actively  managed  portfolios.  The 
grand  pooh-bah  of  all  indexes,  the  S&P 
500,  has  bested  two-thirds  of  actively  man- 
aged funds  over  the  long  term.  Competi- 
tion in  the  S&P  index  fund  business  has 
sent  pricing  down  to  a  rock-bottom 
10  cents  a  year  per  $100  invested. 

This  market  is  a  little  too  commodity- 
like for  David  Booth,  the  chief  executive  of 
Dimensional  Financial  Advisors  in  Santa 
Monica,  Calif.  Booth  has  long  believed — 
"right  down  to  my  tippy  toes" — that  he 
can  beat  the  standard  S&P  fund.  For  the 
past  25  years  he  has  done  just  that,  with 
automatic -pilot  funds  that  resemble  S&P 
funds  but  tilt  toward  stocks  of  smaller 
companies  and/or  tilt  toward  value 
stocks,  those  being  the  ones  that  trade  at 
lower  multiples  of  book  value,  earnings  or 
dividends.  DFA  funds  command  slightly 
higher  fees  than  the  commodity  S&P  500 
offerings. 

This  has  been  a  good  business  for 
Booth,  59,  and  the  DFA's  recently  retired 
cofounder,  Rex  Sinquefield.  DFA's  success 
in  edging  past  standard  benchmarks  has 
drawn  in  $108  billion  in  assets,  yielding 
close  to  $300  million  a  year  in  revenue  to 
the  250-employee  firm.  Helping  to  market 
Booth's  products  are  the  two  illustrious 


academic  partners  who  do  the  theoretical 
work  behind  the  construction  of  DFA's 
portfolios:  Dartmouth's  Kenneth  French 
and  the  University  of  Chicago's  Eugene 
Fama.  In  the  French-Fama  view  the  stan- 
dard index  fund  is  flawed  by  its  blind  (and 
rigid)  weighting  by  market  capitalization. 

The  conventional  index  fund,  by  its 
nature,  is  compelled  to  load  up  on  stocks 
newly  added  to  the  index,  even  as  other 
index  funds  are  crowding  into  the  same 
names.  DFA  dodges  that  problem  by  con- 
structing its  own  baskets,  typ- 
ically with  several  hundred 
stocks. 

More  important,  standard 
index  funds  must  ignore  fun- 
damentals like  assets  and 
earnings  in  favor  of  tracking 
the  market's  passions  of  the 
moment.  That's  because  the 
S&P  500,  or  a  fund  designed 
to  track  it,  is  weighted  by  the 
market  capitalizations  of  the 
companies  in  it.  Thus  an 
index  fund  getting  a  slug  of 
new  money  in  early  2000  was 
obliged  to  put  a  large  amount 
of  the  cash  into  Sun  Micro- 
systems, because  Sun  was  a 
favorite  and  enjoyed  a  market 
capitalization  all  out  of  pro- 
portion to  its  sales  or  earn- 
ings. Those  late-arriving  index 
investors  fared  poorly. 

How  have  DFA's  customers 


fared?  Pretty  well,  at  least  over  long  time 
spans.  The  group's  largest  fund,  DFA  U.S. 
Small  Cap  Value,  has  outpaced  the  Russell 
2000  by  6.5  percentage  points  in  annual 
total  return  over  the  past  ten  years.  The 
next  biggest,  International  Small  Cap 
Value,  bettered  MSCI  EAFE  by  4.3  points; 
the  third,  U.S.  Large  Cap  Value,  was  3.5 
points  ahead  of  the  S&P  500. 

"The  world  is  coming  our  way,"  says 
Booth.  "In  the  history  of  man  there  are 
very  few  times  people  have  gotten  system- 
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latically  less  knowledgeable."  You  will  get 
Isome  argument  from  index  aficionados 
l(notably,  John  Bogle,  founder  of  the 
•Vanguard  Index  500  fund)  about  whether 
jthe  superior  performance  of  value  stocks 
lor  small  stocks  is  an  eternal  verity,  not  just 
la  cyclical  phenomenon.  But  there's  no 


Dimensional  Chief 
Booth  sees  traditional 
cap-weighted  indexes 
as  flawed  creatures. 


denying  DFAs  appeal  these  days  to  the 
institutions  running  pension  funds  and  to 
the  financial  advisers  steering  individuals' 
portfolios. 

The  latest  innovation  at  DFAs  plush 
offices  overlooking  the  Pacific  Ocean  is  to 
tweak  its  beloved  small-cap  value  model. 


Since  September  2005  the  firm 
has  launched  three  new 
funds — Core  Equity  I  and  II 
for  domestic,  Core  Equity 
International  for  foreign — 
to  practice  its  new  theory  (see 
table,  p.  66).  In  that  short  period 
it  has  done  slightly  better  than 
its  conventional  counterpart 
index  funds. 

The  justification  for  using 
small  value  stocks  as  the 
centerpiece,  per  Fama's  and 
French's  research:  From  1927 
(when  the  first  good  market 
data  emerged)  until  now  these 
stocks  averaged  an  annual 
return  of  14.5%,  well  ahead  of 
large  value  companies  at  1 1.4% 
and  trouncing  small  growth 
stocks  (9.4%)  and  large  growth 
(9.5%).  But  small  value  stocks 
come  with  more  risk,  as  meas- 
ured in  volatility. 

The  new  Core  Equity  funds 
deal  with  this  volatility  by  ad- 
mitting a  few  big  companies 
into  the  mix.  General  Electric 
and  ExxonMobil  can  be  found 
in  the  portfolio.  Yet  you  see  only 
a  tiny  percentage  of  big-cap 
growth  stocks  trading  at  ob- 
scene multiples.  Allowing  larger 
caps  into  funds  solves  a  long- 
standing problem.  Many  peo- 
ple simultaneously  hold  a  small 
value  index  fund  and  a  larger 
cap  index.  Every  time  a  small- 
cap  moves  up  to  a  different  level, 
one  fund  has  to  sell  it,  the  other 
has  to  buy  it — a  pointless  pair 
of  transactions  and  a  waste  of 
money. 

Booth  also  recommends 
an  investor  marry  one  of  his 
new  Core  Equity  stock  port- 
folios tilted  toward  small 
value  shares  with  shorter  term 
bonds.  Consider  the  performance  of  a 
typical  portfolio  invested  60%  in  an  S&P 
500  index  and  40%  in  long-term  bonds. 
Since  1950  those  holdings  would  have 
returned  9.9%  annually.  But  if  the  40% 
long-term  bond  piece  of  the  portfolio  is 
shifted  so  that  35%  of  it  is  in  short-term 
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When  a  global  leader  in  building 
management  needed  to  update  its 
IT  systems,  Web  services  were  an 
integral  component  of  the  solution. 
Critical  information  became  more 
accessible,  opening  up  new  levels 
of  accessibility  for  employees. 


When  you  give 
your  people  the 
right  tools,  success 
is  inevitable. 


Now,  customers  can  access 
building  controls  remotely  and 
share  data  between  separate 
applications.  The  net  result 
is  an  increase  in  cost  savings 
and  productivity. 

See  the  full  details  of  this  case  study 
at  microsoft.com/peopleready 


Your  potential.  Our  passion.  ' 

Microsoft 


©  2006  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  "Your 
potential.  Our  passion."  are  either  registered  trademarks  or  trademarks 
of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 


 &  

bonds  and  5%  is  in  small  value  stocks,  the 
portfolios  overall  return  would  increase  to 
10.6%,  all  with  a  hair  less  volatility. 

The  strategy  involves  a  wholly  new 
way  of  thinking  about  the  role  of  bonds 
among  your  holdings,  says  Eugene  Fama 
Jr.,  a  DFA  vice  president  and  professor 
Fama's  son:  "Forget  using  fixed  income  for 
the  returns.  Think  of  it  as  a  way  to 
dampen  stock  volatility."  At  this  stage  the 
bond  appendages  haven't  done  much  to  a 
Core  Equity  holder's  performance,  as 
bonds  aren't  rallying  and  yields  are  low. 

DFA  sells  its  funds  to  the  general  pub- 
lic but  not  willy-nilly.  Investors  in  DFA 
must  buy  into  an  academically  dictated 
strategy  if  they  want  to  get  in  the  door. 
You  see,  it's  a  privilege  to  invest  there.  A 


returned  an  annual  9.6%,  or  two  points 
above  the  S&P. 

Jeremy  Siegel  has  a  similar  strategy  to 
beat  the  indexes.  A  Wharton  professor 
famous  for  predicting  the  bursting  of  the 
tech  bubble,  Siegel  focuses  on  dividend- 
paying  stocks.  In  July  his  company, 
WisdomTree  Investments,  hatched  20 
ETFs  with  a  variety  of  orientations,  from 
the  broad  U.S.  market  to  Japan's.  In  their 
few  short  months  of  existence  14  of  the 
WisdomTree  vehicles  are  doing  better 
than  the  S&P,  with  the  leader,  Inter- 
national Dividend  Top  100,  at  12.2%, 
beating  the  S&P  by  five  points. 

Siegel  defiantly  says  his  ETFs  will  surge 
past  DFA's  funds  in  the  fullness  of  time.  He 
sees  a  few  downsides  to  the  DFA  strategy. 


A  New  Dimension  at  Dimensional 


DFA  launched  its  new  index  funds  on  steroids  a  year  ago.  These  Core  Equity 
offerings  have  beaten  their  counterparts  among  standard  index  funds  by  a  bit. 

SMALL-CAP  FUND 

TOTAL1 
RETURN 

ASSETS 
8/31/06 
(SMIL) 

ANNUAL 
EXPENSES 
PER  $100 

DFA  US  CORE  EQUITY  1 

9.7% 

$531 

$0.23 

DFA  US  CORE  EQUITY  II 

10.6 

844 

0.26 

WILSHIRE  5000  INDEX  PORTFOLIO-INV 

9.0 

155 

0.92 

INTERNATIONAL  FUND 

DFA  INTERNATIONAL  CORE  EQUITY 

20.8 

602 

0.49 

ISHARES  MSCI  EAFE  INDEX 

20.0 

30,582 

0.35 

'Annualized  since  9/15/05  (inception  of  the  three  DFA  funds)  through  9/30/06.  Source:  Upper. 

DFA-approved  financial  adviser  must  first 
vet  you  to  ensure  you  aren't  some  hot- 
money  type  who  wants  to  cash  out  early. 
The  restriction  weeds  out  investors  who 
don't  agree  with  the  DFA  philosophy. 

Booth  is  hardly  alone  in  believing 
that  he  can  surpass  traditional  indexes. 
Robert  Arnott's  Research  Affiliates  has 
come  up  with  its  own  approach  to  form 
indexes  that  eschew  the  market  cap  ori- 
entation. Instead,  his  RAFI  indexes  use 
such  measures  as  dividends,  sales,  earn- 
ings and  book  value.  Pimco  debuted  two 
funds  in  mid-2005  based  on  Arnott's 
work.  Fundamental  Index  Plus  has 
gained  an  annual  12.1%,  leading  the  S&P 
by  0.4  points,  and  Fundamental  Index 
Plus  Total  Return  trails  the  S&P  by  0.9. 
Last  December  PowerShares  started  an 
ETF  under  Arnott's  banner,  called  Power- 
Shares  FTSE  RAFI  U.S.  1000,  which  has 


The  first:  DFA's  reliance  on  book  value 
rests  on  an  accounting  contrivance  that 
means  less  in  the  21st  century,  when  valu- 
able assets,  like  software,  don't  show  up  on 
the  balance  sheet.  Dividends,  he  says,  are 
one  thing  company  managers  can't  fudge, 
since  these  require  payouts  of  cash.  In 
addition,  dividing  companies  into  "small" 
and  "large"  requires  drawing  arbitrary 
lines  that  can  exclude  valuable  stocks. 

Booth  shoots  back  that  many  compa- 
nies don't  issue  dividends  at  all.  While 
80%  of  the  S&P  500  offer  dividends,  only 
20%  of  companies  overall  do.  Most  com- 
panies are  small  nondividend  payers. 
Shun  the  no-yielders  and  you  miss  much 
of  the  small-stock  action,  he  says. 

One  thing  the  Booth,  Siegel  and 
Arnott  iterations  share  is  their  funds  have 
relatively  low,  indexlike  costs.  Another: 
You  will  be  hearing  more  about  them.  F 
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Real-time  numbers 
mean  real-time  insight" 


DYNAMIC. 


There  are  infinite  dynamics  in  business.  Master  them  all. 
With  Microsoft  Dynamics." 

Presenting  Microsoft  Dynamics:  a  line  of  people-ready  business  management 
solutions  for  financial  management,  CRM,  and  supply  chain  management.  It's 
easy  to  learn  and  easy  to  use.  Because  it  looks  and  feels  like  the  Microsoft" 
software  your  people  use  every  day.  Visit  microsoft.com/microsoftdynamics 


Financial  Management 
km'  r,   r~\  •  Customer  Relationship  Management 

MicrosoTt  uvnamics    Supply  Chain  Management 


|006  Microsoft  Corporation.  All  rights  reserved.  Microsoft  Microsoft  Dynamics,  the  Microsoft  Dynamics  logo,  and  ' 
•either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  Unite'd  States  and/or  other  countries 


MONEY  MAN 


It  Adds  Up 


Fund  manager  Vince  Gallagher  has  a  point-scoring  system  to 
flag  stocks  with  an  assortment  of  good  attributes.  You  can 
imitate  it  on  the  back  of  an  envelope  By  James  M.  Clash 


WHETHER  IT  MAKES  SELLING  THEIR 
services  easier  or  reflects  strong 
convictions,  many  stock  pickers  gravitate 
to  a  simple  theme.  Pure  growth  managers  go  for  the 
highest-priced,  fastest-growing  companies.  Value 
managers  want  companies  trading  at  low  multiples 
of  their  earnings,  book  value  or  dividends.  For  some 
portfolio  managers  the  return  on  equity  counts  a  lot 
(it  often  reflects  pricing  power). 

That  leaves  a  large  swath  of  companies  that 
score  fairly  well  on  a  variety  of  attributes  but 
don't  stand  out  on  any  one  metric.  To  evaluate 
them  you  need  a  formula  that  blends  different 
metrics.  Vincent  Gallagher,  who  runs  the  nicely 


performing  Needham  Growth  Fund  (assets: 
$308  million),  illustrates  the  blended  approach. 
His  formula  cannot  be  copied  exactly,  since  it  is 
to  a  degree  subjective,  but  it  can  be  imitated. 

Gallagher  assigns  points  to  prospective  picks 
in  five  categories,  with  each  ranked  from  0  to  5. 
The  closer  a  stock  scores  to  a  collective  25,  the 
more  interested  Gallagher  and  his  comanager 
James  Kloppenburg  become. 

The  two  easily  quantified  metrics  have  to  do 
with  earnings  and  balance-sheet  quality. 

Gallaghers  take  on  earnings  is  unusual  He  looks 
at  the  ratio  of  operating  earnings  (those  before 
interest,  taxes,  depreciation  and  amortization,  a.ka. 
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Ebitda)  to  net  income.  He  wants  this  ratio  to  be  1.5 
(which  would  get  a  stock  a  score  of  4  on  the  0  to 
5  scale).  For  a  5  the  company's  operating/net  ratio 
must  be  at  least  2.0. 

What's  he  getting  at  here?  The  ratio  may  be 
high  for  either  of  two  good  reasons,  both  suggest- 
ing a  high  quality  of  earnings.  One  is  that  the  tax 
rate  is  high.  The  other  is  that  depreciation  charges 
are  high:  The  company  that  is,  is  not  propping  up 
earnings  by  writing  off  equipment  too  slowly. 

There's  a  bad  way  to  have  a  high  operating/net 
ratio:  Owe  a  lot  of  interest.  Gallagher  scares  off  debt- 
heavy  companies  with  his  second  quantitative  meas- 
ure, which  is  the  ratio  of  debt  to  total  capitaliza- 
tion. To  rate  a  Gallagher  5  on  balance-sheet  quality, 
a  company  needs  to  have  negligible  long-term  debt. 
A  3  rating  means  a  debt  percentage  of  33%  to  50%. 

The  other  three  measurements  are  more 
subjective: 

•  Institutional  presence.  Not  the  amount  of 
ownership  by  big  investors  like  mutual  funds  and 
pension  plans  but  their  quality.  Thus,  if  Gallagher 
is  interested  in  a  growth  stock,  he  likes  to  see  firms 
like  Fidelity,  Baron  Funds  or  Wellington  Manage- 
ment aboard.  If  value,  Royce,  FBR  Funds  or  T.  Rowe 
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Price.  For  example,  Iron 
Mountain,  with  Baron  Funds 
a  large  holder,  rates  a  5. 

•  Management  quality. 
No  fan  of  Hewlett-Packard 
under  Carleton  Fiorina,  Gal- 
lagher gave  the  high-tech 
concern  a  1  here.  He  up- 
graded it  (to  a  3.5)  after  her 
departure.  What  about  the 
ongoing  spying  scandal  that 
has  reached  even  the  new 
chief  executive,  Mark  Hurd? 
A  passing  pain  that  doesn't 
reflect  upon  how  the  place 
is  run,  he  argues. 

•  Industry  strength. 
Health  care  gets  a  5  because 
it  now  accounts  for  nearly 

one-fifth  of  the  U.S.  economy  and  is  grow- 
ing at  double-digit  rates  as  baby  boomers 
age.  Airlines,  bedeviled  by  high  fuel  ex- 
penses and  onerous  labor  costs,  get  a  1. 
That's  why  Gallagher  is  leery  even  of 
celebrated  discount  carrier  JetBlue,  to  which 


Making  the  Grade 


Two  of  Vince  Gallagher's  grades  are  easily  quantifiable.  To  score  well  on  his  scale,  operating 
income/net  income  should  be  at  least  1.5,  and  debt  less  than  one-third  of  capital. 
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1  GENESEE  &  WYOMING/freight  railroads 

23.16 

6 

23 

1.9 

32 

|  H EALTH EXTR AS/health  care  services 

28.89 

51 

14 

1.8 

2 

i  JOHNSON  &  JOHNSON/health  care  products 

64.67 

18 

17 

1.5 

5 

1 

.  MOTOROLA/telecom  equipment 

24.98 

13 

NM 

1.5 

18 

1  TYCO  INTL/building  materials  &  medical  prods 

27.65 

15 

NM 

1.8 

20 

Prices  as  of  Sept.  26.  'Earnings  before  interest,  taxes,  depreciation  and  amortization.  NM:  Not  meaningful. 
Source:  Reuters  Fundamentals  via  FactSet  Research  Systems. 


he  assigns  a  5  for  management. 

The  system  has  worked  well  at  Need- 
ham  Growth,  where  Gallagher  and  Klop- 
penburg  have  been  since  April  2003.  Over 
the  past  three  years  the  fund  has  clocked 
an  annual  12.8%  return,  beating  the  S&P 


by  1.3  points.  FORBES  rates  it  an  A  in  up 
markets  and  a  C  in  down. 

The  fund,  with  70  smallish  stocks 
(average  market  cap:  $3.3  billion),  turns 
over  just  16%  annually,  making  it  fairly 
tax-efficient.  The  downside  is  that  it  is 


30%  FASTER  REWARDS:  INFINITELY  MORE  REWARDING' 


''Based  on  seven  nights  at  Starwood,  Hilton,  Intercontinental  Hotels  Group,  and  Hyatt  full-service  hotels  of  similar  quality  and  points  earned  on  dollars  i 

Harriott.  EI 


HOTELS  &  RESORTS 


JW  MARRIOTT. 

HOTELS  &  RESORTS 


RENAISSANCE. 

HOTELS  &  RESORTS 


rather  costly,  socking  investors  with  an 
annual  bite  of  a  high  1.91%  of  assets. 

As  you'd  expect  with  a  growth  fund,  Gal- 
lagher is  heavy  on  tech  (40%  of  his  portfo- 
lio), and  P/Es  tend  to  be  above  the  S&P  500's 
17  (the  fund's  average:  20).  "Other  managers 
probably  do  similar  things,"  says  Gallagher,  63. 
"But  they  don't  quantify  it  as  Jim  and  I  do." 

Some  other  managers  practice  a  version 
of  what  Needham  Growth  does  but  not  the 
whole  gamut.  James  Huguet,  who  runs  the 
TA IDEX  Templeton  Great  Companies  Fund, 
agrees  with  Gallagher  in  four  areas  but  isn't 
concerned  with  institutional  holdings.  "If  I 
own  what  everyone  else  owns,  I  won't  do  bet- 
ter than  the  masses,"  he  reasons. 

The  table  on  page  70  displays  some 
stocks  that  score  high  on  the  Gallagher 
scale.  Genesee  &  Wyoming,  a  short-line 
railroad  that  has  interests  in  49  railroads 
in  five  countries,  has  recently  been 


expanding  earnings  at  a  23%  annual  clip. 
Genesee  has  been  using  its  free  cash  flow 
(cash  from  operations  minus  capital 
spending)  to  pay  down  debt,  currently  at 
$330  million,  or  32%  of  capitalization.  In 
fact  it  is  cash -rich  now,  having  sold  off  (in 
June)  its  portion  of  a  western  Australia 
joint  venture,  netting  $296  million.  Gal- 
lagher is  confident  that  a  good  part  of  the 
new  cash  will  be  used  to  pare  debt  even 
further.  Still,  that  leaves  Genesee  with 
9,300  miles  of  owned  or  leased  track  and 
joint  access  to  another  3,000  miles.  Blue- 
chip  institutions  T.  Rowe  Price,  Welling- 
ton, Lord  Abbett  and  Baron  Funds  all  are 
big  holders  of  the  stock.  The  P/E  is  low  at  6 
(reflecting  the  giant  one-time  gain  from 
the  Australia  sale). 

HealthExtras  is  a  300-employee  phar- 
macy benefits  management  firm.  Given 
the  plethora  of  new  Medicare  and 


Medicaid  drug  programs,  this  is  a  hot 
industry  (rating:  5).  With  growth  projec- 
tions of  93%  this  year  and  40%  in  2007, 
Gallagher  says  it  will  get  even  hotter.  The 
company  has  a  95%  customer  retention 
rate,  with  most  of  its  customers  in  the 
retiree-heavy  Sunbelt.  The  balance-sheet 
rating  of  5  is  earned  by  a  paltry  $7.5  mil- 
lion debt  load  alongside  cash  holdings  of 
$60  million. 

Argon  ST,  a  provider  of  computer  and 
intelligence  systems  to  the  military,  is 
expensive  at  26  times  trailing  earnings.  But 
Argon  is  expanding  earnings  at  a  56% 
annual  clip,  and  its  Ebitda/net  ratio  is  1.8. 
The  stock  is  off  30%  from  its  52-week  high 
on  fears  of  a  possible  decline  in  defense 
spending  from  Iraqi  war  fallout.  Debt: 
none.  Big  stakes  are  held  by  high-class 
money  managers  Wasatch,  Neuberger 
Berman,  Fidelity  and  T.  Rowe  Price.  F 
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with  BroadbandAccess  Built-in  and  get  a 
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Hard  Sell  For 
A  Soft  Fabric 

Buy  ordinary  jeans  and  you'll  be 
bumping  off  innocent  farmers,  or  maybe 
butterflies  j  By  Megan  Johnston 


able  choice  that's  healthier  for  you  to 
sleep  in  or  live  in,"  says  Carrie  Allen, 
merchandising  director  for  Gaiam, 
which  netted  $1.3  million  on  revenue  of 
$142  million  in  2005. 

To  get  the  organic  label,  a  farmer  has 
to  swear  off  chemicals  and  genetically 
modified  seeds.  For  that  he  gets  a  better 
price.  In  the  U.S.  the  wholesale  price  of  a 
pound  of  chemically  grown  cotton 
(enough  for  one  T  shirt)  is  52  cents;  the 
price  for  the  organic  variety  can  be  as  high 
as  $1.15. 

Organic  cotton  is  the  hottest  trend  in 
apparel  retailing  to  come  along  in  years. 
Nike,  Whole  Foods,  Timberland,  Patag- 


onia, Eileen  Fisher,  Walt  Disney  Co.  and 
Wal-Mart  are  all  on  board.  Indeed, 
Nike  cofounded  (and  has  contributed 
$150,000  to)  Organic  Exchange,  a  non- 
profit organization  in  Oakland,  Calif, 
that  not  only  traffics  in  information  but 
advises  farmers  and  retailers.  It  certainly 
doesn't  hurt  the  image  of  a  company 
demonized  for  importing  shoes  from 
low-wage  nations.  Sweatshops?  Not  us. 
We're  stopping  farmers  from  kicking  the 
bucket. 

The  organic  crowd  is  right  about  one 
thing:  The  chemicals  used  on  cotton  plan- 
tations are  pretty  nasty.  Among  them  are 
the  insecticides  acephate,  aldicarb  and 
dicrotophos;  the  herbicide  glyphosate  iso- 
propylamine  salt  and  the  fungicide  PCNB. 
The  modified  seeds  incorporate  a  gene  for 
a  bacillus  thuringiensis  toxin.  People 
unhappy  with  such  seeds  say  that  the  Bt 
gene  escapes  into  the  wild  and  threatens 
butterflies. 

"When  we  realized  how  toxic  the  con- 
ventional cotton  process  is,  it  was  pretty 
scary,"  says  Scott  Hahn,  cofounder  of 
Loomstate,  a  small  organic  apparel  ven- 
dor in  New  York  City  whose  $160 
designer  jeans  can  be  found  in  boutiques. 
(His  company  works  with  Edun,  a  fair- 
trade  apparel  company  owned  by  Ali 
Hewson,  the  wife  of  Bono,  a  FORBES 
investor.) 

Organic  cotton  farmers  fight  boll  wee- 
vils with  ladybugs,  weed  their  crops  by 
hand  and  use  manure  for  fertilizer.  None 
of  this  is  cheap.  Don  J.  Cameron,  a  cotton 
farmer  in  Helm,  Calif,  who  is  featured  as  a 
successful  organic  cotton  farmer  in  a 
video  that  airs  in  Eileen  Fisher  stores, 
farms  60  acres  of  organic  cotton  and  440 
acres  of  the  non-organic  kind.  Even 
though  the  former  commands  a  price  pre- 
mium of  30%  to  50%,  he  says,  he  doesn't 
plan  to  expand  the  acreage  he  devotes  to 
it.  Controlling  insects  is  a  hassle.  Yields 
fluctuate  wildly.  And  labor  to  weed  by 
hand  costs  $400  an  acre.  Cameron  says  he 
has  lost  money  two  out  of  the  four  years 
he  has  grown  organic  cotton:  "I  don't  want 
to  jeopardize  our  operation  any  more  than 
we  have." 

But  marketers  love  organic  cotton.  On 
its  Web  site  Patagonia  reports  that  con- 
ventional cotton  crops  in  California  are 
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doused  with  6.9  million  pounds  of  che 
icals  every  year.  Loomstate  says  on  its  V 
site  that  making  a  single  T  shirt  from  r 
ular  cotton  requires  a  third  of  a  pounc 
pesticide  and  fertilizer. 

Balderdash,  says  Roy  Cantrell, 
vice  president  of  agricultural  researcl 
Cotton  Incorporated,  a  marketing  org 
ization  for  the  cotton  sector.  He  says 
T  shirt  would  require  only  0.03  ouna 
gram)  of  pesticide. 

And  Cantrell  practically  smacks 
forehead  when  he's  asked  about  V\| 
Mart  Chief  Executive  Lee  Scott,  w 
said  the  company  "eliminated  ti 
jumbo  jets  full  of  pesticides"  by  buy 
200,000  units  of  an  organic  cotton  y< 
outfit,  which  sold  out  at  Sam's  Cll 
Elton  Robinson,  editor  of  Delta  Fa 
Press,  a  trade  publication  that  cov) 
cotton  farming,  uses  U.S.  Departrm 
of  Agriculture  data  to  calculate  tl 
Scott  exaggerated  the  amount  of  pel 
cides  needed  to  make  the  togs  by  a  1 
tor  of  500. 

Embracing  organic  cotton  early 
cost  Patagonia,  the  outdoor  appj 
retailer.  After  the  company  started  us 
organic  cotton  fabrics  exclusively  in  19 
raw  material  costs  doubled  and  its  bott 
line  unraveled.  Now  the  company  is  tr)| 
to  figure  out  how  to  introduce  and  p 
mote  eco-friendly  dyes  without  suffeil 
a  similar  hit. 

Levi  Strauss  &  Co.  plans  a  market) 
blitz  that  will  include  print  ads  whei 
launches  Levi's  Eco,  organic  cotton  ja 
that  will  retail  for  as  much  as  $350 
the  company's  second  go-round  in 
space:  An  organic  cotton  line  called  L« 
Naturals  bombed  in  the  early  19!j 
Robert  Hanson,  brand  chief  for  Levi 
the  U.S.,  says  the  company's  ads  wi 
feature  farmers  in  India  or  any  of 
"negative  banter  that  can  occur  aroij 
an  issue  like  this." 

But  even  Hanson,  who  works  f( 
company  that  will  make  most  of] 
money  from  conventional  cotton  pr 
ucts  for  some  time  to  come,  can't  re 
the  opportunity  to  make  a  sales  pil 
"Obviously,  organic  production  is  eai 
on  the  environment,  and  it's  a  way 
people  to  personally  contribute  to  iss 
they  care  about." 
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POP-UP  ADS  THAT  POP  THROUGH 
the  pop- up  blocker!  That  song 
you  paid  for  but  can't  stream  to 
the  living  room  stereo!  The 
DVDs  you  bought  in  Paris  that 
won't  play  here!  At  times  it  seems  tech- 
nology's favorite  theme  is  that  Beatles 
oldie  legally  unavailable  online:  "You 
Can't  Do  That." 

But  with  the  right  stuff  (some  of  dubi- 
ous legality),  users  bent  on  defeating  annoy- 
ances like  these  may  be  able  to  sing  the 
Sammy  Davis  Jr.  anthem  "Yes  I  Can" — at 
least  until  somebody  notices.  Thus  begins 


a  back-and-forth  escalation  like  Mad  mag- 
azine's "Spy  vs.  Spy"  epics,  where  the  good 
guys  and  the  bad  are  hard  to  tell  apart.  Black 
hat  or  white?  Are  you  trying  to  break  some- 
body's copy  protection  or  merely  keep 
some  creep  from  sending  you  spyware? 

Blame  the  do-anything  flexibility  of  the 
personal  computer  for  this  unending  war  of 
measure  and  countermeasure.  In  its  early 
years,  when  duplicating  software  was  a  mat- 
ter of  shoving  a  floppy  disk  into  drive  A  and 
copying  its  contents  to  a  disk  in  drive  B,  ven- 
dors came  up  with  various  clever  stratagems 
to  prevent  piracy.  In  doing  so  they  created 
immense  headaches  for  legitimate  users 
backing  up  their  software.  In  the  end,  after 
copy-protection  became  a  negative  selling 
point  for  software,  few  products  kept  it. 


Fast-forward  to  the  age  of  the  Internet 
and  new  rounds  of  piracy  and  antipiracy 
schemes.  Microsoft  in  2000  introduces  an 
online  "activation"  scheme  for  products 
like  Windows  XP  and  Office:  Without  it 
the  software  won't  run.  Hacks  quickly 
turn  up;  Microsoft  develops  techniques  to 
circumvent  them. 

The  latest  wrinkle:  Along  with  the  usual 
critical  security  fixes,  Microsoft's  Auto- 
matic Update  delivers  a  piece  of  software 
with  the  Orwellian  title  "Microsoft  Genuine 
Advantage  Notifications."  The  software 
checks  to  make  sure  your  copy  of  Windows 


XP  is  legitimate.  If  not,  you  can  be  locked 
out  of  some  of  the  company's  download  sites 
but  not,  so  far,  out  of  the  critical  security  up- 
dates. The  problem?  It  can  sometimes  re- 
port your  machine  as  unclean  when  it's  not. 

If  you're  careful,  you  can  avoid  installing 
the  new  tool,  but  you  may  have  to  repeat- 
edly refuse  it.  Brace  yourself.  Microsoft  is 
building  an  even  more  draconian  version  of 
the  tool  into  the  forthcoming  Windows  Vista 
operating  system. 

You  have  to  feel  sorry  for  the  ailing  music 
industry,  whose  unprotected  compact  disc 
format  is  all  too  easily  pirated.  Thanks  to  fast 
CD  drives  in  PCs,  the  discs  can  be  copied 
quickly,  with  perfect  accuracy,  or  converted 
into  compact  files  perfect  for  portable  de- 
vices. Result:  lots  of  copied  CDs  and  lots  of 


MP3  files  perfect  for  online  "sharing." 

Copyright  owners  retaliated  in  ways  that 
were  either  ineffective  or  extremely  annoy- 
ing to  legitimate  consumers.  Witness  Sony's 
humiliating  experience  in  2005  with  software 
that  installed  a  pernicious  "rootkit"  on  cus- 
tomers' hard  drives.  The  swift  result:  a  re- 
call and  a  class  suit  that  offered  infected  users 
a  new  unprotected  disc,  album  downloads 
and  cash. 

Yet  despite  the  nearly  complete  failure 
of  copy  protection  in  music  CDs,  digital 
music  you  buy  online  generally  comes 
with  restrictions  on  what  you  can  do  with 
it.  Songs  bought  from  Apple's 
iTunes  Store  typically  can  play  on  a 
maximum  of  five  computers  at 
once.  That's  hardly  an  onerous 
restriction,  but  if  you  want  to  play 
them  on  non-Apple  portables  or 
Linux  PCs,  the  only  kosher  method 
is  to  burn  a  CD  of  the  music,  then 
rip  a  new  version  from  that — with  a 
loss  of  track  information  and  audio 
quality. 

Let  the  spy  wars  begin!  Software 
called  Hymn  arrives  to  strip  the 
restrictions  from  Apple's  music  files; 
Apple  revises  iTunes  to  shut  out 
Hymn.  A  variant  called  jHymn  appears; 
Apple  eventually  counters  it.  In  recent 
weeks  a  program  called  QTFairUse6 
(running,  amusingly,  only  on  Windows 
machines)  could  perform  the  crack.  The 
latest  version  of  iTunes  disabled  that,  too, 
until  the  developer  upgraded  it. 

A  similar  story  is  playing  out  in  the 
world  of  Windows  Media,  used  for  both 
audio  and  video  files.  WM's  copy- 
protection scheme  was  hacked  long  ago, 
then  quickly  reclaimed.  Last  month  an 
arrival  called  Fairuse4WM  was  able  to  put 
many  copy-protected  Windows  Media 
files  in  the  clear. 

Microsoft  fought  back  on  two  fronts. 
It  produced  defensive  changes  to  Win- 
dows Media  that  Windows-allied  vendors 
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You  Can't  Do 
That  to  Me! 

Tired  of  being  frustrated  by  tech  annoyances? 
\i  You  can  often  find  ways  to  conquer  them. 
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Digital  Tools  |  Stephen  Manes 


such  as  Napster  could  use.  Microsoft  also 
filed  a  John  Doe  lawsuit  against  the  pseu- 
donymous developer  who  goes  by  the 
name  of  "Viodentia"  and  sent  cease-and- 
desist  letters  to  the  providers  who  hosted 
his  code.  A  few  days  later  a  new  hack  was 
up  on  the  Web. 

This  may  be  a  big  deal  to  vendors  and 
copyright  holders,  but  for  normal  consumers 
keeping  up  with  which  spy  is  on  top  is  more 
trouble  than  it's  worth.  If  the  copy  protec- 
tors get  in  your  way,  there's  a  simple  solu- 
tion: Buy  unprotected  music  on  CD  or  from 
sources  like  Magnatune  and  eMusic 
that  supply  songs  in  open  formats 
like  MP3. 

DVDs  were  supposed  to  be  a  dif- 
ferent story.  The  movie  industry  en- 
forced an  encryption  system  designed 
to  protect  its  crown  jewels  from  pilfer- 
ers of  intellectual  property.  But  it  went 
beyond  copy  protection  into  a  market- 
segmenting  scheme.  Hollywood  some- 
times wants  to  release  a  DVD  in  Europe 
or  Asia  at  a  different  time  or  price  from 
the  release  in  the  U.S.  To  keep  viewers 
from  straying  across  national  boundaries, 
the  movie  studios  invented  region  coding. 
With  help  from  manufacturers  of  DVD 
players,  the  studios  often  make  one  disc  that 
works  only  on  players  commonly  available 
in  the  U.S.  and  Canada,  another  mostly  for 
Europe  and  others  for  additional  venues. 

But  wait.  You're  no  thief.  You've  paid  20 
euros  or  whatever  for  your  movie,  perhaps 
because  it's  a  film  not  yet  distributed  in  the 
US.  or  available  here  only  in  an  irksome 
dubbed  version.  Why  should  you  be  pre- 
vented from  watching  it? 

A  solution  evolved.  Some  DVD  players 
could  be  hacked  to  make  their  electronics 
region-free.  Today  you  can  find  universal 
players  in  venues  as  common  as  Ama- 
zon.com for  less  than  $70.  But  inevitably, 
some  determined  watchers  of  obscure  for- 
eign art-house  films  will  avail  themselves 
of  a  different  countermeasure:  Copy  the 
blocked  disc  onto  a  blank  DVD,  stripping 
out  the  region  coding  in  the  process. 

Copying,  of  course,  was  supposed  to 
be  impossible,  thanks  to  something  called 
the  Content  Scramble  System.  But  the 
hackers  quickly  figured  it  out,  and  an  out- 
fit called  .321  Studios  commercialized 
their  mole  work.  Its  DVD  X  Copy  made  it 


easy  to  copy  protected  DVDs  to  record- 
able discs — and  the  product  was  quickly 
killed  in  a  legal  victory  by  the  Motion  Pic- 
ture Association  of  America. 

But  numerous  variants  remain  freely 
available  on  the  Web.  After  a  brief  search  I 
was  able  to  download  a  free  suite  of  pro- 
grams that  remove  a  DVD's  encryption, 
shrink  it  to  fit  on  a  single-layer  disc  and 
burn  it  onto  a  blank  DVD.  There's  plenty  of 
software  that  can  copy  DVD  content  to 
iPods  or  PlayStation  Portables.  And,  yes, 
in  the  process  (unless  you  specify  other- 


A  caution  here: 
There's  no  honor 
among  thieves. 

Copying  software 
may  be  larded 
with  spyware. 


wise)  region  coding  is  usually  removed. 
So  is  the  software  that  keeps  you  from 
skipping  past  the  antipiracy  messages  and, 
sometimes,  movie  previews.  A  caution 
here:  There's  no  honor  among  thieves. 
The  copying  software  may  be  larded  with 
spyware.  You  take  your  chances. 

The  entertainment  industry  has  high 
hopes  for  its  new  high-definition  discs, 
HD-DVD  and  Blu-Ray.  Both  have  elabo- 


rate new  antipiracy  schemes;  Blu-Ray, 
but  not  yet  HD-DVD,  has  region-coding. 
About  the  only  sop  to  users  is  a  not-yet- 
approved  idea  called  "managed  copv," 
which  would  let  content  be  copied  to 
home  servers.  The  black  and  the  white 
hats  are  girding  for  battle  once  again. 

Annoying  advertisements  are  another 
nuisance  that  users  willingly  avoid,  as  a 
phalanx  of  TiVo  fans  can  testify.  But  few 
DVR  devices  come  with  the  handy  30- 
second  forward- skip  button  pioneered  by 
ReplayTV.  Fortunately,  devotees  quickly 
figured  out  how  to  program  a 
key  on  the  remote  to  do  the  job, 
a  process  that  can  take  30  sec- 
onds once  you  find  the  instruc- 
tions on  the  Web.  Just  Google  "30 
second  skip"  and  your  DVR's 
model  number. 

For  Web  ads,  pop-up  blockers 
built  into  browsers  or  added  as 
plug-ins  have  ratcheted  down  the 
irritation  factor  first  launched 
into  mass  consciousness  by  XlO's 
intrusive  campaign.  But  there  are  still 
plenty  of  annoying  ads  out  there, 
including  my  personal  peeve,  the  ones 
that  play  audio  while  you're  trying  to 
get  some  work  done. 

If  you're  truly  ad-phobic,  there  are 
ways  to  decrease  the  Web  volume.  Security 
suites  like  Norton  Internet  Security 
include  optional  ad-blocking  features. 
Antispyware  software  like  Spybot  Search  & 
Destroy  lets  you  use  a  "hosts  file"  that 
effectively  prevents  communication  with 
some  of  the  most  egregious  ad  sites,  partic- 
ularly those  that  use  tracking  techniques  to 
see  where  you've  been.  The  result  in  both 
cases:  Instead  of  an  ad,  you'll  simply  see  a 
blank  hole  on  the  page.  But  this  can  occa- 
sionally cause  problems  when,  say,  enter- 
ing a  site  requires  you  to  click  through  a 
"gateway"  ad  served  by  a  blocked  site. 

If  that's  not  strict  enough  for  you,  a 
program  called  NoScript  can  block  the 
kinds  of  "script"  software  that  do  things 
like  run  animated  gerbils  across  the  page 
before  you  can  read  it.  It  works  as  an 
extension  for  the  Firefox  browser,  but  it's  a 
bit  geeky  to  use.  F 


I  Forbes 


Stephen  Manes  (smanes@forbes.com)  is  cohost  of  PC  World's  Digital  Duo, 
which  appears  weekly  on  public  television.  Visit  his  home  page  at 
www.forbes.com/manes. 
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Louis  le  Brocquy. 


The  Irish  mind. 

Rich  in  the  raw  material  that  will  help 
to  realize  the  potential  of  your  business. 

The  Irish.  Creative,  imaginative.  And  flexible.  Agile  minds  with  a  unique  capacity  to  initiate,  and  innovate, 
thout  being  directed.  Always  thinking  on  their  feet.  Adapting  and  improving.  Generating  new  knowledge  and 
w  ideas.  Working  together  to  find  new  ways  of  getting  things  done.  Better  and  faster. 

This  flexible  attitude  pervades  the  ecosystem.  Nowhere  else  will  you  find  such  close,  frequently 
ormal,  links  between  enterprise,  education  and  research  facilities  and  a  pro-business  Government.  Connected 
a  dynamic  information  infrastructure.  In  Ireland,  everything  works  together. 


With  its  innate  knowledge  and  flexibility,  the  Irish  mind  can  be  the  pathway  to  profit  for  your  business, 
learn  more,  contact  the  Irish  Government's  inward  investment  agency,  IDA  Ireland,  345  Park  Avenue, 
w  York  on  212  750  4300,  e-mail  idaireland@ida.ie  or  log  on  to  www.idaireland.com 


A  IDA 

IRELAND 


Special  Advertising  Section 


ENTERPRISE  MOBILITY 

SOLVING  MOBILE  DATA  MANAGEMENT  AND  SECURITY  CHALLENGE 


While  businesses  increase  investments  in  their  technical  infrastructure  to  offer  more  complex  solution 
this  evolution  is  not  without  its  challenges.  IT  professionals  see  mobile  data  management  and  security 
a  critical  issue  while  business  leaders  are  focused  on  greater  availability  and  access  to  corporate  dat 
according  to  an  extensive  new  research  study  conducted  on  behalf  of  Forbes  Inc.  These  opposing  fore 
can  create  challenges  to  implementing  mobility  solutions  in  the  enterprise. 


The  2006  Enterprise  Mobility 
Megatrend  study  was  conducted  by 
Management  Insight  Technologies 
on  behalf  of  Forbes  in  March 
among  851  business  and  IT  decision  makers, 
IT  implementers  and  C-suite  officers 
(including  owners,  CEOs  and  CIOs)  at 
small,  midsize  and  large  companies. 

The  survey  found  that  while  91%  of 
respondents  believe  they  have  at  least 
partially  realized  productivity  gains  from 
their  mobility  efforts,  only  1 3%  believe  they 
have  fully  achieved  this  objective,  with  secu- 
rity, data  management  and  costs  cited  as  top 
hurdles.  Among  the  key  findings: 

•  Security  is  the  top  technical  trend  in 
mobile  computing  among  IT  profession- 
als. However,  it  ranks  tlnrd  for  business 
decision  makers  and  C-suite  respondents, 
behind  more  availability  and  access. 

•  Security  is  also  seen  as  the  top  chal- 
lenge to  mobilization.  47%  of  all 
respondents  named  security  as  a  top 
challenge  to  mobility. 

Challenges  to  Mobility 

(Among  All  Respondents) 


Security 
Connectivity 
Justify  ongoing  costs 
Device  costs 
Data  mgmt./synch. 

Training 
Manageability 
Network  costs 
Performance 


47% 


j  26% 

25% 


J  24% 

I  23% 


21% 
21% 


H  20% 


20% 


□  All 


N=851 


•  Security  was  cited  46%  of  the  time 
by  all  respondents  as  the  most  impor- 
tant attribute  for  selecting  mobile 
computing  vendors,  while  easy  inte- 
gration with  enterprise  applications  was 
also  a  top  consideration. 
Business  respondents  in  the  survey,  56%  of 
whom  project  mobile  computing  investment 
increases  over  the  next  year,  are  focused 
primarily  on  widening  the  availability  of 
real-time  corporate  data  and  sales  support  to 
untethered  devices,  while  the  IT  trend  is  to 
manage  and  secure  this  data  movement. 
Security  is  therefore  likely  to  remain  a  fric- 
tion point  in  delivering  data  from  corporate 
repositories  to  mobile  field  professionals. 

Sybase  is  preferred  for  secure 
mobile  solutions. 

The  Enterprise  Mobility  Megatrend 
study  also  showed  that  those  who  know 
Sybase  strongly  prefer  it  over  other 
solution  providers,  based  on  its  real-time 
mobile  experience  and  excellent  service 


and  support.  Sybase  has  unique  technolog 
that  allows  its  customers  to  successfull 
manage  and  secure  their  mobile  deploy 
ments  while  supporting  their  integratio: 
with  all  back-end  databases.  Sybase  solu 
tions  also  support  the  creation  of  mobill 
applications  through  extensions  to  leadin 
development  environments,  as  well  as  thi 
caching  of  localized  storage  of  enterpris 
data  on  mobile  devices,  ensuring  total  datl 
synchronization  and  security. 

Tapping  proven  expertise  for  mobili 
security  solutions. 

The  study  strongly  indicates  that  da.\ 
management  and  security  are  likely  r, 
remain   hurdles   to   delivering  enterpris 
mobility.  It  also  reveals  that  as  businesss 
mobilize  data  and  information,  they  are  al 
struggling  with  device  management  and  da 
synchronization  between  corporate  datab 
es  and  mobile  devices.  Sybase  has  a  prov 
track  record  of  mobile  computing  exper 
ence,  service  and  support  that  makes  it  a  vit 
partner  to  enterprises  pursuing  the  compet 
tive  advantage  of  mobile  computing. 


Enterprise  Mobility 
Megatrends  Webcast 
On  Forbes.com 

To  view  an  enterprise  mobility 
Webcast  and  download  an 
executive  summary  of  the 
Mobility  Megatrends  study, 
visit  www.forbes.com/sybase. 


M 

II     %  '  S 

ii  You're  finally  gettingyour  enterprise 
11     information  under  control. 

NOW,  YOUR  MOBILE  USERS  WANT 
ii     TO  ACCESS  IT  ON  ANY  DEVICE. 


When  businesses 
get  serious  about 

INFORMATION 

MOBILITY 

they  get  Sybase. 


Ready  to  get  serious  about  mobilizing  your  enterprise?  Choose  the  company  that  81  of  Fortune  100  organizations 
rely  on  to  securely  deliver  decision-ready  information  to  the  point  of  action  while  giving  you  the  IT  control  you  need: 
Sybase.  Leveraging  proven,  industry-leading  software,  our  powerful,  new  Information  Anywhere9  Suite  provides 
modular  components  for  email/PIM,  heterogeneous  device  management  and  security,  and  enterprise  application 
enablement.  So  if  you're  ready  to  make  the  Unwired  Enterprise  a  reality,  Sybase  can  help  you  deliver  some  serious 
results. To  learn  more,  visit  www.sybase.com/getserious3 


Copyright  ©2006  Sybase.  Inc.  All  rights  reserved.  Sybase,  the  Sybase  logo,  and  Information  Anywhere  are  trademarks  of  Sybase,  Inc. 
$  indicates  registration  in  the  United  States  of  America.  All  product  and  company  names  are  trademarks  of  their  respective  owners. 


Sybase 
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DEFENSE 


akeless  Wonder 

Meet  the  Navy's  new  $6  million  stealth  ship  By  Kerry  A.  Dolan 


Ships  that  have  the  traditional  long  and 
narrow  design  ride  deep  in  the  water, 
leaving  a  large  wake  behind  them. 
The  Stiletto  practically  floats  above 
the  water. 


Stiletto  is  the  largest  Navy  ship  made  entirel 
of  lightweight  carbon  fiber,  the  same  mater  i. 
used  in  America's  Cup  racing  yachts. 


Rigid  "skirts"  at  the 
outer  edge  of  the  ship 
cause  the  bow  wave  to 
spiral  beneath  the  ship; 
this  motion  lifts  the 
boat  and  reduces  drag. 


SHIPBUILDERS  HAVE  SPENT  THE  LAST  HUNDRED 
years  making  hulls  narrower  and  deeper  for  more 
speed  and  stability.  That  makes  the  Pentagons  latest  sea 
toy,  the  Stiletto,  a  bit  of  a  surprise.  The  M80  Stiletto 
looks  like  a  hulking  rectangle  from  above:  It's  88  feet 
long  and  half  as  wide,  with  a  3-foot  draft  when  loaded.  But  under 
that  extra-wide  body  is  an  innovative  hull  shaped  like  twin  "M"s. 


The  design  captures  the  energy  from  the  wave  created  by  the  bow 
of  the  ship  and  channels  it  underneath,  nearly  eliminating  the  wake 
and  creating  an  air  cushion  that  makes  for  tight  turns  and  a 
smooth  ride,  even  at  speeds  of  up  to  50  knots  (58mph).  San  Diego 
maritime  design  firm  M  Ship  Co.  delivered  the  $6  million  Stiletto 
in  May  for  the  "brown  water"  Navy,  which  battles  in  rivers  and 
close  to  the  shore.  M  Ship  will  also  sell  you  a  fishing  boat.  F 
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SECURITY 


1 4got  mY  PasswRD 

Password  bloat  is  getting  worse.  Brace  yourself  for  a  slew  of  new  security 
measures  on  the  Web  |  By  Victoria  Murphy  Barret 


JANT  TO  SEE  HOW  YOU 
'racked  up  $9,000  in 
American  Express 
charges?  Log  on  with 
your  six-digit,  alpha- 
numeric password.  Want  to  order  a  movie 
off  Netflix  or  check  e-mail?  Two  more 
passwords,  please.  Checking  the  gas  bill 
online  with  Southern  California  Gas? 
You'll  need  a  password  of  7  to  12  charac- 
ters, one  uppercase,  one  lowercase,  one 
number  and,  preferably,  one  character  like 
an  exclamation  point  or  ampersand. 

The  password  was  supposed  to  be  our 
friend,  protecting  precious  data  from  the 
bad  guys.  But  it  has  become  a  burden  for 


the  good  guys.  The  Web- savvy  user  now 
has  an  average  of  30  password-protected 
accounts.  Pleas  to  reset  forgotten  pass- 
words account  for  half  of  help-desk  calls 
to  Web  sites,  says  RSA  Security.  When 
Bank  of  America  ran  a  focus  group,  nearly 
all  participants  said  that  one  security 
measure  they  weren't  willing  to  put  up 
with  was  another  password.  You  can  try 
using  the  same  code  everywhere,  but  that 
isn't  safe,  nor  is  it  even  feasible,  given  the 
varied  formats  required. 

A  search  for  solutions  turns  up  frustrat- 
ingly  few  options.  Web  sites  are  embracing 
more  layers  of  security  that  make  use  of 
other  identity-bearing  clues.  By  year-end  all 


federal  banking  agencies  will  require  online 
banks  to  ask  for  two  forms  of  identification 
to  access  an  account,  like  a  thumbprint  or 
a  secret  question. 

Small  outfits  Siber  Systems,  Password- 
Safe  and  Info  Keep  offer  so-called  vaults 
that  remember  and  manage  passwords. 
"We're  like  your  browser  bookmarks  on 
steroids.  Every  time  you  go  to  a  Web  site 
we  automatically  sign  you  in,"  says 
William  Carey,  marketing  chief  for  Siber 
Systems,  which  sells  a  product  called 
Roboform.  But  consumers  are  wary  of 
handing  over  the  keys  to  their  digital 
identity.  Carey  says:  "Your  passwords  stay 
on  your  PC  with  Roboform,  but  people  are 


All  rights  re 


scared,  even  though  what 
they're  currently  doing 
with  their  passwords,  like 
keeping  them  stored  in  a 
file  on  their  PC,  is  really 
dangerous." 

One  of  the  most  pop- 
ular features  of  Intuits 
Quicken  financial  soft- 
ware is  the  "PIN  vault," 
which  holds  users'  various  passwords  so 
uicken  can  fetch  financial  information 
|ifrom  other  sites.  Last  year  the  vault  held 
asswords  for  430  financial  firms.  The 
ext  version  will  have  4,400. 
Microsoft  is  trying  to  do  away  with  pass- 


words entirely.  In  its  upcoming  Vista  oper- 
ating system  consumers  can  create  "informa- 
tion cards"  that  serve  as  encrypted  digital 
identifiers.  Credit  card  companies  will  be  able 
to  issue  these  cards  to  customers.  If  all  par- 
ties sign  up,  the  info  card  would  tell  Wells 


Fargo,  say,  to  transfer 
$19.95  to  Amazon.com. 

It's  a  neat  idea  but 
one  that  requires  a  buy- 
in  from  consumers  and 
vendors  alike.  Seven 
years  ago  Microsoft 
floated  a  similar-sound- 
ing scheme  called  Pass- 
port that  granted  users 
access  to  any  site  that  agreed  to  use  the 
same  password  system.  The  project  was  a 
bust,  as  other  companies  balked  at  letting 
Microsoft  peek  at  their  customer  data 
(consumers  were  iffy  on  the  notion,  too). 
This  time  around  Microsoft  isn't  offering 


The  good  news: 
P  Ski  Patrol  just  closed  the  mountain. 

I   Don't  let  erectile  dysfunction  (ED)  hold  you  back  from  a  fulfilling  sexual  experience. 

I   •  Viagra  is  prescribed  for  all  degrees  of  ED,  even  if  it  only  happens  once  in  a  while. 
H   •  Maintaining  an  erection  is  important.  It's  just  as  important  as  getting  a  firm  erection. 

Viagra  can  help  with  both.  (sildenafil  citrate)  tablets 

•  Viagra  has  an  established  safety  profile.  It's  been  studied  more  than  any  other  oral  ED  treatment.  what  are  you  waiting  tor? 

Ask  your  doctor  if  Viagra  is  right  for  you.  And  enjoy  what  it  can  do  to  help  you  improve  your  sex  life. 


RA.  is  prescribed  to  treat  erectile  dysfunction.  We  know  that  no 
•  me  is  for  everyone.  If  you  use  mtrate  drugs,  often  used  for  chest 
jmown  as  angina),  don't  take  VIAGRA.  Taking  these  drugs 
er  could  cause  your  blood  pressure  to  drop  to  an  unsafe  level. 

krith  your  doctor  first.  Make  sure  you  are  healthy  enough 
e  sex.  If  you  have  chest  pain,  nausea,  or  other  discomforts 
n  sex,  seek  medical  help  right  away. 

igh  erections  lasting  for  more  than  four  hours  may  occur 
with  all  ED  treatments  in  this  drug  class,  to  avoid  long-term 
Is,  it  is  important  to  seek  immediate  medical  help. 

|  instances,  men  taking  PDE5  inhibitors  (oral  erectile 
fiction  medicines,  including  VIAGRA)  reported  a  sudden 
|se  or  loss  of  vision.  It  is  not  possible  to  determine 
tier  these  events  are  related  directly  to  these  medicines 
ikher  factors.  If  you  experience  sudden  decrease  or 

To  learn  more,  visit  viagra.com  or  call  1-888-4VIAGRA  (1-888-484-2472) 


loss  of  vision,  stop  taking  PDE5  inhibitors,  including  VIAGRA, 
and  call  a  doctor  right  away. 

The  most  common  side  effects  of  VIAGRA  are  headache,  facial 
flushing,  and  upset  stomach.  Less  common  are  bluish  or  blurred 
vision,  or  being  sensitive  to  light.  These  may  occur  for  a  brief 
time.  Remember  to  protect  yourself  and  your  partner  from 
sexually  transmitted  diseases. 

Please  see  oui  patient  summary  of  information  foi  VIAGRA 
(25  mg,  50  mg,  100  mg)  tablets  on  the  following  page. 

VIAGRA  is  covered  on  the  majority  of  National  Health  Plans.1* 
VIAGRA  is  one  of  several  ED  treatments  that  you  and  your  doctor 
can  consider. 

'  HMOs  and  PPOs;  Some  plans  may  require  a  prior  authorization. 
'MediMedia  Information  Technologies,  Formulary  Compass'"  August  2006. 


bred?  Need  help  paying  for  medicine?  Pfizer  has  programs  that  can  help,  no  matter  your  age  or  income.  You  may 
lualify  for  free  Pfizer  medicines.  Call  1-866-706-2400.  Or  visit  www.pfizerhelpfulanswers.com. 


rielpful 
'answers 


® 


PATIENT    SUMMARY    OF    INFORMATION  ABOUT 


This  summary  contains  important  information  about  VIAGRA".  It 

is  not  meant  to  take  the  place  of  your  doctor's  instructions.  Read  this 
information  carefully  before  you  start  taking  VIAGRA  Ask  your  doctor  or 
pharmacist  if  you  do  not  understand  any  of  this  information  or  if  you 
want  to  know  more  about  VIAGRA. 

This  medicine  can  help  many  men  when  it  is  used  as  prescribed  by  their 
doctors.  However.  VIAGRA  is  not  for  everyone  It  is  intended  for  use  only 
by  men  who  have  a  condition  called  erectile  dysfunction.  VIAGRA  must 
never  be  used  by  men  who  are  taking  medicines  that  contain  nitrates  of 
any  kind,  at  any  time.  This  includes  nitroglycerin.  If  you  take  VIAGRA 
with  any  nitrate  medicine  your  blood  pressure  could  suddenly  drop  to 
an  unsafe  or  life  threatening  level. 

•  What  Is  VIAGRA? 

VIAGRA  is  a  pill  used  to  treat  erectile  dysfunction  (impotence)  in  men. 
It  can  help  many  men  who  have  erectile  dysfunction  get  and  keep  an 
erection  when  they  become  sexually  excited  (stimulated) 

You  will  not  get  an  erection  just  by  taking  this  medicine  VIAGRA  helps 
a  man  with  erectile  dysfunction  get  an  erection  only  when  he  is  sexually 
excited. 

•  How  Sex  Affects  the  Body 

When  a  man  is  sexually  excited,  the  penis  rapidly  lills  with  more 
blood  than  usual.  The  penis  then  expands  and  hardens.  This  is  called  an 
erection.  After  the  man  is  done  having  sex,  this  extra  blood  flows  out  of 
the  penis  back  into  the  body  The  erection  goes  away  If  an  erection  lasts 
tor  a  long  time  (more  than  6  hours),  it  can  permanently  damage  your 
penis  You  should  call  a  doctor  immediately  il  you  ever  have  a  prolonged 
erection  that  lasts  more  than  4  hours. 

Some  conditions  and  medicines  interfere  with  this  natural  erection  process. 
The  penis  cannot  fill  with  enough  blood  The  man  cannot  have  an  erection 
This  is  called  erectile  dysfunction  II  it  becomes  a  frequent  problem. 

During  sex,  your  heart  works  harder  Therefore  sexual  activity  may  not 
be  advisable  for  people  who  have  heart  problems  Before  you  start  any 
treatment  for  erectile  dysfunction,  ask  your  doctor  if  your  heart  is 
healthy  enough  to  handle  the  extra  strain  of  having  sex  It  you  have  chest 
pains,  dizziness  or  nausea  during  sex,  stop  having  sex  and  immediately 
tell  your  doctor  you  have  had  this  problem 

•  How  VIAGRA  Works 

VIAGRA  enables  many  men  with  erectile  dysfunction  to  respond  to 
sexual  stimulation.  When  a  man  is  sexually  excited,  VIAGRA  helps  the 
penis  fill  with  enough  blood  to  cause  an  erection  After  sex  is  over,  the 
erection  goes  away. 

•  VIAGRA  Is  Not  for  Everyone 

As  noted  above  (How  Sex  Affects  the  Body),  ask  your  doctor  if  your 
heart  is  healthy  enough  for  sexual  activity. 

II  you  take  any  medicines  that  contain  nitrates  -  either  regularly  or  as 
needed  -  you  should  never  take  VIAGRA.  If  you  take  VIAGRA  with  any 
nitrate  medicine  or  recreational  drug  containing  nitrates,  your  blood 
pressure  could  suddenly  drop  to  an  unsafe  level  You  could  get  dizzy, 
faint,  or  even  have  a  heart  attack  or  stroke.  Nitrates  are  found  in  many 
prescription  medicines  that  are  used  to  treat  angina  (chest  pain  due  to 
heart  disease)  such  as: 

•  Nitroglycerin  (sprays,  ointments,  skin  patches  or  pastes,  and 
tablets  that  are  swallowed  or  dissolved  in  the  mouth) 

•  Isosorbide  mononitrate  and  isosorbide  dinitrate  (tablets  lhat  are 
swallowed,  chewed,  or  dissolved  in  the  mouth) 

Nitrates  are  also  lound  in  recreational  drugs  such  as  amyl  nitrate  or  nitrite 
("poppers").  If  you  are  not  sure  if  any  of  your  medicines  contain  nitrates,  or 
if  you  do  not  understand  what  nitrates  are.  ask  your  doctor  or  pharmacist. 

VIAGRA  is  only  for  patients  with  erectile  dysfunction  VIAGRA  is  not 
for  newborns,  children,  or  women.  Do  not  let  anyone  else  take  your 
VIAGRA.  VIAGRA  must  be  used  only  under  a  doctor's  supervision. 

•  What  VIAGRA  Does  Not  Do 

•  VIAGRA  does  not  cure  erectile  dysfunction.  It  is  a  treatment  for 
erectile  dysfunction. 

•  VIAGRA  does  not  protect  you  or  your  partner  from  getting  sexually 
transmitted  diseases,  including  HIV— the  virus  that  causes  AIDS. 

•  VIAGRA  is  not  a  hormone  or  an  aphrodisiac. 

•  What  To  Tell  Your  Doctor  Before  You  Begin  VIAGRA 

Only  your  doctor  can  decide  if  VIAGRA  is  right  lor  you.  VIAGRA  can 
cause  mild,  temporary  lowering  of  your  blood  pressure  You  will  need 
to  have  a  thorough  medical  exam  to  diagnose  your  erectile  dysfunction 
and  to  find  out  if  you  can  safely  take  VIAGRA  alone  or  with  your  other 
medicines.  Your  doctor  should  determine  if  your  heart  is  healthy  enough 
to  handle  the  extra  strain  of  having  sex 

Be  sure  to  tell  your  doctor  if  you: 

•  Have  ever  had  any  heart  problems  (e.g.,  angina,  chest  pain,  heart 
failure,  irregular  heart  beats,  heart  attack  or  narrowing  of  the 
aortic  valve) 

•  Have  ever  had  a  stroke 

•  Have  low  or  high  blood  pressure 

•  Have  ever  had  severe  vision  loss 

•  Have  a  rare  inherited  eye  disease  called  retinitis  pigmentosa 

•  Have  ever  had  any  kidney  problems 

•  Have  ever  had  any  liver  problems 

•  Have  ever  had  any  blood  problems,  including  sickle  cell  anemia 

or  leukemia 

•  Are  allergic  to  sildenafil  or  any  of  the  other  ingredients  of  VIAGRA 

tablets 


VIAGRA 

(sildenafil  citrate)  tablets 


•  Have  a  deformed  penis,  Peyronie's  disease,  or  ever  had  an 
erection  that  lasted  more  than  4  hours 

•  Have  stomach  ulcers  or  any  types  of  bleeding  problems 

•  Are  taking  any  other  medicines 

•  VIAGRA  and  Other  Medicines 

Some  medicines  can  change  the  way  VIAGRA  works  Tell  your  doctor 
about  any  medicines  you  are  taking  Do  not  start  or  stop  taking  any 
medicines  before  checking  with  your  doctor  or  pharmacist  This  includes 
prescription  and  nonprescription  medicines  or  remedies 

•  Remember,  VIAGRA  should  never  be  used  with  medicines  that 
contain  nitrates  (see  VIAGRA  Is  Not  for  Everyone). 

•  If  you  are  taking  medicines  called  alpha-blockers  tor  the 
treatment  ol  high  blood  pressure  or  prostate  problems,  your 
blood  pressure  could  suddenly  drop  You  could  get  dizzy  or  faint, 

•  If  you  are  taking  a  protease  inhibitor,  your  dose  may  be  adjusted 
(please  see  Finding  the  Right  Dose  for  You). 

•  VIAGRA  should  not  be  used  with  any  other  medical  treatments  that 
cause  erections  These  treatments  include  pills,  medicines  that  are 
injected  or  inserted  into  the  penis,  implants  or  vacuum  pumps. 

•  Finding  the  Right  Dose  for  You 

VIAGRA  comes  in  different  doses  (25  mg,  50  mg  and  100  mg).  If  you 
do  not  get  the  results  you  expect,  talk  with  your  doctor  You  and  your 
doctor  can  determine  the  dose  that  works  best  for  you. 

•  Do  not  take  more  VIAGRA  than  your  doctor  prescribes. 

•  If  you  think  you  need  a  larger  dose  of  VIAGRA,  check  with  your 
doctor 

•  VIAGRA  should  not  be  taken  more  than  once  a  day. 

Your  doctor  may  prescribe  a  lower  dose  of  VIAGRA  in  certain 
circumstances.  For  example 

•  If  you  are  older  than  age  65.  or  have  serious  liver  or  kidney 
problems,  your  doctor  may  start  you  at  the  lowest  dose  (25  mg) 
of  VIAGRA. 

•  II  you  are  taking  protease  inhibitors,  such  as  tor  the  treatment  of  HIV. 
your  doctor  may  recommend  a  25  mg  dose  and  may  limit  you  to  a 
maximum  single  dose  of  25  mg  of  VIAGRA  in  a  48  hour  period 

•  If  you  have  prostate  problems  or  high  blood  pressure  for  which 
you  take  medicines  called  alpha-blockers,  your  doctor  may  start 
you  on  a  lower  dose  of  VIAGRA. 

•  How  To  Take  VIAGRA 

Take  VIAGRA  about  1  hour  before  you  plan  to  have  sex  Beginning  in 
about  30  minutes  and  for  up  to  4  hours,  VIAGRA  can  help  you  get  an 
erection  if  you  are  sexually  excited.  If  you  take  VIAGRA  after  a  high-fat 
meal  (such  as  a  cheeseburger  and  french  fries),  the  medicine  may  take  a 
little  longer  to  start  working  VIAGRA  can  help  you  get  an  erection  when 
you  are  sexually  excited.  You  will  not  get  an  erection  just  by  taking  the  pill. 

•  Possible  Side  Effects 

Like  all  medicines,  VIAGRA  can  cause  some  side  effects  These  effects 
are  usually  mild  to  moderate  and  usually  don't  last  longer  than  a  few 
hours  Some  of  these  side  effects  are  more  likely  to  occur  with  higher 
doses.  The  most  common  side  effects  of  VIAGRA  are  headache,  flushing 
of  the  face,  and  upset  stomach.  Less  common  side  effects  that  may 
occur  are  temporary  changes  in  color  vision  (such  as  trouble  telling 
the  difference  between  blue  and  green  objects  or  having  a  blue  color  tinge 
to  them),  eyes  being  more  sensitive  to  light,  or  blurred  vision. 

In  rare  instances,  men  taking  PDE5  inhibitors  (oral  erectile  dysfunction 
medicines,  including  VIAGRA)  reported  a  sudden  decrease  or  loss  of 
vision  in  one  or  both  eyes.  It  is  not  possible  to  determine  whether  these 
events  are  related  directly  to  these  medicines,  to  other  factors  such  as 
high  blood  pressure  or  diabetes,  or  to  a  combination  of  these.  If  you 
experience  sudden  decrease  or  loss  of  vision,  stop  taking  PDE5 
inhibitors,  including  VIAGRA,  and  call  a  doctor  right  away. 

In  rare  instances,  men  have  reported  an  erection  that  lasts  many  hours. 
You  should  call  a  doctor  immediately  if  you  ever  have  an  erection  that 
lasts  more  than  4  hours  If  not  treated  right  away,  permanent  damage  to 
your  penis  could  occur  (see  How  Sex  Affects  the  Body). 

Heart  attack,  stroke,  irregular  heart  beats,  and  death  have  been  reported 
rarely  in  men  taking  VIAGRA  Most,  but  not  all,  of  these  men  had  heart 
problems  before  taking  this  medicine.  It  is  not  possible  to  determine 
whether  tnese  events  were  directly  related  to  VIAGRA, 

VIAGRA  may  cause  other  side  effects  besides  those  listed  on  this  sheet. 
If  you  want  more  information  or  develop  any  side  effects  or  symptoms 
you  are  concerned  about,  call  your  doctor. 

•  Accidental  Overdose 

In  case  of  accidental  overdose,  call  your  doctor  right  away. 

•  Storing  VIAGRA 

Keep  VIAGRA  out  of  the  reach  of  children.  Keep  VIAGRA  in  its  original 
container  Store  at  25°C  (77°F);  excursions  permitted  to  15-30°C 
(59-86°F)  [see  LISP  Controlled  Room  Temperature]. 

•  For  More  Information  on  VIAGRA 

VIAGRA  is  a  prescription  medicine  used  to  treat  erectile  dysfunction.  Only 
your  doctor  can  decide  if  it  is  right  for  you.  This  sheet  is  only  a  summary.  If 
you  have  any  questions  or  want  more  information  about  VIAGRA,  talk  with 
your  doctor  or  pharmacist,  visit  www.viagra.com,  or  call  1-888-4VIAGRA. 
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Technology 


to  store  all  the  data.  "We  can  make  digital 
transactions  much  safer  than  in  the  real 
world,"  says  Kim  Cameron,  Microsoft's 
identity-and-  access  architect. 

One  idea  that  has  taken  root  is  the  use 
of  a  token  the  size  of  a  key  fob  that  gener- 
ates a  random  six-digit  password  every  60 
seconds.  The  big  player  here  is  RSA  Secu 
rity,  which  has  sold  20  million  of  them  to 
such  customers  as  Wells  Fargo  and  Credit 
Suisse.  E-Trade  has  handed  the  tokens  out 
to  its  most  active  customers. 

Web  sites  are  layering  on  more  secu 
rity  to  fight  the  common  Web  scam 
known  as  phishing,  in  which  spammers 
lure  people  into  logging  on  to  a  bogus  site 
and  steal  their  user  names  and  passwords 
In  April  RSA  (acquired  by  EMC  for 
$2.1  billion  last  month)  paid  $45  million 
for  Passmark,  a  company  that  created  an 
image-based  security  system. 


"We  can 
make  digital  I 
transactions  safer 

than  in  the  real  I 
 world."  I 

One  Passmark  client,  Bank  of  Amer- 
ica, asks  customers  to  recall  a  photo  they 
previously  selected  for  access  to  online 
statements;  then  they  enter  a  password. 
The  images  are  warm  and  fuzzy  shots  of 
puppies  and  sunsets  alongside  short-text 
descriptions  that  customers  must  also 
identify.  Bank  of  New  Zealand  customers 
access  online  files  by  using  a  password, 
then  selecting  combinations  from  unique 
grids  of  numbers  and  letters  that  resemble 
the  game  Battleship.  Yahoos  log-on  page 
now  displays  a  user-selected  photo  to 
assure  people  they're  not  being  phished. 

Imagic  Software  in  Solvang,  Calif,  sells 
software  that  analyzes  a  user's  typing  habits 
to  build  a  biometric  profile.  So  long  as  you 
have  both  hands  on  the  keyboard,  "if  you 
happen  to  have  a  crying  toddler  on  your 
knee  or  you're  groggy,  we'll  still  recognize 
you,"  says  Imagic  Vice  President  Craig 
Maszer.  So  far  just  a  few  firms  use  Imagic 
for  employees.  F 
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CONVERGENCE 

The  Future  of  Network  Communications 


convergence"  was  one  of  many  overhyped  buzzwords  in  the 
1990s.  No  longer.  Today,  enterprise  network  managers  are 
actively  planning  and  deploying  converged  business  network 
ices.  According  to  industry  analysts  at  Current  Analysis,  over  the 
|i  three  to  four  years,  business  customers  have  moved  beyond  the 
Mate  of  whether  to  transform  their  networks  to  the  nuts-and-bolts 
.Mining  and  implementation  of  converged  networks  based  on 
Irrnet  Protocol  (IP).  It's  an  exciting  time  in  the  communications 
lljstry  because  businesses  have  used  converged  services  to  achieve 
H  economic  gains,  driving  down  the  cost  of  communications.  At  the 
lie  time,  service  providers  are  offering  a  new  generation  of  network 
mices  that  unite  work,  home  and  mobile  environments, 
liusiness  technology  managers  are  now  asking,  "What  type  of 
I  tion  is  right  for  my  company,  what  technology  choices  do  I 
"lid  to  make  and  should  I  manage  the  network  internally,  or  should 
JLtsource  that  responsibility  to  my  service  provider?"  In  the  pages 


that  follow,  you  will  hear  from  three  of  the  world's  preeminent 
providers  of  business  network  services,  all  of  whom  are  uniquely 
qualified  to  answer  those  questions. 

•Verizon  Business,  which  includes  the  network  service  organization 
of  the  former  MCI,  is  seeing  its  large  business  customers  select  a  fully 
managed  Private  IP  convergence  solution  at  a  rate  that  is  three  times 
higher  than  for  its  legacy  frame-relay  services. 

•  AT&T  offers  a  Four  Point  Framework  for  Convergence  that 
focuses  on  the  integration  of  the  use  of  Multiprotocol  Label  Switching 
(MPLS)  to  enable  converged  services  over  IP,  the  optimization  of 
enterprise  applications  through  a  carrier-hosted  infrastructure  and  the 
integration  of  fixed  and  mobile  access  options. 

•  Global  Crossing  is  breaking  down  the  barriers  of  distance  and 
geography  with  a  global  fiber-optic  infrastructure  that  brings  IP-VPN 
network  services  to  600  cities  in  60  countries,  offering  its  enterprise 
customers  an  industry-leading  uptime  of  99.999%. 
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Global  Crossing  Gains  From  Growing 


Demand  for  Global  Business  Service: 


The  old  barriers  of  distance  and  geography  no  longer  apply  in  a  world  ringed  by  fiber-opti 
networks  that  have  vastly  reduced  the  cost  of  carrying  voice  and  data  across  internationa 
borders.  As  a  result,  maintaining  global  competitiveness  is  even  more  important. 


Now  that  call  centers  can  be  locat- 
ed in  nearly  any  region  of  the 
world,  new  competition  can 
come  from  any  country.  One  key  factor  in 
the  competitive  equation  is  the  availability  of 
cost-effective  communications,  and  since  IP- 
based  Virtual  Private  Networks  (VPNs)  are 
especially  suited  to  converging  voice,  video 
and  data  on  a  single  network  infrastructure, 
demand  for  international  IP  services  has 
grown  exponentially  in  recent  years. 

Few  telecommunications  carriers  are  as  well 
positioned  to  meet  that  demand  as  Global 


than  2.5  billion  minutes  per  month  and  com- 
prises more  than  80%  of  the  voice  traffic  on  its 
network.  Clearly,  Global  Crossing  is  uniquely 
positioned  to  deliver  on  the  promise  of  this 
technology  via  its  core  network,  which  con- 
nects more  than  300  cities  in  28  countries 
worldwide  and  delivers  services  to  more  than 
600  cities  in  60  countries  and  6  continents  — 
all  with  an  industry-leading  uptime  guarantee 
of  99.999%.  In  addition,  the  company  was  one 
of  the  first  to  deploy  a  global  IP  network  based 
on  Multiprotocol  Label  Switching  (MPLS), 
which  provides  better  control  over  network 


will  support  converged  voice,  data  and  vide<| 
over  a  single  IP  network.  Banco  Santandel 
will  use  Global  Crossing's  Managed  IF  VPM 
Service  to  transport  voice  and  data,  as  well  il 
IP  videoconferencing  solutions,  among  th 
bank's  many  international  office  locations 
especially  in  Latin  America. 

Northrop  Grumman,  a  leading  American 
defense  contractor,  selected  Global  Crossm 
to  provide  a  secure,  private,  fiber-optic  baclal 
bone  network  for  the  U.S.  Air  Force.  Thil 
international  network  allows  pilots  in  2 
locations  worldwide,  including  air  bases  as  fa| 


Global  Crossing  ranked  fourth  in  the  2006  InformationWeek  500  — 

an  annual  listing  of  the  most  innovative  users  of  information  technology  in  the  United  States. 

The  company  also  took  first  place  among  telecommunications  providers  participating  in  the  listing. 


The  Global  Crossing  Four  Point  Solution 

Technology: 

•  Global  fiber-optic  backbone  and  Converged  IP  Services 

•  99.999%  network  uptime 

Security: 

•  Privately  owned  and  operated  infrastructure 

•  Physical  and  logical  security 


Support: 

•  Consistent  global  customer  support 

•  Industry-leading  customer  satisfaction  scores 

Control: 

•  On-demand,  software-driven  solutions  customized 
to  suit  business  needs 


Crossing,  whose  privately  owned  and  operated 
global  fiber-optic  network  supports  business- 
critical  IP  solutions,  such  as  IP  VPN  services 
and  Voice  over  IP  (VoIP)  capabilities  that  are 
helping  enterprises  increase  productivity  and 
reduce  costs.  Global  Crossing  also  is  leading 
industry-changing  efforts  to  implement  VoIP 
peering  arrangements  with  VoIP  service 
providers  and  other  like-minded  companies 
who  share  its  vision  to  unleash  the  full  potential 
of  enhanced  IP  communications  solutions. The 
company  has  a  long-standing  reputation  as  a 
VoIP  innovator.  In  fact, VoIP  is  currently  more 


traffic  flows,  thereby  enabling  the  carrier  to 
provide  superior  quality  of  service  to  its  cus- 
tomers. In  order  to  meet  the  growing  demand 
for  international  IP  services,  Global  Crossing 
has  recently  quadrupled  its  IP  backbone 
capacity  through  its  IP  Supercore  platform. 

That  is  why  some  of  the  world's  leading 
companies  have  turned  to  Global  Crossing  to 
support  their  business  network  services.  One 
example  is  Banco  Santander  International, 
the  international  arm  of  the  eighth-largest 
bank  m  the  world,  which  selected  Global 
Crossing  to  provide  a  managed  solution  that 


apart  as  Spangdahlem,  Germany,  and  Kaderj 
in  Okinawa,  Japan,  to  train  together  i| 
interactive  flight-simulation  sessions.  Than! 
to  its  precedent-setting  National  Securil 
Agreement  with  the  U.S.  federal  governmeij 
and  security  certifications  with  the  UJ 
government,  Global  Crossing  is  fully  qual) 
fied  to  win  critical  contracts  supporting  th 
most  demanding  applications  for  the  mo 
securitv-conscious  customers. 


Global  Crossing) 

www.globalcrossing.com 


Global  Crossing 


One  planet.  One  network.lnfinite  possibilities. 


Advertisement  4 


he  New  AT&T's  Four  Point  Framework 

For  Convergence 


The  convergence  of  networking  technologies  today  is  creating  powerful  new  methods  tc 
help  enterprises  strengthen  their  performance.  The  keys  to  convergence  success  are  to  under 
stand  what  convergence  can  achieve  for  your  organization,  determine  which  convergent 
areas  will  provide  the  greatest  benefit,  and  plan  and  implement  the  steps  required  to  mak« 
convergence  a  success.  Having  undergone  its  own  transformation,  AT&T  is  now  perhap 
the  best-positioned  global  service  provider  to  understand  and  anticipate  the  needs  of  it 
customers  as  they  face  similar  challenges  on  the  road  to  convergence. 


While  the  benefits  of  conver- 
gence are  real  and  quantifiable, 
converging  an  enterprise  com- 
munications infrastructure  is  a  challenge  for  any 
business.  To  help  its  customers  understand  the 
process,  AT&T  has  distilled  the  convergence 
paradigm  down  to  a  four  point  framework: 

Enable  the  Network  With  Multiprotocol 
Label  Switching  (MPLS). 

When  migrating  to  a  converged  com- 
munications environment,  businesses  can 
offload  the  up-front  capital  costs  via  a  service 
provider  solution.  Accessible  from  127  coun- 
tries, AT&T's  global  MPLS  Virtual  Private 
Network  (VPN)  offers  the  security  and  relia- 
bility found  in  frame  relay  and  Asynchronous 
Transfer  Mode  (ATM),  plus  the  performance 
and  flexibility  that  IP  networks  provide. 

Optimize  the  Application  Infrastructure. 

Many  enterprises  are  struggling  with  the 
cost  and  complexity  of  trying  to  maintain 
isolated  application  platforms.  By  converging 
different  applications  onto  multi-service  net- 
works, businesses  can  access  a  truly  optimized 
carrier-hosted  application  infrastructure  that 
costs  less  to  operate  and  is  easier  to  control. 


"We've  been  converging  AT&T's  global  IP 
network  and  we've  learned  a  great  deal 
about  how  to  evolve  the  core  infrastructure 
into  a  converged  architecture  ...  We're  taking 
those  learnings  to  the  customer." 

—  Tom  Siracusa,  Director  of  VPN  Strategy,  AT&T  Labs 


Take  Advantage  of  Services  Over  IP. 

The  convergence  of  different  modes  of 
communication  —  voice,  video,  conferenc- 
ing and  messaging  —  onto  IP  has  enabled  a 
new  era  of  real-time,  collaborative  solutions. 
However,  trying  to  ensure  interoperability 
between  networks,  systems,  applications  and 
devices  can  be  a  challenge  for  the  IT  staff. 
This  is  where  AT&T  adds  value  with  its  port- 
folio of  network-  and  premises-based  IP 
solutions  connected  via  a  converged,  global 
IP/MPLS  networking  environment  that  is 
highly  scalable,  secure  and  reliable. 

Integrate  Mobile  and  Fixed 
Access  Options. 

In  an  increasingly  mobile  environment, 
organizations  need  to  provide  "always- 
available"  applications  regardless  of  whether 


the  user  is  in  one  location  or  is  on  the  road 
Key  to  providing  that  capability  is  the  intd 
gration  of  mobile  and  fixed  access  option 
into  a  network  convergence  strategy. 

Looking  to  the  future,  the  new  AT&T's  Fo 
Point  Framework  provides  a  road  map  to 
converged  environment  that  will  help  busi 
nesses  adapt  more  quickly,  manage  complexit 
more  effectively,  utilize  existing  investmen 
strategically  and  evolve  in  a  manner  thj 
drives  productivity. 


The  new  3t&t 


Your  world.  Delivers 

www.att.com/convergence 


I  am  the  router  of  potential. 
I  am  a  green  light  for  progress. 
I  am  the  facilitator  of  success. 

This  is  my  world. 

My  world  runs  on 
Dynamic  Networking. 


The  World  According  To  Paulina 

Dynamic  Networking  from  AT&T  enables  Paulina  to  run  multiple  applications 
simultaneously  and  securely  over  a  global  IP  VPN.  Predicting  traffic  on 
the  fly  to  maximize  efficiency  across  the  enterprise.  Creating  real-time 
responsiveness,  greater  performance  and  a  green  light  to  go  full  speed 
ahead.  Learn  how  Dynamic  Networking  can  enable  your  business. 
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Going  IP? 

"Verizon  Business  Knows  the  Way" 


Few  communications  providers  are  capable  of  handling  the  complex  networking] 
requirements  of  the  world's  largest  enterprises.  Verizon  Business  is  one  that  can.  M 
company  providing  advanced  global  communications  and  information  technology 
solutions  to  thousands  of  large  business  and  government  customers  around  thtl 
world,  Verizon  Business  emerged  from  the  combined  strengths  and  assets  of  MC]| 
and  Verizon. 


Verizon  Business  has  become  a  true 
one-stop  shop  for  converged 
communications  services,  from  the 
network  to  the  desktop,  enabling  customers 
to  transition  in  their  own  manner  to 
advanced  IP-based  services.  The  company's 
flagship  Virtual  Private  Network  service 
Private  IP  runs  over  its  global  MPLS  network 
to  provide  a  level  of  security  and  reliability 
not  found  on  the  public  Internet.  Available 
in  116  countries  around  the  world  and 
integrated  with  the  provider's  VoIP  services, 
Private  IP  is  Verizon  Business's  fastest- 
growing  service  and  the  foundation  for  its 
convergence  strategy. 

"In  a  converged  environment,  networks 
matter  more  than  ever,"  says  Nancy  Gofus, 
senior  vice  president  and  chief  marketing 
officer  for  Verizon  Business.  As  companies 
consolidate,  centralize  IT  functions  and 
add  IP  telephony  to  the  mix,  she  explains, 
they  become  more  dependent  on  networks 
that  function  continuously  without  failure. 
But  converged  networks  are  much  more 
complex  to  operate  than  traditional  data 
services  such  as  frame  relay  or  ATM. That  is 
why  Verizon  Business   has  seen  strong 


"In  a  converged  environment,  networks 
matter  more  than  ever.  Managed  services 
give  our  customers  the  kind  of  operational 
performance  they  need  using  today's 
emerging  technology." 

—  Nancy  Gofus,  Senior  Vice  President  and 
Chief  Marketing  Officer,  Verizon  Business 


uptake  of  its  Managed  Services  offering  for 
Private  IP.  "In  fact,  36%  of  our  private  IP 
customers  have  opted  for  a  managed  solu- 
tion," says  Gofus.  "It  is  much  higher  than 
with  legacy  data  services,  where  maybe 
10%  elected  a  managed  solution." 

At  Verizon  Business,  the  customer  has 
always  come  first.  This  approach  is  demon- 
strated through  its  dedicated  account  teams 
and  state-of-the-art  management  systems. 
"We  have  invested  more  than  $120  million  in 
our  management  infrastructure  platform 
called  IMPACT  which  helps  us  to  deliver 
industry-leading  service-level  agreements 
(SLAs)  to  our  customers,"  says  Gofus.  For 
example,  Verizon  Business's  repair  time  SLA 
for  its  Managed  Network  Services  is  not 


based  on  monthly  averages,  as  is  the  case  wit) 
many  of  its  competitors.  "Our  SLA  guarantee 
that  we  will  fix  an  outage  within  as  little 
3.5  hours  for  each  instance  on  select  Verizo: 
Business  networks,  and  our  actual  perform 
ance  averages  about  2.5  hours,"  explain 
Gofus.  "A  managed  offer  gives  our  customel 
the  kind  of  performance  they  need  in  today 
hypercompetitive  environment." 


Vetl70n  business 

We  never  stop  working  for  you. 


www.verizonbusiness.com 


Whether  you're  moving  toward  a  global  IP  solution 


or  a  single  application  like  VoIP,  the  experts  at 


erizon  Business  can  take  you  there.  Our  global  \P  network 


delivers  a  wide  range  of  scalable  solutions.  And  our 


people  can  help  you  design,  manage  and  optimize  your 


transition  to  IP— on  your  timeline,  and  on  your  terms. 


verizonbusiness.  com 


lobal  IP. 


we  know  the  way. 


Vetl70n  business 


pOG  Verizon.  All  Rights  Reserved. 


100      FORBES       OCTOBER  30,  2006 


Health  

body,  could  not  fully  open. 

The  next  step  would  usually  be  to  have 
open-heart  surgery  to  replace  his  aortic 
valve  with  a  new  valve,  a  mechanical  one 
or  one  taken  from  a  cow  or  pig. 

But  Skierka  was  too  frail  to  undergo 
another  open-heart  procedure,  so  he  was 
sent  home  without  treatment. 

Some  100,000  elderly  Americans 
receive  new  aortic  valves  each  year.  And 
30,000  more  are  in  need  of  one  but  can't  get 
it  because  the  method  of  replacement — 
open-heart  surgery— might  kill  them. 
Doctors  must  halt  a  patient's  heart  to 
extract  the  old  valve  and  stitch  in  a  new 
one.  Patients  are  kept  alive  on  a  heart-lung 


machine  during  the  operation.  The  surgery 
can  cost  $50,000  and  can  require  a  week- 
long  stay  in  the  hospital. 

Yet  without  treatment  half  of  these 
30,000  ineligible  patients  will  die  within  six 
months  of  the  first  symptoms  of  heart  fail- 
ure. Klemens  Skierka  might  have  been  one 
of  them  but  for  a  new  breakthrough  that 
may  help  thousands  of  patients  like  him. 

A  few  weeks  after  he  was  sent  home  his 
daughter  took  him  to  the  Montreal  Heart 
Institute.  There  Skierka  was  implanted  with 
an  experimental  valve  developed  by  a 
French- American  firm  called  Core  Valve. 
Instead  of  subjecting  Skierka  to  open- 
heart  surgery,  the  doctor  made  a  small 
incision  in  his  groin  and  guided  a  thin 
metal  hourglass-shape  frame  holding  a 
tightly  folded  porcine-tissue  valve  into 
his  heart.  While  his  heart  continued  to 
pump,  the  frame  expanded  outward, 
forcing  the  old  valve  open  so  the  new  one 
could  expand  into  place.  Prep  time  aside, 
the  procedure  took  15  minutes. 

"I  breathe  good,  I  feel  good,"  says 


Skierka,  who  walks  a  half-mile  every  day. 

The  CoreValve  procedure  has  been  in 
clinical  testing  in  Europe  and  Canada  since 
2004.  Two  patients  in  India  died  shortly  after 
receiving  the  first  valves  in  2004,  but  the  next 
81  patients  are  alive  today.  If  the  trial  proves 
successful,  regulatory  approval  from  the 
European  Union  and  Canada  may  come  by 
2007.  Regulators  will  want  to  see  that 
Core  Valves  tightly  folded  tissue  can  be  im- 
planted safely  and  lasts  at  least  a  year.  Valves 
implanted  the  old  way  are  expected  to  work 
for  15  years,  or  more  with  a  bit  of  luck. 

Core  Valve's  founder,  Jacques  Seguin, 
a  50-year-old  cardiac  surgeon  formerly  at 
Paris'  Henri  Mondor  Hospital,  believes 


his  method  can  make  the  brutality  of 
open-heart  surgery  a  thing  of  the  past. 
Seguin  has  the  confidence  of  a  tinkerer 
and  the  expertise  of  a  surgeon:  He  has 
personally  performed  4,000  valve- 
replacement  surgeries.  In  1996  he 
licensed  a  heart-valve  repair  device  he 
developed  to  St.  Jude  Medical  for  an 
undisclosed  sum.  In  the  late  1990s  he  set 
up  companies  to  develop  several  more 
heart  repair  technologies  similar  to 
CoreValve's. 

In  2001  he  retired  as  a  surgeon  to 
focus  on  CoreValve  and  the  commercial- 
izing of  a  catheter  that  could  be  used  to 
help  high-risk  patients.  He  assembled  a 
handful  of  French  and  German  engineers 
to  design  the  system.  Since  starting  the 
company,  Seguin  has  raised  $30  million 
and  spent  $18  million;  he  figures  he  needs 
to  raise  $25  million  more  to  fund  the  U.S. 
trials  he  hopes  to  start  next  year.  In  Sep- 
tember he  reincorporated  CoreValve  as  a 
U.S.  company  and  may  take  the  company 
public  next  year.  If  trials  start  on  schedule, 


Food  &  Drug  Administration  approval 
could  come  by  2010. 

A  key  feature  of  Seguin's  valve  is  the 
hourglass-shape  lattice  that  holds  it  in 
place.  It  is  made  of  a  heat-sensitive  nickel- 
titanium  alloy  called  Nitinol  that  is  used 
in  vascular  stents.  When  the  delivery 
catheter  reaches  the  heart,  the  tightly 
folded  replacement  valve  is  released  from 
inside.  Body  heat  and  the  radial  force  of 
the  Nitinol  frame  causes  it  to  spring  open, 
pushing  the  diseased  heart  flaps  flat 
against  the  artery  wall.  "It  continues  to 
expand  in  the  hours  and  days  following," 
says  Seguin.  Outward  force  locks  the 
porcine-tissue  valve  into  place.  No 
sutures  are  used. 

Edwards  Lifesciences,  which  controls 
half  the  $1  billion  tissue-valve  market, 
hopes  to  bring  its  own  catheter-delivered 
valve  to  market  in  Europe  next  year. 
In  2004  Edwards  bought  Percutaneous 
Valve  Technologies,  cofounded  by 
another  French  heart  doctor,  for 
$125  million  to  get  the  technology.  But 
Edwards'  catheter  approach  inflates  the 
new  valve  into  place  with  a  balloon, 
which  makes  it  substantially  wider  than 
the  CoreValve  design  and  more  difficult 
to  thread  through  narrow  arteries. 
"That's  a  distinct  advantage  of  CoreValve," 
Edwards  Chief  Executive  Michael  A. 
Mussallem  concedes.  He  says  his  catheter 
will  be  smaller  in  the  future. 

CoreValve's  Seguin  plans  to  bring  his 
valve  to  market  without  the  help  of  a  bigger 
partner.  Cardiac  surgeon  Lars  Svensson  at 
the  Cleveland  Clinic  sees  a  future  for  such 
a  device  but  nothing  like  being  a  replace- 
ment for  open-heart  surgery.  "You  have 
patients  with  other  problems  that  need  to 
be  fixed"  with  surgery  at  the  same  time,  he 
says.  "My  guess  would  be  that  in  ten  years 
maybe  10%  to  30%  of  patients  undergoing 
conventional  open-heart  valve  surgery 
may  be  candidates"  for  the  less  intrusive 
approach. 

Cardiologist  Carlos  E.  Ruiz  of  New 
York  City's  Lenox  Hill  Hospital,  who  per- 
formed the  first  successful  surgery  using 
a  CoreValve  "percutaneous  valve"  in 
Venezuela  in  2004,  says  patients  may 
demand  minimally  invasive  implants 
sooner.  "No  one  likes  to  have  his  chest 
cracked  open,"  he  says.  F 


CoreValve's  replacement  heart  valve  is  carefully  designed  to  fit  inside  a  catheter  just  6mm  in 
diameter.  A  surgeon  snakes  it  into  the  heart  from  an  incision  in  the  groin.  When  the  valve  is 
released  its  metallic  frame  expands  firmly  into  place  against  the  wall  of  the  aorta. 
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If  your  Windows  protection  is  dated, 
your  business  could  be  history. 

From  viruses  to  system  failures  to  natural  disasters,  threats  to  your  Windows-  environment  are  constantly 
evolving.  That's  why  our  Windows  protection  isn't  the  same  as  it  was  two  years  ago— or  two  weeks  ago. 
Symantec  is  the  market  leader  in  Windows  security,  backup  and  recovery  so  we  can  provide  complete 
protection  of  your  systems,  data  and  applications.  Because  it's  not  just  your  Windows  system  we're 
protecting,  it's  your  business.  Get  the  right  protection  at  www.symantec.com/windowsprotection 


Copyright  ©  2006  Symantec  Corporation.  All  rights  reserved.  Symantec  and  the  Symantec 
Logo  are  trademarks  or  registered  trademarks  of  Symantec  Corporation  or  its  affiliates  in 
the  U  S.  and  other  countries.  Other  trademarks  are  property  of  their  respective  owners. 
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Toppling 
Linux 


Software  radical  Richard  Stallman  helped 

build  the  Linux  revolution.  Now  he 
threatens  to  tear  it  apart  I  By  Daniel  Lyons 


THE  FREE  LINUX  OPERATING  SYSTEM  SET  OFF  ONE  OF  THE  BIGGEST 
revolutions  in  the  history  of  computing  when  it  leapt  from  the  fingertips 
of  a  Finnish  college  kid  named  Linus  Torvalds  15  years  ago.  Linux  now 
drives  $15  billion  in  annual  sales  of  hardware,  software  and  services,  and 
this  wondrous  bit  of  code  has  been  tweaked  by  thousands  of  independ- 
ent programmers  to  run  the  world's  most  powerful  supercomputers,  the 
latest  cell  phones  and  TiVo  video  recorders  and  other  gadgets. 
But  while  Torvalds  has  been  enshrined  as  the  Linux  movement's  creator,  a  lesser- 
known  programmer — infamously  more  obstinate  and  far  more  eccentric  than  Tor- 
valds—wields  a  startling  amount  of  control  as  this  revolution's  resident  enforcer.  Richard 
M.  Stallman  is  a  53-year-old  anticorporate  crusader  who  has  argued  for  20  years  that 
most  software  should  be  free  of  charge.  He  and  a  band  of  anarchist  acolytes  long  have 
waged  war  on  the  commercial  software  industry,  dubbing  tech  giants  "evil"  and 
"enemies  of  freedom"  because  they  rake  in  sales  and  enforce  patents  and  copyrights — 
when  he  argues  they  should  be  giving  it  all  away. 

Despite  that  Utopian  anticapitalist  bent,  Linux  and  the  "open-source"  software 
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movement  have  lured  billions  of  dollars  of  investment  from  IBM, 
Hewlett-Packard,  Red  Hat  and  other  tech  vendors,  plus  corpo- 
rate customers  such  as  Wall  Street  banks,  Google  and  Amazon 
and  Hollywood  special-effects  shops.  IBM  has  spent  a  billion  dol- 
lars embracing  Linux,  using  it  as  a  counterweight  to  the 
Microsoft  Windows  monopoly  and  to  Sun  Microsystems'  Unix- 
based  business. 

Now  Stallman  is  waging  a  new  crusade  that  could  end  up 
toppling  the  revolution  he  helped  create.  He  aims  to  impose  new 
restrictions  on  IBM  and  any  other  tech  firm  that  distributes  soft- 
ware using  even  a  single  line  of  Linux  code.  They  would  be  for- 
bidden from  using  Linux  software  to  block  users  from  infringing 
on  copyright  and  intellectual-property  rights  ("digital  rights 
management");  and  they  would  be  barred  from  suing  over 
alleged  patent  infringements  related  to  Linux. 

Stallman's  hold  on  the  Linux  movement  stems  from  the  rad- 
ical group  he  formed  in  1985:  the  Free  Software  Foundation.  The 
Boston  outfit,  which  he  still  runs,  is  guided  by  a  "manifesto"  he 
published  that  year,  urging  programmers  (hackers)  to  join  his 
socialist  crusade.  The  group  made  Stallman  a  cult  hero  among 
hackers— and  ended  up  holding  licensing  rights  to  crucial  soft- 


TORVALDS 
THE  TRAITOR? 
HUH? 

For  years  he  was  hailed  If 
as  a  hero.  Now  the  » 
software  radicals 
are  turning  on  him. 


NOT  LONG  AGO  LINUS  TORVALDS  WAS  HAILED  AS  A  HERO  FOR  CREATING  LINUX,  REVERED 
by  thousands  of  open-source  hackers.  But  now  that  he  opposes  the  onerous  new 
Linux  license  pushed  by  free-software  radical  Richard  Stallman,  Torvalds  is  being 
vilified  in  blogs  and  bashed  as  a  traitor.  "Linus  has  taken  an  existing  community,  where 
everything  but  the  kernel  was  done  before  he  came  along,  and  subverted  it  to  his  own 
purposes,"  says  Bruce  Perens,  a  longtime  Linux  developer  loyal  to  Stallman.  "To  some 
extent  Linus  has  never  gotten  some  parts  of  the  whole  culture.  We  were  all  working 
on  open-source  software  before  Linus  came  along.  So  why  is  the  system  called  'Linux'?" 

Torvalds  is  a  brilliant  programmer  and  an  affable  guy  with  a  keen  and  often  self- 
deprecating  sense  of  humor.  "It's  certainly  not  like  I've  ever  been  universally  loved,  so 
I'll  take  the  ups  with  the  downs,"  he  says.  "In  the  end  it's  not  a  popularity  contest.  It's 
about  doing  the  right  thing  from  a  technical  angle,  and  sometimes  people  forget  that." 
He  adds:  "If  I've  been-a  'biggest  hero,'  it's  always  been  because  everybody  else  looked 
even  worse,  or  people  just  forgot  about  the  previous  week  when  somebody  called  me 
bad  names.  I  have  a  philosophy  in  life,  which  is:  It  doesn't  matter  what  you  say,  it  mat- 
ters what  you  do.  Too  many  people  talk.  Too  few  people  actually  do."  — D.L 


ware  components  that  make  up  the  Linux  system. 

Stallman  hopes  to  use  that  licensing  power  to  slap  the  new 
restraints  on  the  big  tech  vendors  he  so  reviles.  At  worst  it  could 
split  the  Linux  movement  in  two — one  set  of  suppliers  and  cus- 
tomers deploying  an  older  Linux  version  under  the  easier  rules 
and  a  second  world  using  a  newer  version  governed  by  the  new 
restrictions.  That  would  threaten  billions  of  dollars  in  Linux 
investment  by  customers  and  vendors  alike. 

A  cantankerous  and  finger-wagging  freewheeler,  Stallman 
won't  comment  on  any  of  this  because  he  was  upset  by  a  previous 
story  written  by  this  writer.  But  his  brazen  gambit  already  is  roil- 
ing the  hacker  world.  His  putsch  "has  the  potential  to  inflict  mas- 
sive collateral  damage  upon  our  entire  ecosystem  and  jeopardize 
the  very  utility  and  survival  of  open  source,"  says  a  paper  pub- 
lished in  September  by  key  Linux  developers,  who  "implore" 
Stallman  to  back  down.  "This  is  not  an  exaggeration,"  says  James 
Bottomley,  the  paper's  chief  author.  "There  is  significant  danger 
to  going  down  this  path."  (Stallman's  camp  claims  Bottomley's 
paper  contains  "inaccurate  information.") 

Simon  Lok,  chief  of  Lok  Technology  in  San  Jose,  Calif.,  a 
maker  of  cheap  wireless -networking  gear,  dumped  Linux  a  few 
years  ago  in  fear  of  the  Stallman  bunch.  "I  said, 
'One  day  these  jackasses  will  do  something 
extreme,  and  it's  going  to  kill  us.'  Now  it's  com- 
ing to  fruition,"  Lok  says.  "Some  of  this  stuff  is 
just  madness.  These  guys  are  fanatics."  He  adds: 
"Who  do  these  people  think  they  are?" 

Even  the  Linux  program's  progenitor  and 
namesake,  Linus  Torvalds,  rejects  Stallman's 
new  push  to  force  tech  companies  to  design 
their  software  his  way  and  to  abandon  patent 
rights.  Torvalds  vows  to  stick  with  the  old 
license  terms,  thereby  threatening  the  split  that 
tech  vendors  so  fear.  The  new  license  terms 
Stallman  proposes  "are  trying  to  move  back 
into  a  more  'radical'  and  'activist'  direction,' 
Torvalds  says  via  e-mail.  "I  think  it's  great  when 
people  have  ideals — but  ideals  (like  religion) 
are  a  hell  of  a  lot  better  when  they  are  private. 
I'm  more  pragmatic." 

But  then,  Richard  Stallman  rarely  is  prag- 
matic— and  in  some  ways  he  is  downright 
bizarre.  He  is  corpulent  and  slovenly,  with  long, 
scraggly  hair,  strands  of  which  he  has  been 
known  to  pluck  out  and  toss  into  a  bowl  of 
soup  he  is  eating.  His  own  Web  site  (www.stall- 
man.org)  says  Stallman  engages  in  what  he 
calls  "rhinophytophilia" — "nasal  sex"  (also  his 
term)  with  flowers;  he  brags  of  offending  a 
bunch  of  techies  from  Texas  Instruments  by 
plunging  his  schnoz  into  a  bouquet  at  dinner 
and  inviting  them  to  do  the  same. 

His  site  also  boasts  a  recording  of  him 
singing — a  capella  and  badly — his  own 
anthem  to  free  software.  ("Hoarders  can  get 
piles  of  money  /  that  is  true,  hackers,  that  is 
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The  more  you  have  to  store, 
the  more  reliability  matters. 

Fujitsu  ETERNUS®  Storage  Systems:  Uncompromising 
reliability  for  your  most  demanding  applications. 


To  help  enterprises  manage  the  flood  of  mission-critical  data,  Fujitsu  ETERNUS  Storage  Systems  deliver  the 
reliability  and  availability  data  centers  require.  For  continuous  data  access  and  easier  maintenance,  major 
components  are  highly  redundant  and  hot-swappable.  The  controller  modules'  software  can  also  be  upgraded 
without  shutting  down  or  rebooting.  A  built-in  statistical  failover  mechanism  ensures  stable  operation  by  disabling 
components  exhibiting  intermittent  failures.  Furthermore,  disk  data  encryption  using  128-bit  AES  provides  security 
against  data  theft.  Go  to  us.fujitsu.com/computers/reliability3  for  more  information. 


DATA  PROTECTION— Online,  efficient  disk-to-disk 
backup  using  tiered  storage 


DISASTER  RECOVERY— Cost-effective,  secure 
remote  data  replication  over  iSCSI 
with  IPsec  data  encryption 
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true.  /  But  they  cannot  help  their  neighbors,  that's  not  good, 
hackers,  that's  not  gooood,"  he  warbles,  which  culminates  in 
polite  applause  from  his  followers.)  He  hasn't  hacked  much  new 
code  in  a  decade  or  more.  Instead  he  travels  the  world  to  give 
speeches  and  pull  publicity  stunts,  donning  robes  and  a  halo  to 
appear  as  a  character  he  calls  "St.  IGNUcius"  and  offer  blessings 
to  his  followers.  (GNU,  coined  in  his  first  manifesto,-  is  pro- 
nounced "Ga-NEW"  and  stands  for  "Gnu's  Not  Unix";  the  cen- 
tral Linux  license  is  known  as  the  GNU  license.) 

And  though  he  styles  himself  as  a  crusader  for  tech  "free- 
dom," Stallman  labors  mightily  to  control  how  others  think, 
speak  and  act,  arguing,  in  Orwellian  doublespeak,  that  his  rules 
are  necessary  for  people  to  be  "free."  He  won't  speak  to 
reporters  unless  they  agree  to  call  the  operating  system 
"GNU/Linux,"  not  Linux.  He  urges  his  adherents  to  avoid  such 
terms  as  "intellectual  property"  and 
touts  "four  freedoms"  he  has  sworn  to 
defend,  numbering  them  0,  1, 2  and  3. 
In  June  Stallman  attempted  to  barge 
into  the  residence  of  the  French  prime 
minister  to  protest  a  copyright  bill,  then 
unrolled  a  petition  in  a  Paris  street 
while  his  adoring  fans  snapped  photos. 

Long  ago  Stallman  was  a  gifted 
programmer.  A  1 974  graduate  of  Har- 
vard with  a  degree  in  physics,  he  began 
graduate  school  at  Massachusetts  Insti- 
tute of  Technology  but  dropped  out 
and  took  a  job  in  an  MIT  lab.  There  he 
grew  furious  that  companies  wouldn't 
let  him  tinker  with  the  code  in  their 
products.  A  Xerox  laser  printer  was  a 
key  culprit.  In  the  early  1980s  he  called 
on  hackers  to  fight  their  oppressors  by 
helping  him  create  a  free  clone  of  Unix, 
naming  it  GNU. 

Stallman  and  his  allies  hacked  away 
for  nearly  a  decade  but  couldn't  get  GNU 
to  work.  In  1991  Torvalds,  then  an  un- 
known college  kid  in  Finland,  produced 
in  six  months  what  Stallman's  team  had 
failed  to  build  in  years— a  working  "ker- 
nel" for  an  operating  system.  Torvalds  posted  this  tiny  230-kilo- 
byte  file  containing  10,000  lines  of  code  to  a  public  server,  dubbing 
it  "Linux"  and  inviting  anyone  to  use  it. 

Soon  people  were  combining  Torvalds'  Linux  kernel  with 
Stallman's  GNU  components  to  make  a  complete  operating 
system.  The  program  was  a  hit.  But  to  Stallman's  dismay  people 
referred  to  it  as  Linux,  not  GNU.  Torvalds  became  famous. 
Stallman  got  pushed  aside.  The  ultimate  insult  came  in  1999 
when  his  Free  Software  Foundation  was  given  a  "Linus  Torvalds 
Award."  Stallman  accepted  but  said  it  was  "like  giving  the  Han 
Solo  award  to  the  Rebel  Alliance." 

As  programn  n  hundreds  of  building  blocks  to  add 
to  Linux,  Stallman's  Free  Sofh  ire  Foundation  persuaded  them 
to  hand  over  their  copyrights  o  the  group  and  let  it  handle 


licensing  of  their  code.  Stallman  wrote  the  central  license  for 
Linux:  the  GNU  General  Public  License  or  GPL.  For  his  part, 
Linux  creator  Torvalds  never  signed  his  creation  over  to  the 
group — but  he  did  adopt  the  GNU  license,  granting  Stallman 
further  sway. 

In  recent  years  Stallman  and  the  FSF  have  been  cracking 
down  on  big  Linux  users,  enforcing  terms  of  the  existing  license 
(GPLv2,  for  version  2)  and  demanding  that  the  big  tech  outfits 
crack  open  their  proprietary  code  whenever  they  inserted  lines 
from  Linux.  Cisco  and  TiVo  have  been  targets;  Cisco  caved  in  to 
Stallman's  demands  rather  than  endure  months  of  abuse  from  his 
noisy  worldwide  cult  of  online  jihadists.  Nvidia,  which  makes 
graphics  cards  for  Linux  computers  but  won't  release  enough  of 
the  code  behind  them  to  satisfy  Stallmanites,  also  came  under 
attack.  "It's  an  enemy  of  the  free  software  community,  so  we  call 


OBEY  ME  AND  BE  FREE:  Eccentric  activist  Richard  M.  Stallman,  a  crusader  against  proprietary 

commercial  software,  offers  a  tongue-in-cheek  blessing  in  the  guise  of  a  character  he  calls  "St.  IGNUcius." 


them  'inVideous,'"  says  Peter  Brown,  executive  director  of  the| 
Free  Software  Foundation. 

Now  the  Stallman  stalwarts  are  pushing  a  new  version  of  the 
Linux  license — GPLv3,  with  its  tougher  restrictions  and  a  ban  onl 
anything  that  would  protect  or  enforce  copyright  and  otherl 
digital  rights.  Thus  Stallman  is  living  an  anarchist's  dream:  Thel 
tech  giants  he  has  spent  his  career  attacking  send  lawyers  to  sit  all 
his  feet  and  beg.  Stallman  has  invited  companies  to  comment  onl 
his  drafts  but  insists  he  alone  decides  what  goes  into  the  finall 
version,  due  in  early  2007. 

Often  he  won't  listen.  HP  suggested  changes  in  patenll 
language  in  the  new  license.  In  a  sign  of  how  much  fear  Stallmarl 
inspires  even  at  the  largest  tech  company  in  the  world,  HP'sl 
lawyers  emphasize  they  didn't  "ask  for  changes" — they  merehjl 
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Fractional  Jet  Ownership  Designed  Around  You 
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Toppling  Linux 


"suggested  modifications."  Whatever.  Stallman  rejected  them. 

In  September  a  committee  of  leading  Linux  companies  spent 
two  days  in  Chicago  discussing  the  GPLv3  with  Stallman's  repre- 
sentatives— and  left  worried.  Stallmans  camp  refused  to  answer 
even  simple  questions  about  whether  v2  and  v3  code  will  be  able 
to  coexist.  "They've  been  at  this  for  nine  months,  and  it's  time  to 
clarify.  Everyone  wants  to  make  sure  that  Linux  keeps  accelerat- 
ing," says  Stuart  Cohen,  chief  executive  of  Open  Source  Develop- 
ment Labs,  a  vendor-funded  consortium  in  Beaverton,  Ore.  that 
employs  Linus  Torvalds  and  supports  Linux  development. 

Most  major  tech  vendors  declined  comment  rather  than  risk 
tangling  with  Stallmans  enforcers,  such  as  his  sidekick  and  attor- 
ney, Columbia  Law  School  professor  Eben  Moglen.  A  spokesman 
for  Novell,  the  second-biggest  Linux  distributor,  says  the  com- 


oper  Bitmover  and  a  longtime  Torvalds  collaborator.  Even  then, 
however,  Stallman  and  his  loyalists  may  carry  on  developing  their 
own  v3  versions.  This  "forking"  of  multiple  incompatible  ver- 
sions could  lead  to  "Balkanization"  and  derail  Linux,  the  Torvalds 
camp  warns. 

Red  Hat  and  other  Linux  promoters  also  may  find  themselves 
in  an  awkward  spot  with  customers.  "IT  managers  want  to  buy 
stuff  that  puts  them  at  as  little  risk  as  possible.  If  there  was  a  risk 
that  Stallman  could  become  such  a  loose  cannon,  that's  some- 
thing most  IT  managers  would  have  wanted  to  know  before  they 
bet  their  companies  on  Linux,"  McVoy  says. 

Some  customers  are  wary.  ActiveGrid,  an  open-source  soft- 
ware maker  in  San  Francisco,  originally  planned  to  distribute 
its  program  under  a  GPL  license  but  changed  plans  after  a  big 


COLLATERAL  DAMAGE 

Richard  Stallman's  kamikaze  attack  on  Linux  could  hurt  tech  companies  that  have 
built  thriving  businesses  on  top  of  this  free  program.  These  are  the  top  targets. 


HEWLETT-PACKARD 

CEO  Mark  Hurd 

Number  one  seller  of  Linux 
servers,  reaping  S6.6  billion  in 
revenue,  peddling  30%  of  all 
units  sold  worldwide  since  1998. 
Doesn't  like  patent  rule  in  new 
Linux  license.  Suggested  changes. 
So  far,  Stallman  is  unyielding. 


NOVELL 

CEO  Ronald  Hovsepian 

Number  two  Linux  player  holds 
29%  share,  reviving  23-year-old 
tech  shop.  Relies  on  outsiders  to 
produce  some  code,  which  it 
ships  as  Suse  Linux.  Lacks  the 
guns  to  take  on  Stallman  and 
develop  a  full  Linux  line  in-house. 


RED  HAT 

CEO  Matthew  Szulik 

Top  Linux  software  shop,  with 
61%  share.  Bundles  800-plus 
programs,  some  developed  by 
outsiders,  to  form  its  Linux 
"distribution."  Needs  those 
pieces  to  be  compatible.  At  risk: 
$200  million  in  annual  revenue. 


IBM 

CEO  Samuel  Palmisano 

Has  spent  $1  billion  on  Linux 
efforts  to  shatter  the  Windows 
monopoly  of  Microsoft  and  unseat 
Sun  in  Unix.  Claims  15,000  Linux 
deployments.  Official  comment 
on  the  Stallman  standoff: 
"No  comment." 


pany  won't  comment  because  negotiations  are  ongoing.  Red  Hat 
also  declined  to  comment.  Privately  some  Linux  vendors  say  they 
hope  Stallman  will  relent  and  soften  the  terms  of  GPLv3. 

One  big  potential  victim  of  the  Stallman  stunt  is  Red  Hat,  the 
leading  Linux  distributor,  with  61%  market  share.  Red  Hat  bun- 
dles together  hundreds  of  programs  contributed  by  thousands  of 
outside  coders.  If  Linus  Torvalds  sticks  with  his  old  kernel  under 
the  older  and  less  restrictive  version-2  license,  and  Stallmanites 
ship  version-3  code,  what  is  Red  Hat  to  do?  The  two  licenses 
appear  to  be  incompatible.  There's  also  the  problem  of  forfeiting 
patent  enforcement  rights  if  Red  Hat  ships  v3  code.  Red  Hat 
could  stay  with  an  entirely  "v2"  Linux  system,  taking  on  the  bur- 
den of  developing  its  own  versions  of  whatever  programs  move 
to  v3.  But  it's  not  clear  that  Red  Hat  has  the  staffing  to  do  that. 

"Red  Hat  gets  a  lot  of  code  from  people  who  don't  work  for 
Red  Hat.  They  would  have  to  replace  all  that  and  do  the  work  in- 
house,"  says  Larry  W.  McVoy,  chief  executive  of  software  devel- 


European  bank  declared  it  wouldn't  use  products  covered  by 
the  GPL,  says  Peter  Yared,  chief  executive  of  ActiveGrid. 

The  biggest  beneficiaries  of  Stallman's  suicide-bomber  move 
could  be  other  companies  Stallman  detests:  the  proprietary  old 
guard — Microsoft,  which  pitches  its  Windows  operating  system 
as  "safer"  than  Linux,  and  Sun,  which  lost  customers  to  Linux  but 
now  hopes  to  lure  them  back  to  an  open-source  version  of  its 
Solaris  system,  which  doesn't  use  the  GPL. 

And  a  big  loser,  eventually,  could  be  Stallman  himself.  If  he 
relents  now,  he  likely  would  be  branded  a  sellout  by  his  hard-core 
followers,  who  might  abandon  him.  If  he  stands  his  ground,  cus- 
tomers and  tech  firms  may  suffer  for  a  few  years  but  ultimately 
could  find  a  way  to  work  around  him.  Either  way,  Stallman  risks 
becoming  irrelevant,  a  strange  footnote  in  the  history  of  comput- 
ing: a  radical  hacker  who  went  on  a  kamikaze  mission  against  his 
own  program  and  went  down  in  flames,  albeit  after  causing  great 
turmoil  for  the  people  around  him. 
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WHAT  GOOD  IS  II  IF 
YOUR  SYSTEMS  ARE  UP 
BUT  YOUR  BUSINESS 
IS  DOWN? 


Traditional  measures  of  IT  success,  like  five 
9's  of  availability,  bug-free  code,  and  on-time, 
on-budget  project  delivery  don't  mean  your 
IT  investment  is  increasing  your  revenue  or 
lowering  your  costs.  That's  why  the  most 
;|  successful  IT  organizations  are  shifting  their 
i  focus  from  managing  IT  outcomes  to  managing 
?  the  business  outcomes  of  IT. 

Mercury's  BTO  software  is  critical  for  getting 
|  positive  business  results  from  every  IT  initiative. 
I  From  the  delivery  of  traditional  customer-facing 
|  applications  to  regulatory  compliance  to  meeting 


best  practices,  Mercury  BTO  Enterprise  ensures 
quality,  performance  and  availability.  In  fact, 
it's  a  comprehensive  solution  to  the  challenges  . 
of  improving  the  business  results  of  IT,  while 
eliminating  the  increasing  risks  of  unpleasant 
surprises. 

So  call  us  or  visit  our  site  to  learn  more.  Because 
you're  not  just  in  IT  anymore.  You're  in  business. 

Mercury 

BUSINESS  TECHNOLOGY  OPTIMIZATION 

Visit  www.iTK-MCury.com/fbs  or  just  call  866.379.7711 


Y  THE  FIFTH  HOUR  OF  RACING, 
Tracy  Krohn,  pouring  it  on  in  a 
500hp  Ford  Riley,  was  down  by 
a  couple  of  laps.  It  was  clear  he 
wasn't  going  to  win  the  Sahlen's 
Six  Hours  of  the  Glen.  But  Krohn— at  52, 
the  oldest  full-time  driver  on  the  Grand- 
Am  circuit— was  doing  what  he  could 
to  help  his  team.  Fellow  driver  Jorg 
Bergmeister  had  just  battled  his  way  into 
the  lead.  "I  made  my  car  as  wide  as  possi- 
ble, within  the  rules,"  says  Krohn,  trying  to 
keep  competitors  from  passing  him,  zip- 
ping through  a  series  of  S  curves  over  slick 
asphalt  that  had  already  triggered  eight 
accidents  that  day.  Bergmeister  won  the 
race  by  3.4  seconds.  Krohn  Racing  ended 
the  14-race  season  in  second  place. 

Krohn  has  had  a  pretty  good  run  at  his 
other  job,  too,  as  chief  executive  of  W&T 
Offshore,  which  drills  for  oil  and  gas  in  the 
Gulf  of  Mexico.  The  company  has  scored 
in  25  of  28  wells  drilled  this  year,  a  remark- 
able record.  In  many  cases  W&T  took  100% 
stakes  in  its  deepwater  properties  instead  of 
spreading  the  risk,  as  most  operators  do.  Ear- 
lier this  year  Krohn  placed  the  biggest  bet  of 
his  career,  spending  $  1  billion  for  the  gulf  as- 
sets of  Kerr-McGee  (which  itself  was  recently 
acquired  by  Anadarko  Petroleum  Corp.).  The 
deal  doubled  the  size  of  W&T  and  will  help 
the  company  end  2006  with  net  income  of 
$250  million  on  revenue  of  $750  million. 

With  its  shares  trading  at  a  recent  $28, 
9  times  trailing  earnings,  W&T  looks  cheap. 
But  who  wants  to  invest  in  a  company  run 
by  someone  who  tears  around  a  racetrack  at 
1 50mph?  "What  makes  Tracy  different  is  that 
he's  an  engineer  who  is  also  an  optimist,"  says 
W  Reid  Lea,  Krohn's  longtime  friend  and  a 
W&T  executive  vice  president.  "He  believes 
good  things  are  going  to  happen." 


Full  Throttle 

Tracy  Krohn  Is  putting  the  "wild" 

back  in  wildcatting  By  Christopher  Helman 


That  was  hardly  a  consensus  view  30 
years  ago.  Krohn  was  a  bad  teenager  who 
bounced  in  and  out  of  four  Houston  high 
schools.  "I  didn't  have  much  interest  in  going 
to  college,"  he  recalls.  When  he  was  18  he 
bummed  around  Europe  for  a  summer  and 
on  his  way  home  stopped  by  New  Orleans, 
where  his  mother  was  working  for  Patrick 
Taylor,  the  late  oilman  and  Forbes  400  mem- 
ber. Krohn  took  a  job  working  on  a  rig  out 
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Revving:  To  prep  for  race  time,  Krohn 
works  out  on  an  elliptical  machine  while 
wearing  a  full  suit,  including  helmet. 
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n  the  gulf— just  as  a  storm  was  brewing.  He 
sound  himself  among  40  other  guys  in  var- 
ous  states  of  sobriety  as  they  made  their  way 
o  the  platform,  a  14-hour  journey  by  boat 
n  12-foot  seas.  Krohn  passed  out  in  the  first 
)ed  he  found.  "It  wasn't  long  before  the  door 
opened  and  I  saw  before  me  the  single  largest 
nan  ever,  who  yelled  at  me,  'What  the  hell 
'  ire  you  doing  in  my  bunk?"'  Krohn  was  first 
>ut  to  work  scraping  paint  on  the  deck,  then 


cleaning  out  the  sewage  system.  "After  a  week 
out  there  I  realized  that  I  wanted  to  go  to  col- 
lege after  all,"  Krohn  says. 

He  ended  up  at  Louisiana  State  Univer- 
sity, where  he  was  told  he  should  major  in 
English  because  he  didn't  have  the  grades  for 
petroleum  engineering.  Krohn  showed  them, 
getting  his  engineering  degree  and  going  to 
work  for  Mobil,  where  as  a  drilling  engineer 
he  supervised  work  on  40  offshore  wells.  After 


a  couple  of  years  he  headed  over  to  Taylor 
Energy,  working  as  a  landman — finding  and 
acquiring  promising  acreage  in  the  gulf.  But 
he  grew  antsy.  "Pat  Taylor  was  a  mentor,  but 
he  was  tough  to  work  for,"  Krohn  recalls. 
"Neither  one  of  us  could  tolerate  the  other 
for  long."  (Taylor's  widow,  Phyllis,  now  runs 
the  company.) 

hi  1983  Krohn  quit,  determined  to  start 
his  own  company.  With  $  1 2,000,  his  life  sav- 
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Tracy  Krohn 


ings,  he  began  scouting 
coastal  Louisiana  for  prom- 
ising assets.  He  needed 
more  capital  to  sink  a  well. 
So  he  dropped  in  on  Reid 
Lea  at  Hibernia  Bank  in 
New  Orleans.  Krohn  knew 
Lea's  wife  because  she 
worked  in  Taylors  land  de- 
partment. Good  thing  he 
had  that  kind  of  introduc- 
tion, because  Krohn  had 
nothing  to  offer  in  the  way 
of  collateral  except  a  barge. 
Still,  Lea  decided  to  bite.  "I 
had  a  feeling  that  this  guy 
was  probably  going  to  do  something  big,  and 
the  $499,999  he  needed  was  well  below  the 
$15  million  loan  targets  I  had  at  the  time." 
That  half  a  million  bought  a  handful  of  oil 
and  gas  wells  throwing  off  $30,000  or  so  a 
month  but  in  need  of  new  pumps  and  hard- 
ware. It  was  1985;  oil  was  at  $25  but  set  to 
fall  to  $9  in  the  months  ahead. 

On  Christmas  Day  1985  Krohn  got 
word  of  a  leak  in  one  of  his  gas  pipelines  in 
the  coastal  marshes  of  Louisiana.  He  drove 
out  there,  put  on  his  wet  suit  and  dove  down 
a  murky  10  feet  to  find  the  problem.  It  had 
to  be  patched  quickly  or  W&T  would  soon 
lose  most  of  its  production.  Fixing  it  the  tra- 
ditional way — bringing  in  a  barge,  pulling  up 
the  line  and  replacing  it — would  take  weeks, 
starting  with  the  permits.  Krohn,  who  had 
gotten  certified  in  scuba  diving  a  year  ear- 
lier, spent  the  holiday  in  his  machine  shop, 
fashioning  a  new  stretch  of  pipe  small 
enough  to  be  inserted  into  the  leaky  line  and 
seal  it  up. 

Over  the  next  decade  W&T  grew  slowly, 
plowing  its  earnings  into  new  drilling  proj- 
ects. In  1996  Krohn  bumped  into  a  big  op- 
portunity. Playing  in  a  golf  event  with  the 
chief  of  Hunt  Petroleum,  James  Parker, 
Krohn  recalls  being  at  a  dogleg  par  5,  where 
the  flag  sat  on  an  island  green  surrounded 
by  water  hazards.  Feeling  feisty,  Krohn 
picked  a  driver  and  crushed  the  ball  onto  the 
green,  finishing  with  an  eagle.  Parker  was  so 
impressed,  Krohn  recalls,  that  he  men- 
tioned an  asset  Hunt  was  looking  at  called 
Columbia  Gas,  a  unit  of  freshly  bankrupt 
United  Gas.  Parker  thought  the  asking  price 
too  high.  Krohn  took  a  look  and  said  that  if 
W&T  were  big  enough,  he'd  buy  the  whole 


Remembrances  of  rigs  past:  Krohn  (striped  shirt)  in  earlier  days. 

thing.  The  two  went  in  as  50-50  partners, 
acquiring  Columbia  for  $195  million.  Krohn 
had  to  mortgage  W&T  to  the  hilt,  raising  $25 
million  and  using  bank  loans  for  the  rest. 
They  named  the  new  company  Aviara  En- 
erg)',  after  the  golf  course.  With  Krohn  in 
charge,  they  began  finding  more  oil.  Hunt 
bought  Krohns  half  for  twice  what  Krohn 
had  invested  just  nine  months  earlier — 
enough  to  pay  off  all  W&T's  debt  and  boost 
existing  drilling  projects. 

Krohns  most  critical  gamble,  though,  was 


"I  had  a  feeling  that  this 
guy  was  probably  going 
to  do  something  big/' 


chasing  offshore  properties  of  Kerr-McGee, 
the  first  company  to  drill  a  well  beyond  the 
sight  of  land,  60  years  ago.  W&T  had  already 
quadrupled  its  size  in  the  five  years  through 
2004  by  acquiring  sizable  acreage  from  the 
likes  of  Burlington  Resources  and  EEX,  a 
struggling  exploration  company.  Nabbing 
Kerr-McGee's  242  blocks,  a  perfect  comple- 
ment to  W&T's  mostly  onshore  acreage, 
would  take  a  lot  more  coin  than  Krohn  had 
on  hand.  So  he  took  W&T  public  in  Janu- 
ary 2005,  raising  $200  million.  (Krohn  sold 
$50  million  worth;  his  remaining  55%  makes 
him  worth,  on  paper,  $1.4  billion.) 

Not  so  fast.  "We  were  quick  to  offer  the 
first  bid  but  got  rejected,"  says  Krohn.  Then 
Katrina  arrived,  knocking  90%  of  W&T's  pro- 
duction offline  and  ended  up  costing  $100 
million  to  repair.  Krohn  had  to  find  room  in 


Houston  for  his  New  Orleans  staff  of  100. 
Then  came  Hurricane  Rita.  Krohn  chartered 
a  Boeing  757  to  fly  50  employees  and  their 
families  and  pets  to  Kansas  City,  where  the 
Hyatt  had  agreed  to  take  them  all.  "We  called 
the  plane  the  Ark,"  he  laughs. 

By  no  means  had  he  forgotten  about 
Kerr-McGee.  "We  bid  again  and  got 
rejected  again,"  says  Krohn.  "But  I'm  per- 
sistent." And  the  storms  helped  soften  up 
the  market.  On  its  third  attempt  W&T  won 
Kerr's  1  million  acres,  100  producing  fields 
and  88  undeveloped  blocks  for  $1  billion — 
$270  million  in  cash  from  the  equity  sale, 
the  rest  in  bank  loans  at  8%  interest.  The 
deal  turned  W&T  into  the  third-largest 
leaseholder  in  the  shallow  waters  of  the 
gulf  after  Apache  and  Chevron.  By  year's 
end  W&T  will  be  producing  475  million 
cubic  feet  of  natural  gas  a  day  (the  energy 
equivalent  of  80,000  barrels  of  oil).  Those 
fields  weren't  cheap — W&T  paid  $3.88  per 
thousand  cubic  feet  equivalent  of  reserves, 
seven  times  the  price  tag  of  the  previous 
five  deals.  But  that  shouldn't  cramp  the 
company:  It  expects  earnings  before  inter- 
est and  taxes  of  $550  million  a  year,  more 
than  enough  for  annual  debt  service  of 
$35  million  or  so. 

And  don't  bet  against 
Krohn  Racing,  created  in 
2002.  It's  a  passion  the  wild- 
catter gave  in  to  in  1999,  in- 
spired by  the  Porsche  9 1 1  his 
father  once  owned.  A  year 
ago  Krohn  hired  the  circuit's 
youngest  driver,  Colin  Braun,  who  had  just 
turned  17.  Bold  move,  but  justified,  says 
Krohn,  because  Braun  had  been  racing  since  ! 
age  5  and  had  won  a  junior  championship 
at  15.  Braun  soon  became  the  youngest  pro 
driver  to  win  a  big  car-racing  event  in  Amer- 
ica and,  weeks  later,  with  co-driver  Bergmeis- 
ter,  he  won  again.  Yet  Braun  missed  three 
races  because  as  a  minor  he  was  barred  from 
competing  in  events  with  tobacco  sponsors 
(Philip  Morris  supports  rival  team  Penske). 
Krohn  sued  to  get  around  the  rule,  set  as  a 
condition  of  the  governments  settlement 
with  tobacco  companies.  When  that  didn't 
work,  he  tried  and  failed  to  get  rival  team 
Penske  to  cover  over  the  Marlboro  decals  on 
its  cars  and  gear.  "So  we  put  'No  Smoking' 
logos  on  all  our  cars,"  says  Krohn.  And  got 
the  teenager  behind  the  wheel.  F 
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From  global  warming  to  social  equity,  experts 
on  sustainable  development  believe  corporations 
have  an  obligation  to  find  solutions  that  work. 
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The  Ricoh  Group,  a  global, 
full-service  document 
management  solution 
provider  and  office  equipment 
manufacturer,  exceeds  the  Kyoto 
Protocol  and  other  international 
laws  and  regulations  in  its  com- 
mitment to  the  "Three  P's 
Balance."  This  is  our  vision  for 
achieving  equilibrium  between  the 
Planet,  People  and  Profit.  Ricoh 
has  publicly  committed  to  long- 
term  goals  that  it  aims  to  achieve 
by  2050.  We  can  plan  this  far  out 
by  utilizing  a  back-casting  method, 
which  first  sets  final  goals  and 
then  determines  target  values  as 
milestones  to  be  reached  on  the 
way  to  those  goals. 

For  example,  the  Environmental 
Action  Plan,  initiated  in  fiscal 
2005,  calls  for  the  environmental 
impact  levels  of  the  year  2000  to 
be  reduced  20%  by  fiscal  2010. 
Based  on  an  estimated  minimum 
annual  growth  rate  of  8%,  Ricoh 
has  also  adopted  an  "integrated 
environmental  impact"  —  encom- 
passing C02  emissions,  use  of 
chemicals  and  so  on  —  as  an 
index  for  setting  target  values. 

Ricoh  looks  confidently  to  the 
future,  knowing  that  responsible 
actions  at  every  stage  of  its  oper- 
ations today  will  set  the  pace  for 
a  better,  cleaner  and  more  sus- 
tainable world  tomorrow. 

www.ricoh.com/environment 


In  the  coming 
years,  2006  may 
be  seen  as  the 
period  in  which  the  theoretical  problems  of  the  future  became  achingly  ret 
Global  climate  change,  for  instance,  has  moved  from  the  realm  of  the  fantastic  I 
the  mundane,  as  the  polar  ice  caps  shrink  and  ancient  glaciers  slip  forever  into  tl 
sea.  Companies  have  begun  to  acknowledge  that  a  scarcity  of  resources,  from  water 
electricity,  is  more  than  just  a  temporary  restraint  on  their  manufacturing  processe 
And  the  inability  of  military  might  to  lead  to  spontaneous  social  change  has  meant  th 
long-standing  grievances  are  yet  to  be  addressed 

If  left  unchecked,  these  problems  will  threaten  not  only  our  society,  but  also  our  vei 
planet.  How  can  we  begin  to  resolve  them?  The  answer  lies  in  small  steps  and  individu 
solutions,  which  taken  together  can  promote  major  change.  "The  important  point  is  n 
to  balance  protection  of  the  environment  with  a  healthy  economy  and  lifestyle,  but  to  su 
tain  and  enhance  both  the  environment  and  a  healthy  economy  and  lifestyle,"  says  Junl 
Edahiro,  chief  executive  of  the  nonprofit  organization  Japan  for  Sustainability,  and  one 
the  world's  foremost  journalistic  authorities  on  sustainable  development.  "The  enviroi 
ment  and  the  economy  and  the  well-being  of  people  are  all  interlinked;  we  cannot  pursi 
one  of  them  without  affecting  the  others." 

While  various  government  agencies  and  world  councils  are  trying  to  impose  polici 
that  create  a  healthier  and  more  equitable  planet,  the  lessons  of  the  past  have  shown  th 
corporations  themselves  have  the  potential  to  make  the  largest  advances.  They  can  su 
ceed  by  understanding  in  detail  the  long-term  challenges  faced  by  our  global  society,  ar 
by  working  to  find  solutions  that  are  both  practical  and  profitable. 

"There's  no  single  solution,  no  magic  path,  toward  building  a  better  world  and  co 
recting  the  problems  of  today,"  says  David  Runnalls,  president  and  chief  executive  offic 
of  die  Canada-based  International  Institute  for  Sustainable  Development,  a  nonprofit  polii 
research  organization  considered  by  many  sustainability  experts  to  be  the  most  effectr 
group  of  its  kind  in  the  world.  But  that  doesn't  mean  things  are  hopeless.  Instead,  tl 


There's  no  single  solution,  no 
magic  path,  toward  building  a 
better  world  and  correcting  the 
problems  of  today  . . .  We  not  only  > 
have  to  try,  we  have  to  succeed.  W 

DAVID  RUNNALU 

International  Institute  foi 
Sustainable  Development 
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In  a  sustainable  society,  everybody  benefits. 


This  photo  is  one  of  the  roughly  35,000  taken  by  Asahi  Shimbun  photographer  Tsuyoshi  Takeda  during  the  16-month  South  Pole  Project  from  November  2003  to  March  2005 
Canon  supported  the  newspaper's  coverage  of  the  expedition  through  the  provision  of  digital  cameras  and  other  imaging  equipment 


around  the  world,  Canon  works  to  slash  CO2  emissions  at  every  stage  of  the  product  lifecycle. 

iat  does  it  take  for  a  company  to  double  its  resource  efficiency? 
non  knows.  Through  our  Maximization  of  Resource  Efficiency 
Icy,  we  are  aiming  to  accomplish  that  goal  by  2010, 
compared  to  2000.  We  measure  our  progress  numerically 
Factor  2,  an  indicator  that  calls  for  increasing  by  a  factor  of  2.0 
i  ratio  of  net  sales  to  CO2  emissions  from  the  entire 
Dduct  lifecycle.  Canon  focuses  on  energy  efficiency,  resource 
nservation  and  the  elimination  of  hazardous  substances.  We  are 
rking  without  compromise  for  a  sustainable  society  so  everyone, 
all  seven  continents,  benefits,  www.canon.com/environment/ 


Product  Lifecycle  Stages 


For  a  prosperous  world 
and  sustainable  society 
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accumulation  of  changes  and  innovations, 
and  the  ability  of  entrepreneurs  to  focus  on 
challenges  and  turn  them  into  opportunities, 
will  result  in  a  positive  impact  on  everything 
from  global  warming  to  social  justice.  "It's 
not  an  option,  either,"  says  Runnalls.  "We 
not  only  have  to  try,  we  have  to  succeed." 

REVERSING  THE 
CARBON  BUILD-UP 

Of  all  the  challenges  companies  face  in 
the  21st  century,  none  has  become  more 
urgent  in  the  last  year  than  the  need  to  re 
emissions  —  either  voluntarily  or  through  rej 
big  challenges  as  the  global  warming  story  di 
lots  of  opportunities  as  well,"  says  Runnalls. 
able  challenge  is  that  we  may  soon  be  ent( 
"carbon-constrained"  economy.  This  will  b 
very  real  risk  not  just  of  global  warming  i 
attempt  to  ward  off  potentially  cataclysmic  ev 
ing  of  the  Greenland  ice  cap,  or  the  release 


w. 


duce  carbon  dioxide 
filiation.  "That  offers 
svelops,  but  there  are 

The  biggest  foresee- 
ing what  he  calls  a 
e  in  response  to  the 
n  general,  but  as  an 
ents  such  as  the  melt- 

of  vast  quantities  of 


methane  from  the  melting  of  the  tundra  in  Canada  and  Russ: 
Either  of  these  could  result  in  devastating  consequences  to  tl 
environment  and  climate.  "These  events,  and  others  like  it,  a 
unlikely,"  says  Runnalls.  "But  they  sure  seem  a  lot  more  like 
today  than  they  did  ten  years  ago." 

To  make  the  biggest  impact  on  climate  change,  companies  a 
focused  on  making  a  transition  to  an  energy  economy  that  produc 
less  carbon  dioxide,  as  well  as  to  develop  ways  to  capture  C02  in  ti 
atmosphere  and  dispose  of  it.  Coal-fired  power  plants  in  the  Unit  ^ 
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tates,  as  well  as  those  now  being  built  in  China  and  India, 
xount  for  the  single  largest  source  of  C02  emissions,  and 
ark  ground  zero  in  the  battle  against  global  warming. 

The  utility  industry  is  now  focused  on  "carbon  cap- 
ire,"  and  the  right  combination  of  industry  initiative  and 
)vernment  support  will  be  needed  to  spur  new  technolo- 
es  to  achieve  this  goal.  "This  ranks  as  the  most  pressing 
mcern,  and  is  right  at  the  top  of  the  list  of  what  matters  in 
rms  of  sustainable  development,"  says  Runnalls.  "If  we 
m't  reduce  the  amount  of  CO,  released  from  coal-fired 
jwer  plants,  then  nothing  else  we  do  is  going  to  matter." 

ROTECTING  WATER  SUPPLIES 

Preserving  the  Earth's  supply  of  fresh  water  ranks  as 
e  second  issue  that  needs  attention,  says  Runnalls.  This 
eludes  water  supplies  in  the  United  States  and  Canada, 
here  global  warming  may  create  arid  deserts  out  of  cur- 
ntly  fertile  areas.  In  the  developing  world,  clean  water  is 
ready  in  short  supply,  and  this  will  be  further  tapped  by 
onomic  expansion,  growing  populations  and  climate 
ange  that  may  threaten  the  vitality  of  water  supplies 


MANAGING  THE  CLIMATE  PROBLEM 


2060 


At  the  present  rate  of  growth,  C02  emissions  could  double  by  2056.  Even  if  the  world 
then  takes  action  to  level  them  off,  the  atmospheric  concentration  of  the  gas  will  be 
headed  well  above  560  ppm,  which  could  trigger  severe  climate  change.  But  if  the 
world  flattens  out  emissions  beginning  now  and  later  ramps  them  down,  it  should 
be  able  to  keep  concentration  below  560  ppm. 

The  Wedge  Concept: 

The  stabilization  triangle  can  be  divided  into  seven  "wedges,"  each  a  reduction  of 
25  billion  tons  of  carbon  emissions  over  50  years.  The  wedge  has  proved  to  be  a  use- 
ful unit  because  its  size  and  time  frame  match  what  specific  technologies  can 
achieve.  Many  combinations  of  technologies  can  fill  the  seven  wedges. 

From  "Stabilization  Wedges:  Solving  the  Climate  Problem  for  the  Next  50  Years  with  Current  Technologies, " 
S.  Pacala  &  R.  Socolow,  SCIENCE  305:968-972  (2004).  Reprinted  with  permission  from  AAAS. 

*  GtC/y  =  Billion  tons  (Gigaton  or  Gt)  of  carbon  emissions  per  year 


It  is  what  makes  bullet-resistant  vests  and  saving 
police  officers  possible.  It  is  chemistry. 


1  nM  4      iIH  |T>]  ill  fcjqST/W*]  ill 


essential 


Advertisement  6 


C02  Emissions 
Throughout  the 
Product  Lif 


Canon's  Energy-Efficient 
imageRUNNER  6570  Series 

At  Canon,  conservation 
efforts  are  conducted  under 
a  Maximization  of  Resource 
Efficiency  policy,  focusing  on  ener- 
gy efficiency,  resource  conserva- 
tion and  eliminating  hazardous 
substances.  By  2010,  Canon 
aims  to  increase  by  a  factor  of 
2.0  the  ratio  of  net  sales  to  C02 
emissions  from  the  entire  product 
life  cycle,  as  compared  with  2000 
—  an  indicator  called  Factor  2. 

Minimizing  the  amount  of 
resources  consumed  throughout 
the  product  life  cycle  entails  part- 
nering closely  with  all  parties 
involved  at  every  stage  —  from 
materials  procurement  to  produc- 
tion, use  and  disposal. 

Canon  develops  its  own  energy- 
efficient  technologies,  such  as  on- 
demand  fixing  and  IH  (Induction 
Heating)  fixing,  incorporating  them 
in  copying  machines,  multifunction 
devices,  laser  beam  printers  and 
other  products.  In  the  eight  years 
from  1998  to  2005,  these  tech- 
nologies have  contributed  to  a 
cumulative  reduction  in  C02  emis- 
sions of  around  5.53  million  tons. 

Can  economic  growth  coexist  with 
conservation  policies?  Happily,  at 
Canon,  the  answer  is  yes. 

www.canon.ccen/ environment 


Canon 


fed  by  glaciers.  "There  are 
going  to  be  some  very  dramatic 
problems  that  emerge,"  says 
Runnalls. 

Companies    that  quickly 
develop  water-saving  manufac- 
turing processes  will  be  at  a 
competitive  advantage,  especially 
in  the  developing  world.  "Food 
processing  businesses,  in  partic- 
ular, are  going  to  find  bigger  and 
bigger  markets  in  China  and 
India,  but  they're  going  to  find  less  and  less  water  available  to  them  for  traditional  proces 
es,"  predicts  Runnalls.  As  a  result,  there  will  be  a  massive  push  in  these  countries 
become  far  more  efficient  in  terms  of  resource  usage,  which  will  spur  the  development 
technologies  that  can  transform  entire  industries. 

TOWARD  AN  EQUITABLE  FUTURE 

The  term  "sustainable  development"  also  encompasses  the  need  to  promote  soci 
equity.  "By  its  definition,  you  can't  have  sustainable  development  unless  you  have  son 
greater  degree  of  social  equity,  both  within  countries  and  between  countries,"  says  Runnal 
However,  sustainable  development  does  not  envision  some  socialist  Utopia.  Instead, 
focuses  on  ways  to  improve  the  living  standards  of  the  poor  without  degrading  the  livii 
standards  of  those  already  well  off  and  without  destroying  the  environment  in  the  proces 

The  best  approach  lies  in  setting  interim  goals  that  can  be  met.  "If  you  try  to  tackle  tl 
whole  problem,  you'll  fail  because  it's  too  vast,  too  difficult  and  too  expensive  to  try 
address,"  says  Runnalls.  Instead,  the  problems  can  be  broken  down  into  smaller,  mo 
achievable  targets.  The  United  Nations  has  adopted  this  approach  and  devised  a  series 
goals  that  may  serve  as  a  model,  Runnalls  believes.  The  methodology  includes  reducii 


Two  hundred  years  is  the  ideal 
time  frame,  in  a  world  that  bal- 
ances the  thriving  present  with 
a  sustainable  future.  It  would, 
of  course,  be  difficult  to  achieve, 
but  it  is  worth  striving  for  59 

JUNKO  EDAHIRO 

Japan  for  Sustainability 


The  four  corners  of  the  world. 

Working  in  sync.  Your  company  has  great  thinkers  all  over  the  globe.  But  how  do  you  tap  into  that 
knowledge  and  get  them  to  collaborate  more  effectively  behind  a  shared  vision?  A  customized  document 
management  solution  from  Ricoh  can  help.  Our  seamless  global  network  enables  us  to  assess,  design  and 
implement  equipment  and  systems,  as  well  as  provide  ongoing  management  and  support  to  optimize 
your  document  workflow.  So  your  entire  enterprise,  no  matter  how  far-reaching,  can  be  on  the  same  page. 

Create,  share  and  think  as  one. 


To  learn  more  about  Ricoh,  go  to  ricoh.com/thinkasone 
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American  Chemistry 
Council  Champions  J 
Responsible  Care® 
Initiative 


Since  1988,  leading 
chemical  makers  have 
significantly  improved  their 
environmental,  health,  safety  and 
security  performance  through  the 
Responsible  Care®  initiative,  a  global 
chemical  industry  performance  ini- 
tiative that  is  implemented  in  the 
United  States  through  the  American 
Chemistry  Council.  Responsible 
Care  helps  America's  leading  chemi- 
cal companies  exceed  government 
requirements  and  communicate 
their  results  to  the  public. 

At  the  2002  World  Summit  on 
Sustainable  Development  in  South 
Africa,  Responsible  Care  was  rec- 
ognized by  the  United  Nations 
Environmental  Programme  for  its 
global  contribution  to  sustainable 
development.  Responsible  Care, 
which  is  implemented  in  52 
nations,  helps  the  world's  leading 
chemical  producers  to  continue 
making  economic  and  social  contri- 
butions to  people  worldwide  while 
improving  environmental,  health 
and  safety  performance. 

Responsible  Care  is  more  than 
a  set  of  principles  and  declara- 
tions. It  is  implementing  world- 
class  management  systems  that 
are  verified  through  independent 
auditors.  In  the  U.S.,  Responsible 
Care  companies  have  reduced 
emissions  by  75%  since  1988  and 
achieved  an  employee  safety 
record  that  is  four  and  a  half 
times  better  than  the  average  of 
the  U.S.  manufacturing  sector. 

Learn  more  at 

www.americanchemistry.com/ 
responsiblecare. 
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the  number  of  people  living  on  less  than  a  dollar  a  day  by  a  targeted  amount,  or  increaa 
ing  by  50%  in  ten  years  the  number  of  people  who  have  access  to  the  entire  spectrum  c 
HIV  antiretroviral  drugs.  "If  you  can  chop  whatever  task  you're  up  against  into  doabl) 
pieces  like  that,  then  you  can  see  by  the  years  2030,  2040  and  2050  that  you've  made 
major  impact  on  the  problem,"  says  Runnalls. 

EXPANDING  THE  TIME  FRAME 

Corporate  reporting  time  frames  have  always  tended  to  work  counter  to  sustainabl 
development.  Companies  are  forced  to  look  ahead  in  three-month  segments,  with  th 
chief  goal  being  profitability.  But  a  sustainable  future  requires  a  far  longer  time  frame,  an 
one  that  is  not  always  driven  strictly  by  profitability.  "Companies  have  to  see  beyon 
their  actions  today,  this  quarter,  and  the  next  quarter  and  even  the  quarter  aftfl 
that,"  says  Junko  Edahiro  of  Japan  for  Sustainability.  That  may  be  the  most  pressin 
change  needed  of  all. 


How  long  should  the  reporting  time 
frame  be?  To  answer,  Edahiro  turns  to  a 
system  developed  by  the  Iroquois  Indians, 
who  believed  that  every  action  should  take 
into  account  its  impact  on  the  next  seven 
generations.  That  equates  to  roughly  two 
centuries.  "Two  hundred  years  is  the  ideal 
time  frame,  in  a  world  that  balances  the 
thriving  present  with  a  sustainable  future," 
she  says.  "It  would,  of  course,  be  difficult 
to  achieve,  but  it  is  worth  striving  for."  # 
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Seeing  Is  Believing 

Most  human  rights  abuses  go  unseen.  The  venerable  rock  star 
Peter  Gabriel  aims  to  fix  that  I  By  Megan  Johnston 


THE  VIDEO  SHOWS  A  WOMAN, 
her  children  beside  her,  as  she 
speaks  painfully  in  Arabic 
about  her  husband,  a  lawyer 
serving  three  years  in  prison  in 
[Tunisia  for  publishing  a  controversial  arti- 
cle online.  "One  can  be  kidnapped — 
|a  lawyer— during  nighttime,  like  he  was  a 
i!  bandit,  like  in  those  Mafia  movies.  This  is 
|:ommon  practice.  It  is  sad,"  she  says  in 
•(the  video. 

When  the  footage  debuted  on  YouTube, 
Ihe  massively  popular  amateur-video  Web 
site,  it  drew  scant  response.  It  was  a  bigger 
pit  when  it  was  picked  up  by  a  new  video 
site  launched  last  month  by  Witness,  the 
fiuman  rights  nonprofit  group  founded  by 
British  rock  star  Peter  Gabriel.  Editors  pro- 
j/ided  context  and  a  map  of  political  prisons 


Video  appeal:  The  wife  of  an  imprisoned 
Tunisian  lawyer  pleads  online  for  his  release. 

in  Tunisia,  prompting  several  hundred  page 
views  and  responses  across  the  Middle  East. 

"This  is  what  Witness  was  born  to  do," 
says  Gabriel,  who  founded  the  outfit  in 
1992.  "Hopefully  we  can  attract  activism 
to  those  situations  and  get  help  for  those 
people.  But  initially  it's  trying  to  add  the 


right  to  be  heard  and  seen."  Executive 
Director  Gillian  Caldwell  adds,  "We  could 
be  the  YouTube  of  human  rights." 

Witness  has  worked  with  some  200 
nonprofits,  advising  them  how  to  use  video 
to  effect  change;  last  year  it  trained  900 
people  in  80  countries.  The  group  has  col- 
lected 2,500  hours  of  raw  footage  of  human- 
rights  violations,  one  of  the  largest  such  col- 
lections in  the  world,  Caldwell  says.  She  is 
trying  to  raise  $1.2  million  to  run  the  new 
site  for  three  years;  $300,000  has  been 
pledged  so  far.  The  Jolie/Pitt  Foundation, 
which  launched  in  September  and  is  funded 
by  actress  Angelina  Jolie  (see  FORBES,  July  3) 
and  her  beau,  actor  Brad  Pitt,  is  mulling  a 
major  donation.  She  linked  up  with  Gabriels 
group  after  meeting  him  in  2005  at  the  World 
Economic  Forum  in  Davos,  Switzerland. 
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Jolie  was  especially  moved  by  a  Witness 
video  on  the  11 -year  civil  war  in  Sierra 
Leone.  It  showed  images  of  the  wall  of  a 
slaughterhouse  riddled  with  bullet  holes  and 
bloodstains;  a  woman  testifying  on  how 
rebel  soldiers  cut  her  baby  in  half  as  she 
watched  in  horror;  and  a  boy  soldier  wield- 
ing a  Kalashnikov  rifle  and  firing  two  shots 
at  a  child  on  the  opposing  side.  Jolie  traveled 
to  Sierra  Leone  on  Witness'  behalf  last  year 
and  met  with  President  Ahmad  Tejan  Kab- 
bah, who  issued  a  policy  paper  on  prevent- 
ing the  atrocities  from  recurring.  The  paper 
"didn't  go  far  enough  in  making  sure  that  the 
nightmare  wouldn't  be  repeated,"  Jolie  says 
in  Witness'  most  recent  annual  report. 

Now  Witness  wants  to  push  its  video  am- 


in  his  apartment  in  Haifa  a  few  weeks  ago 
when  a  Hezbollah  propulsion  rocket  blasted 
through  a  nearby  window.  He  used  his  cell 
phone  to  photograph  the  scene  and  instantly 
posted  it.  "You  could  never  get  that  from  a 
newspaper,"  says  Michael  Eisenberg,  co- 
founder  of  Scoop  and  a  partner  at  Benchmark 
Capital,  which  funds  Seeking  Alpha,  a  citi- 
zen site  devoted  to  financial  news. 

Witness  seeks  to  provide  insight  and 
human  rights  footage  that  might  go  unno- 
ticed on  mainstream  oudets  a  la  YouTube. 
"Most  video  out  there  doesn't  necessarily 
make  a  lot  of  sense  on  its  own;  it  needs  con- 
text," says  Ethan  Zuckerman,  cofounder  of 
Global  Voices  Online,  a  Harvard-backed  non- 
profit that  manages  the  Witness  pilot  site. 


tressed  victims'  accounts,  their  stories 
were  more  difficult  for  oppressors  to  bury. 

So  Gabriel  joined  Reebok's  Human 
Rights  Foundation,  a  tour  sponsor,  and 
proposed  forming  a  nonprofit  group  to 
arm  activists  with  video  cameras.  He  got 
nowhere  until  the  firestorm  in  1991  over 
the  video  of  white  police  officers  in  Los 
Angeles  beating  a  black  suspect,  Rodney 
King.  A  year  later  the  Reebok  group  put  up 
$100,000  and  Witness  was  born,  in  Brook- 
lyn, N.Y.  The  group  runs  on  $3.7  million  a 
year,  much  of  it  from  foundations,  includ- 
ing two  formed  by  Ebay  founders  Pierre 
Omidyar  and  Jeffrey  Skoll.  Gabriel  himself 
has  put  in  less  than  $1  million. 

In  2003  Witness  aided  Mental  Disabil- 


A  Witness  videographer  hones  his  technique  (left); 
documenting  human  rights  abuses  in  Kenya  (right). 


bitions  out  to  millions  of  tech-sawy  eyewit- 
nesses: denizens  of  the  blogosphere  and  peo- 
ple wielding  digital  minicams  and  new  video 
cell  phones.  Users  can  visit  the  new  site, 
the  Witness  Human  Rights  Video  Hub,  at 
witness.org  or  at  globalvoicesonline.org, 
which  hosts  the  pilot  that  began  in  September. 

The  Gabriel  group  thus  joins  the  bur- 
geoning field  of  citizen  journalism,  which 
is  marked  by  such  sites  as  Wikinews  (an 
offshoot  of  the  Wikipedia  encyclopedia 
site),  with  17,000  "reporters"  who  post  con- 
tent in  21  languages.  The  Korean  site 
OhMyNews,  founded  in  2000  by  Oh  Yeon- 
Ho,  is  the  largest  citizen  journalism  site, 
with  46,000  contributors  and  2  million 
daily  page  views.  "Journalists  are  not  some 
exotic  species;  they  are  everyone  who  seeks 
to  take  new  developments  and  share  them 
with  others,"  says  Oh.  Even  the  online  site 
of  CNN  solicits  "I-Reports" — audio  and 
video  of  breaking  news  from  users. 

One  scribe  for  the  Israeli  site  Scoop  was 


The  site  draws  only  a  thousand  visi- 
tors a  day.  For  now  users  must  post  their 
videos  on  YouTube  or  Google  Video  and 
notify  Witness  so  that  its  viewers  can  click 
to  the  footage.  But  Gabriel  says  the  Hub  is 
uniquely  equipped  to  bring  injustice  to 
world  attention  seconds  after  it  happens, 
well  before  activists  can  respond. 

Gabriel  grew  interested  in  human 
rights  in  1986  when  he  joined  a  concert 
tour  sponsored  by  Amnesty  International 
and  led  by  rock  icon  Bono.  (The  U2  front- 
man  is  a  cofounder  of  Elevation  Partners, 
which  recently  invested  in  the  company 
that  owns  FORBES.)  Gabriel  joined  the 
rights  group's  next  tour,  a  15-country  blitz 
in  1988,  and  took  over  Bono's  lead  role. 
That  time  he  brought  along  his  cam- 
corder. While  on  tour  he  met  human 
rights  victims  and  their  families,  including 
several  "Mothers  of  the  Disappeared"  in 
Argentina.  He  noticed  a  consistent  theme: 
Whenever  video  footage  or  photos  but- 


ity  Rights  International,  a  Washington 
group  that  videotaped  appalling  conditions 
in  Paraguay's  only  state-run  mental  hospi- 
tal. Two  teenage  boys  are  shown  locked 
naked  in  6-by-6-foot  cells;  a  man  laps  up 
fetid  water  from  the  floor.  The  tape  ran  on 
witness.org,  and  the  story  was  picked  up  by 
CNN  en  Espahol.  A  few  days  later  President 
Nicanor  Duarte  Frutos  toured  the  institu- 
tion, and  the  government  later  agreed  to  im- 
plement reforms. 

When  video  capability  started  showing 
up  in  cell  phones  two  years  ago,  Gabriel  got 
the  idea  for  the  Hub.  "Peter  had  really  been 
saying,  'What  about  the  cell  phones?'  This  has 
totally  transformed  the  landscape  for  us,  and 
we  have  to  stay  cutting-edge,"  Caldwell  says. 
Witness  advises  video  sleuths  how  to  post 
anonymously  to  avoid  government  retaliation 
"The  Hub  is  absolutely  critical,"  she  says. 
"There  is  no  incentive  to  risk  your  life  up- 
loading cell  phone  footage  of  human  rights 
abuses  onto  YouTube."  F 
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IN  THE  RED-INK-DRENCHED  BIOTECH- 
nology  sector  the  success  of  Amgen  takes 
on  a  fairy-tale  quality.  This  26-year-old 
firm  has  scored  several  blockhuster  drugs 
that  boost  blood-cell  production  in  kidney 
dialysis  and  cancer  patients.  Last  year  it 
earned  $3.7  billion  on  revenue  of  $12.4  bil- 
lion. The  8,000  employees  at  its  headquar- 
ters in  Thousand  Oaks,  Calif,  need  a 
shuttle  bus  to  traverse  its  194-acre  campus. 

What's  not  to  like  about  this  happy 
story?  Just  three  things. 

One  is  that  Amgen's  patents  are  expir- 
ing, probably  too  fast  for  the  company  to 
make  up  the  lost  revenue  with  new  inven- 
tions. Next  is  that  the  firm's  sharp- 
elbowed  sales  tactics  could  come  back  to 
haunt  it.  It  uses  leverage  from  a  must-have 


lion  on  Epogen  last  year,  more  than  on 
any  other  drug. 

Amgen  also  sells  Enbrel,  a  treatment 
for  rheumatoid  arthritis  and  psoriasis,  and 
it  has  a  handful  of  promising  new  drugs  in 
its  pipeline.  But  it  is  still  heavily  reliant  on 
red  blood  cell  booster  Epogen,  first 
approved  in  1989  to  treat  anemia  in 
patients  with  kidney  failure,  and  Aranesp, 
a  modified  version  of  Epogen  approved  in 
2002  for  cancer  patients.  They  account  for 
almost  half  of  Amgen's  sales  and  60%  of  its 
profits,  estimates  Geoffrey  Porges,  a  sen- 
ior analyst  at  Sanford  Bernstein.  The 
drugs  are  a  godsend  to  many  of  the 
335,000  Americans  on  dialysis  and  the  1.5 
million  people  in  the  U.S.  weakened  by 
chemotherapy. 


run  scared  all  the  time,"  says  Sharer,  dur- 
ing an  interview  in  his  art-filled  office 
overlooking  Amgen's  campus. 

Why  is  Amgen  fighting  off  competi- 
tion from  J&J?  In  1985,  to  raise  funds  for 
clinical  trials  of  Epogen  (its  clinical 
name  is  epoetin),  Amgen  licensed  to  J&J 
all  potential  uses  of  the  bioengineered 
hormone  except  the  treatment  of  anemia 
in  kidney-failure  patients  on  dialysis. 
In  the  1990s  J&J's  Ortho  Biotech  unit 
spent  the  money  it  took  to  win  Food  & 
Drug  Administration  approvals  for  four 
different  uses.  Notably  it  got  the  go- 
ahead  in  1993  for  what  has  turned  out  to 
be  the  biggest  potential  market:  treating 
chemotherapy-associated  anemia  in  can- 
cer patients.  For  the  last  five  years  epoetin, 


Antigen's  Enemie 

Doctors  are  rebelling  against  its  marketing  practices,  dissidents  think 
Medicare  is  too  generous  to  it  and  competition  looms. 

By  Kerry  A.  Dolan 


drug  to  pressure  doctors  into  also  pre- 
scribing the  Amgen  product  in  a  market 
where  there  is  competition.  That  strategy 
has  precipitated  an  antitrust  lawsuit  by 
Johnson  &  Johnson  and  has  backfired  at 
some  medical  practices  whose  M.D.s  don't 
like  feeling  strong-armed. 

The  third  problem  is  that  a  dispute  is 
brewing  about  whether  certain  Amgen 
patients  are  getting  more  of  one  costly 
drug  than  they  really  need.  The  drug  in 
question  is  Epogen,  which  stimulates  the 
body  to  produce  red  blood  cells.  Dosing 
levels  have  crept  up  by  a  factor  of  four 
over  the  past  decade,  though  some  doubt 
that  this  makes  dialysis  patients  live 
longer.  The  higher  doses  have  the  side 
effect  of  fattening  the  bank  accounts  of 
both  Amgen  and  the  clinics  that  choose 
the  prescriptions.  The  insurers  who  pay 
the  bills  have  taken  notice.  That  group 
includes  Medicare,  which  spent  $1.75  bil- 


J&J  competes  with  Amgen  in  the  can- 
cer market  with  Procrit,  which  it  makes 
under  a  license  that  Amgen  granted  long 
ago.  In  the  kidney-treatment  market 
Amgen's  patents  may  succeed  in  fending 
off  a  competing  anemia  drug  from  the 
Swiss  giant  Roche,  at  least  in  the  U.S., 
where  the  patents  extend  to  2012.  But  in 
Europe  the  patents  have  already  expired. 

Amgen  Chief  Executive  Kevin  Sharer 
acknowledges  the  company's  significant 
challenges  but  says  he  can  address  all  of 
them.  His  biggest  concern  is  that  "a  very 
high  percentage  of  our  revenue  is  going  to 
go  off-patent  within  the  next  product 
cycle,"  meaning  in  seven  years,  the  time 
it  takes  to  develop  a  new  drug.  His 
response:  Increase  research -and -develop- 
ment spending  37%  in  a  year  when  rev- 
enue will  rise  just  14%.  This  year  Amgen 
will  spend  $3.3  billion,  nearly  a  quarter  of 
its  revenue,  on  research.  "You've  got  to 


which  J&J  sells  under  the  brand  name 
Procrit,  has  been  one  of  the  pharma  giant's 
biggest  sellers,  pulling  in  $3  billion  at  its 
peak  in  2002. 

Flush  with  cash  from  its  dialysis 
patients,  Amgen  decided  to  do  battle  with 
its  own  licensee,  reclaiming  the  market  it 
had  given  away  in  1985.  The  licensing 
agreement  with  J&J  was  exclusive,  but 
Amgen  sidestepped  that  problem  by 
inventing  a  slightly  different,  longer-last- 
ing form  of  epoetin  that  it  named 
Aranesp.  Procrit  patients  need  weekly 
injections;  with  Aranesp  they  can  go  two 
to  three  weeks  between  injections. 

After  Aranesp  was  approved  in  2002, 
it  began  to  nibble  away  at  J&J's  hold  on  the 
oncology  market.  By  early  2004  Aranesp 
had  a  45%  share  to  Procrifs  55%.  To  fur- 
ther boost  sales  of  Aranesp,  in  2004 
Amgen  began  tying  rebates  on  another  of 
its  big-selling  drugs,  Neulasta,  to  pur- 
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Amgen 


Dr.  Peter  Eisenberg  of  California  Cancer  Care 
rebelled  against  Amgen's  marketing  push. 

chases  of  Aranesp.  Neulasta  does  for  white 
blood  cells  (infection  fighters)  what 
Epogen  does  for  the  red  ones  (which  carry 
oxygen).  And  cancer  patients  undergoing 
chemotherapy  need  both  kinds  of  blood 
boosters.  Amgen  sold  $2  billion  of  Neu- 
lasta last  year.  Together,  Neulasta  and 
Amgen's  shorter-acting  Neupogen  account 
for  98%  of  white  blood  cell  booster  sales  to 
cancer  clinics. 

Rebates  are  common  in  the  drug 
industry  as  a  reward  for  big  purchasers. 
Bundling  products  is  also  common,  with, 
say,  Pfizer  giving  an  insurer  or  a  hospital 
chain  a  better  price  on  Lipitor  if  it  also 
buys  the  antibiotic  Zithromax. 

What  makes  the  rebates  on  anemia 
drugs  different  (J&J  pays  them,  too)  is  that 
they  go  into  doctors'  pockets.  Oncology  is 
one  of  only  a  handful  of  disciplines  whose 
practitioners  buy  drugs  and  administer 
them  in  their  offices.  Drugs  had  long  been 
a  lucrative  sideline  for  cancer  doctors,  as 
they  captured  the  spread  between  the  dis- 
counted price  that  Amgen  and  J&J  billed 
them  and  the  higher  reimbursement 


Medicare  paid  them.  Drug  firms  fought 
for  space  on  the  prescription  pad  by  offer- 
ing ever  fatter  rebates.  Some  doctors  were 
getting  $2,500  from  Medicare  for  a  vial  of 
Neulasta  that  cost  them  $2,100. 

This  cozy  deal  ended  in  2005,  when  a 
2003  federal  law  took  effect  setting  reimburse- 
ment rates  on  drugs  administered  in  doctors' 
offices  much  closer  to  the  price  that  doctors 
paid.  The  final  months  under  the  old  pric- 
ing regime  saw  a  mad  scramble  for  market 
share,  "an  Oklahoma  land  rush,"  says  Sanford 
Bernstein  analyst  Geoffrey  Porges. 

In  December  2004  Dr.  Peter  Eisenberg 


would  be  as  low  as  4%.  For  the  biggest 
purchasers  the  rebate  runs  as  high  as  2 1  %, 
claims  J&J  in  the  antitrust  lawsuit  filed  a 
year  ago  against  Amgen. 

Six  months  later,  just  as  Eisenberg  was 
about  to  ask  Amgen  for  a  $100,000  grant 
for  a  university  study,  Amgen  came  back 
with  some  new  math:  Up  Aranesp's  share 
of  epoetin  spending  to  65%  or  you'll  only 
be  eligible  for  the  lowest  rebate  tier,  says 
Eisenberg. 

California  Cancer  Care  had  had  a  long 
relationship  with  Amgen.  Its  doctors  had 
performed  many  of  Amgen's  clinical  trials 


If  they  want  to  play  this  gam 
fine.  Play  it  without  us." 


and  his  colleagues  at  California  Cancer 
Care,  one  of  the  largest  private  cancer 
practices  in  the  Bay  Area,  got  a  letter  from 
Amgen.  According  to  Eisenberg  it  stated 
that  if  the  practice  promised  to  give 
Amgen  at  least  a  fourth  of  their  epoetin 
business,  they  would  get  the  highest-tier 
rebate  on  Neulasta.  With  a  smaller  com- 
mitment on  Aranesp  the  Neulasta  rebate 


and  helped  Amgen's  sales  representatives 
and  middle  managers  understand  how 
oncologists  work  in  a  private  practice. 

But  Eisenberg  and  his  fellow  doctors 
were  so  upset  they  cut  off  their  relation- 
ship with  Amgen  and  its  reps.  They  buy 
very  little  Aranesp  now,  and  their  rebate 
on  Neulasta  has  fallen  so  much  that  they 
lose  money  when  treating  patients  on 
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Remember  when  technology 

had  the  ability  to  amaze  you? 


Believe  again. 

Now  you  can  believe  in  a  new  kind  of  IT  management.  Unified  and  simplified  to  make  your 
business  more  productive,  nimble,  competitive  and  secure. 

We  all  know  that  companies  are  demanding  more  from  IT  —  expecting  IT  to  be  a  strategic 
and  competitive  advantage.  Yet  today's  complex  IT  environments  require  you  to  manage 
across  point  solutions,  siloed  organizations  and  redundant  technology. 

A  better  alternative?  Choose  an  integrated  approach  to  IT  management.  An  approach  in 
which  software  unifies  your  people,  processes  and  technology  to  increase  efficiency  and 
optimization.  Only  one  global  software  company  can  do  that.  CA,  formerly  known  as 
Computer  Associates,  has  focused  solely  on  IT  management  software  for  over  30  years. 

Our  technology  vision  that  makes  this  promise  real  is  called  Enterprise  IT  Management, 
or  EITM.  At  its  heart  is  the  CA  Integration  Platform  —  a  common  foundation  of  shared 
services  that  gives  you  real-time,  dynamic  control  and  flexibility.  Its  greatest  benefit? 
CA  software  solutions  come  to  you  already  integrated,  and  able  to  integrate  with  your 
existing  technology  to  optimize  your  entire  IT  environment. 

Ultimately,  a  well-managed  IT  environment  gives  you  the  visibility  and  control  you  need 
to  manage  risk,  manage  costs,  improve  service  and  align  IT  investments.  To  learn  more 
about  how  CA  and  our  wide  array  of  partners  can  help  you  unify  and  simplify  your  IT 
management,  visit  ca.com/unify. 
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Amgen 


Medicare  with  the  drug.  They  send  those 
patients  to  the  hospital  for  Neulasta. 

"This  is  not  the  way  one  should  be 
making  medical  decisions,"  says  Eisenberg. 
"The  rebates  amounted  to  hundreds  of 
thousands  of  dollars  a  doctor.  Call  it  what 
you  want,  but  it's  a  bribe.  If  they  want  to 
play  this  game,  fine.  Play  it  without  us." 

Dr.  James  R.  Cohen,  who  sees  45 
patients  a  day  at  his  solo  private  cancer 
practice  in  Los  Gatos,  Calif.,  loses  $275 
on  every  vial  of  Neulasta  he  gives  to 
Medicare  patients  because  he  also  does 
not  buy  the  amount  of  Aranesp  that 
would  entitle  him  to  a  larger  rebate.  He 
currently  gets  $100,000  a  year  in  rebates 
from  Ortho  Biotech  for  his  use  of  Procrit. 
If  Cohen  bought  Aranesp  instead  of  Pro- 
crit, his  rebate  would  be  $300,000.  "I  can- 
not fathom  why  it's  legal,"  he  says,  adding 
that  profit  does  not  drive  his  medical 
decisions. 

Bruce  Feinberg  runs  Georgia  Cancer 
Specialists  in  Atlanta,  Ga.,  one  of  the  five 
largest  cancer  practices  in  the  country.  He 
stopped  buying  Aranesp  from  Amgen  a 
year  ago  in  response  to  the  company's 
decision  to  tie  Neulasta  rebates  to  Aranesp 
purchases.  Georgia  Cancer  Specialists  has 
cut  back  its  use  of  Neulasta  by  50%  in  the 
last  year  because  it  loses  money  when 
giving  Neulasta  to  Medicare  patients. 

Amgen  acknowledges  that  the  best 
discounts  are  earned  by  customers  who 
purchase  both  Aranesp  and  Neulasta,  but 
it  denies  that  its  contract  is  coercive. 

J&J's  legal  argument  is  that  Amgen 
violates  the  antitrust  laws  by.  bundling  a 
monopoly  product  (Neulasta)  with  a 
treatment  for  which  there  are  two  options 
(Aranesp  or  Procrit).  The  complaint 
blames  Amgen's  practices  for  the  drop  in 
Procrit  market  share  from  55%  in  early 
2004  to  34%  in  late  2005. 

Amgen  says  the  suit  has  no  merit  and 
that  J&J's  request  for  an  injunction  is 
legal  posturing  to  avoid  competing  with 
Aranesp.  The  case  has  not  yet  gone  to 
trial.  A  loss  in  court  could  cost  Amgen 
$400  million  or  more,  figures  Sanford 
Bernstein  analyst  Porges,  although  it's 
quite  possible  that  J&J  would  settle  out  of 
court  for  more  like  $100  million. 

Another  storm  brewing  for  the  com- 
pany has  its  center  in  Washington,  D.C.,j 


The  End  of  an  Era? 


While  Amgen  is  beating  J&J  in  anemia  treatment 
for  cancer  patients,  its  stock  has  mostly  stuck  in 
the  $50-to-$80  range  for  six  years.  Will  competition 
eat  away  at  its  profitable  anemia  franchise? 
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PROFITS* 

Estimated  2006:  $5.9  bil 
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Enbrel 
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(Epogen  &  Aranesp) 


White  blood  cell- 
boosters  (Neulasta,  Neupogen) 

ncludes  worldwide  royalties  from  J&J  on  Procrit  and  royalties  from  other 
artners.  2Percent  of  gross  profits  (before  interest  and  taxes). 
•urce:  Geoffrey  Porges,  Sanford  Bernstein. 


ivhere  health  care  watchdogs  and  law- 
makers are  taking  a  second  look  at  what 
hey  see  as  an  overly  liberal  use  of  Epogen 
mong  kidney  patients.  Since  1973 
ledicare  has  covered  most  costs  for  all 
alysis  patients,  no  matter  their  age. 

Between  1991  and  2003  the  average 
pogen  dose  quadrupled,  according  to  a 
scent  study  published  in  the  journal 
iealth  Affairs.  The  spread  that  dialysis 
enters  made  on  Epogen  accounted  for 
ughly  25%  of  their  profits,  according  to 
Morgan  Stanley  report.  There  have  been 
o  clinical  trials  to  assess  the  effect  of 
igher  doses,  although  two  other  studies 
one  on  less-sick  patients  might  suggest 


the  higher  doses  are  prob- 
lematic—one in  1998  for 
patients  with  cardiac  disease 
and  one  last  year  for  chronic 
kidney  disease  patients.  Both 
trials  had  to  be  halted.  The 
earlier  one  showed  that  fatal- 
ities went  up  by  2 1  %  among 
those  receiving  higher  doses. 

The  federal  government 
is  of  two  minds  about  dosage. 
Medicare  policy  encourages 
dialysis  centers  to  give  high 
doses  of  Epogen.  The  FDA- 
approved  label  leans  in  the 
other  direction. 

Dosage  is  determined  by 
targeting  what  is  called  the 
hematocrit,  the  percentage  (by 
volume)  of  red  blood  cells  in 
blood.  A  healthy  person  has  a 
level  of  40%.  Before  epoetin 
came  along,  dialysis  patients 
would  drop  below  30%,  mak- 
ing them  weak.  The  FDA  label 
tells  doctors  to  go  for  36%.  But 
in  April  Medicare  stated  that 
it  would  reimburse  dialysis 
centers  for  epoetin  as  long  as 
they  reduce  dosages  when 
hematocrit  levels  exceed  39%. 
"There's  no  science  that  backs 
up  any  of  this,"  says  Dennis 
Cotter,  president  of  the  Med- 
ical Technology  &  Practice 
Patterns  Institute,  a  research 
firm  in  Bethesda,  Md. 

Dr.  Barry  Straube,  Medi- 
care's chief  medical  officer, 
defends  the  Epogen  guidelines.  Control- 
ling red  blood  cell  levels  is  a  complex  and 
somewhat  unpredictable  task,  he  says.  "It 
becomes  difficult  to  micromanage  [red 
blood  cell  levels]  to  stay  in  a  very  narrow 
range,"  says  Straube,  so  Medicare  broad- 
ened the  range  for  which  it  reimburses. 

But  Straube  admits  that  the  Medicare 
decision  on  epoetin  dosing  is  based  on 
clinical  habits  and  industry-promoted 
guidelines,  not  on  the  results  of  random- 
ized clinical  trials.  This,  for  the  drug  on 
which  Medicare  spends  more  money  than 
any  other,  a  drug  that  has  been  on  the 
market  for  17  years. 

Some  of  the  guidelines  that  Medicare 
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For  DHL, 

the  power  of  IT 

delivers  over 

four  million 
promises  a  day. 


** 


The  best  way  for  this  world 
leader  in  delivery  services  to 
move  more  packages  is  to  move 
more  information.  CA  software 
solutions  enabled  DHL  to  unify 
and  simplify  its  global  package 
tracking  system.  The  increased 
efficiency  gives  DHL  the  ability 
to  handie  more  packages  more 
accurately.  With  CA's  help,  DHL 
put  the  customer  service  back  in 
shipping  as  it  delivers  on  over 
one  billion  promises  each  year. 

Learn  how  CA  software  solutions 
enable  enterprises  like  DHL  to 
realize  the  full  power  of  IT  at 

ca.com/customers. 
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Amgen  Chief  Executive  Kevin  Sharer:  hiked  research  funding  to  counter  the  many  challenges. 

and  worked  to  reduce  the  amount  of 


relies  on  were  set  by  a  committee  of  the 
National  Kidney  Foundation,  whose 
work  was  principally  funded  by  Amgen. 
"Amgen  essentially  purchased  the  pseu- 
doscience  that  went  into  raising  these 
hematocrit  guidelines  in  the  medical  lit- 
erature," bristles  Merrill  Goozner,  a 
director  at  the  Center  for  Science  in  the 
Public  Interest.  As  a  result,  he  says, 
Amgen  "is  ripping  off  Medicare." 

"Amgen's  position  is  that  the  FDA 
label  and  [Medicare]  coverage  and  mon- 
itoring policies  are  designed  to  ensure 
that  patients  have  the  best  opportunity  to 
benefit  from  this  lifesaving  therapy,"  says 
Robert  Brenner,  senior  director  in  nephrol- 
ogy medical  affairs  at  Amgen. 

For  years,  Congressman  Fortney  (Pete) 
Stark  (D-Calif.),  the  ranking  Democrat  on 
the  Ways  &  Means  Health  Subcommittee, 
has  introduced  legislation,  written  letters 


money  the  government  pays  Amgen. 
Stark  believes  that  Medicare  policy  has 
encouraged  overprescribing  of  Epogen 
and  has  been  a  waste  of  taxpayer  money. 
Ways  &  Means  Chairman  Bill  Thomas 
(R-Calif.)  is  also  asking  why  Medicare 
ignored  the  FDA  label  for  Epogen. 


active  group  in  Washington  I've  ever  seen. 
The  bulk  of  their  success  in  business  is  the 
result  of  their  aggressive  Washington 
strategy,"  says  Thomas  Scully,  who  ran 
Medicare  and  Medicaid  from  2001  to 
2004  and  is  now  a  partner  at  investment 
firm  Welsh  Carson. 

Amgen  boss  Sharer  says  his  company's 
Washington,  D.C.  office  is  the  same  size  as 
that  of  other  drug  companies  Amgen's 
size.  "I  don't  think  you  can  exist  [as  a  suc- 
cessful drug  company]  without  having  an 
effective  presence  in  Washington,"  says 
Sharer. 

Perhaps  the  biggest  threat  to  Amgen's 
prodigious  profits  is  competition.  Roche 
filed  for  approval  of  its  anemia  drug  Cera 
this  year,  and  several  analysts  expect 
approval  in  the  U.S.  in  2007.  Amgen  is 
trying  to  block  Roche  by  suing  the  com- 
pany for  patent  infringement.  A  case  filed 
late  last  year  in  federal  district  court  in 
Boston  is  pending.  But  Roche  has  one  U.S. 
patent  that  might  enable  it  to  beat  back 
the  infringement  suit  and,  in  any  event,  it 
has  free  rein  in  Europe. 

Affymax  of  Palo  Alto,  Calif,  has  an 
anemia  drug  in  midstage  clinical  trials 
that  may  need  to  be  given  only  once 
every  four  weeks.  FibroGen  of  South 
San  Francisco  has  developed  an  oral 
tablet  that  stimulates  the  body  to  pro- 
duce red  blood  cells;  it  is  also  in 
midstage  trials.  If  approved,  the  drug 
could  sell  for  just  $1,500  a  year,  against 
the  $5,000  to  $15,000  that  Amgen 
charges  annually  for  Epogen,  wrote 
Morgan  Stanley  analyst  Steven  Harr  in  a 
report  last  year. 

Amgen's  dependence  on  its  anemia 
franchise  and  the  pitfalls  looming  before 
it  have  not  gone  unnoticed  on  Wall 


"You've  got  to  run  scared  all  the 

 time,"  says  Amgen's  Sharer.  


The  answer  may  have  something  to  do 
with  the  persuasiveness  with  which  Amgen 
makes  its  case  in  Washington.  Amgen 
spends  $5.7  million  a  year  on  lobbying, 
according  to  the  Center  for  Responsive  Pol- 
itics. Genentech,  with  half  of  Amgen's  rev- 
enue, spends  only  $1.8  million. 

"Amgen  is  pound  for  pound  the  most 


Street.  Amgen  shares  had  a  powerful 
upward  march  in  the  late  1990s  but  have 
since  flatlined.  At  a  recent  $75  they  go 
for  20  times  Wall  Street's  consensus 
profit  estimate  for  2006.  Genentech's 
multiple  is  41.  Under  the  circumstances, 
the  Genentech  price  may  be  the  one, 
closer  to  fair  value.  F 
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MANAGING  RISK 

To  Achieve  Your  Growth  Potential 

By  Lynn  Morrissey 


By  any  measure,  we  live  in  an  era  of 
rapid  and  profound  change  —  one  in 
which  a  business  can  be  presented 
with  an  unforeseen  opportunity  one 
month,  and  just  as  easily  be  side- 
swiped  with  a  calamitous  loss  of 
market  share  the  next.  Some  of  these 
events  have  a  long  gestation;  others 
seem  to  emerge  from  out  of  the  fog. 
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w 

mm  mm  hile  the  U.S.  economy  appears  health 
by  numerous  measures,  the  record  trade  deficit,  weakening  dollar  and  our  mounting  del 
to  China  are  deeply  troubling.  Also  adding  to  the  worries  of  business  leaders  are  the  volati 
energy  market  and  environmental  concerns  that  include  the  specter  of  global  warmin 
Globalization  has  allowed  companies  to  source  materials  the  world  over,  but  compani* 
now  worry  about  disruptions  to  supply  chains  that  can  be  vulnerable  to  severe  weathe 
political  unrest  and  viral  outbreaks.  Accompanying  these  concerns  is  the  continue 
emergence  of  China  and  India,  whose  demographics  and  business  acumen  will  have 
tremendous  impact  on  the  future  of  the  global  business  market. 


GREATEST  RISKS:  PRESENT  AND  FUTURE 


"Companies  today  operate  in  an  atmosphere  of  increasing 
risk  —  and  face  an  array  of  business  challenges  that  are  not 
only  increasing  in  number,  but  are  also  increasingly  more 
complex  to  manage,"  says  Monica  Huber,  a  senior  manager 
and  research  fellow  at  BearingPoint,  Inc.,  a  global  manage- 
ment and  technology  consulting  firm.  Achieving  strategic 
and  financial  objectives  first  requires  identification  of  the 
risks  they  confront,  followed  by  implementation  of  effective 
methods  of  managing  these  risks. 

Risk  in  Recent  Times 

While  people  have  understood  the  variability  of  risk  since 
presumably  the  very  first  barter,  the  discipline  of  managing 
risk  for  corporations  made  a  sharp  turn  with  the  passage 
of  the  Sarbanes-Oxley  Act  of  2002  (Sarbox).  With  the  goal 
of  protecting  investors  through  improved  corporate  trans- 
parency, Sarbox  has  posed  a  number  of  well-publicized 
logistical,  operational  and  economic  challenges  for  public 
companies.  Perhaps  most  prominently,  Sarbox  requires 
that  CEOs  and  CFOs  of  public  companies  swear  under 
oath  that  the  financial  statements  they  make  are  accurate 
and  complete. 

Directors  and  officers  operate  in  an  extremely  difficult 
environment,  and  the  fundamental  principles  governing  their 
conduct  come  under  increasing  judicial  and  regulatory 
scrutiny.  The  costs  involved  in  legally  defending  directors  are 
substantial,  as  are  the  penalties  that  can  be  personally 
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Z  Future  Pre: 

5  =  one  of  the  biggest  risks  and  1  =  not  at  all  risky  ! 
Source:  Custom  research  conducted  by  IDC,  sponsored  by  BearingPoint,  2006.  I 

Executives  indicate  that  while  strategic  and  customer  risks  remain  h 
risks  associated  with  processes  and  suppliers  are  expected  to  increase." 
expectation  highlights  the  need  for  companies  to  take  an  inventory  of  t 
business  processes  and  suppliers  and  determine  the  impact  risks  could  hi 
in  attaining  financial  and  business  objectives,  as  associated  with  strati| 
growth  initiatives. 
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Driven. 

We  serve  7  of  the  top  7  global  automobile  manufacturers 
from  strategy  through  execution  toward  sustainable  success, 
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DRIVERS  OF  GROWTH 


incurred.  The  rising  number  of  claims,  escalation  in  the 
amount  of  the  average  settlement  and  heightened  shareholder 
activism  have  radically  changed  the  market.  Today,  not  only 
are  insurance  premiums  that  cover  such  risk  increasing,  but 
layers  of  coverage  are  being  stripped  away,  leaving  many 
directors  exposed  to  greater  personal  risk  than  ever  before. 

The  potential  for  personal  liability  has  had  the  effect  of 
creating  excessive  focus  on  this  one  operational  and  financial 
risk  area  for  corporations.  Directors  and  top  executives  may 
become  concerned  with  Sarbox  compliance  to  the  exclusion 
of  other  risks  that  may  have  equal  or  greater  impact  on  the 
corporation.  A  failure  to  meet  Sarbox  compliance  standards, 
for  instance,  may  result  in  a  corporation's  penalization  with 
the  equivalent  of  a  fine  and  probation.  Other  potential  risks 
on  the  horizon,  not  so  clearly  defined  or  forecasted,  might 
carry  the  equivalent  of  a  death  penalty  for  the  business  if 
they  are  not  recognized  and  met  in  time. 

Assessing  the  Risks 

Today,  businesses  are  faced  with  a  dilemma.  To  survive  in  an 
environment  of  heightened  global  competition,  they  have  to 
grow  faster  than  they  may  have  ever  projected  would  be  pos- 
sible. But  by  growing  faster,  they  increase  their  exposure  to  a 
new  set  of  unforeseen  risks  that  can  derail  them.  "By  leverag- 
ing growth  as  an  organizational  priority,  companies  face  a 
much  more  complex  set  of  risks,  which  can  often  take  them 
by  surprise,"  says  Huber.  To  define  the  specific  risks  that 
companies  now  face,  BearingPoint  recently  conducted  a 
survey  of  100  C-level  executives  and  pinpointed  four  corpo- 
rate growth  strategies,  as  well  as  their  inherent  risks: 
•  Expansion  through  M&As.  The  increased  need  to  pursue 
mergers  and  acquisitions  in  order  to  stay  competitive  requires 
identifying  not  only  the  best  candidates,  but  also  the  best 
processes  that  can  expedite  transactions  and  merge  different 


II  Driven  ol  neer-term  growth  (12  months! 

II  Driven  ol  long-ttrm  growth  (1-3  years) 

Innovation  In      Acquisition  of  other        Increase  Attract  new  Increase 

products/services      organization^)/         number  ol  customers  productivll 

mergers        products/services  products 


Note:  Multiple  responses  allowed 

Source:  Custom  research  conducted  by  IDC,  sponsored  by  BearingPoint,  2006. 


cultures,  management  and  IT.  Merging  the  technologies 
two  different  companies  is  always  a  challenge,  but  toda 
fast  market  pace  increasingly  requires  that  IT  infrastructi 
during  a  merger  be  integrated  more  quickly  and  effective 
than  ever  before. 

•  Innovation  of  products  and  services.  Introducing  n» 
and  broader-ranging  products  and  services  can  lead  to  fas 
growth,  but  it  also  increases  the  likelihood  of  product  or  sei 
ice  liability,  particularly  with  increased  pressure  to  get  the 
offerings  to  market  faster.  Given  the  increased  potential 


This  perspective  includes  information  from  a  custom  IDC  stud' 
sponsored  by  BearingPoint.  The  survey  was  conducted  among  10 
CFOs  and  100  CXOs  from  a  cross  section  of  vertical  markets  an 
geographies  in  2006.  The  complete  research  is  being  prepared  fc 
publication  this  autumn. To  register  to  receive  an  electronic  copy  of  th 
research  upon  publication,  please  visit  www.bearingpoint.com/risk. 
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BearingPoint,  Inc.  (NYSE:  BE)  is  one  of  the  world's  largest  providers  of  management  and  technology 

consulting  services  to  Global  2000  companies  and  government  organizations  in  60  countries  worldwide, 
n  Based  in  McLean,  Va.,  the  firm  has  approximately  17,500  employees  and  major  practice  areas  focusing 
99  on  the  public  services,  financial  services  and  commercial  services  markets.  For  nearly  100  years, 
Bjfe,    BearingPoint  professionals  have  built  a  reputation  for  knowing  what  it  takes  to  help  clients  achieve  their 

goals  and  working  closely  with  them  to  get  the  job  done.  For  more  information,  visit  the  company's 

Web  site  at  www.BearingPoint.com. 
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n  vested. 


i/e  serve  1 0  of  the  top  1 0  global  diversified  financial  institutions 
from  strategy  through  execution  toward  sustainable  success. 
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BEARINGPOINT'S  BUSINESS  RISK  MANAGEMENT  (BRM)  FRAMEWORK 


Provides  detailed  knowledge  base 
of  risk  priorities  across  risk  domains, 
gaps  in  risk  capabilities  and 
areas  of  over-investment 


Achieves  continuous 
management  and 
improvement  of 
BRM  network  by 
leveraging  governance 
procedures 
and  best  practices 


■ 

r 

ACCESS 
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OPERATE 


DESIGN 


Establishes  action 
plan  based  on  risk 
priorities  and  cultural 
limitations  that  are 
monitored  and 
continually  assessed  to 
ensure  achieving  risk 
management  objectives 


Creates  integrated  processes  and 
technology  platform  that  enables 

monitoring,  measuring  and 
managing  of  market-driven  risks 


to 


: 


MO! 


An  integrated  framework  is  critical  to  successfully  managing  all  types  of  risks  disrupting  daily  operations  and 
execution  of  strategy.  BearingPoint's  approach  starts  with  a  Business  Risk  Management  (BRM)  Framework,  offering  a 
risk  model  to  assess  the  cost  and  impact  of  business  risks;  then  designs  and  implements  strategies  for  achieving  each 
risk  management  objective  with  standard,  repeatable  approaches  supported  by  governance,  operations,  processes 
and  technology.  To  operate  effectively,  the  framework  should  be  updated  with  metrics,  processes,  investments,  etc. 
that  keep  an  organization  in  alignment  with  rapid  changes  in  the  market. 


K5C 


For  a  different  kind  of  success,  turn  in  a  new  direction.  Turn  to  BearingPoint. 

•  www.bearingpoint.com 
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E  BENEFITS  OF  MANAGING  RISK 


Addressing  business  risk  rather  than  ignoring  it 
allows  companies  to: 

•  Achieve  optimal  business  performance,  including 
improved  decision  making  and  processes, 
increased  flexibility  in  launching  or  terminating 
growth  initiatives,  and  aligning  resources  with 
these  new  initiatives 

•  Minimize  costs  by  providing  a  means  to  avoid  tak- 
ing unnecessary  risks  and  to  avoid  failing  to  invest 
to  ward  off  what  could  prove  to  be  very  real  risks 

•  Improve  focus,  which  can  optimize  resources  while 
driving  growth  and,  ultimately,  sustain  value 

•  Enhance  market  capitalization  by  optimizing 
investments  and  returns  across  growth  initiatives 


roduct  or  service  liabilities,  companies  need  to  ensure  that 
ley  can  manage  and  mitigate  the  impact  on  their  brands. 
Companies  also  need  to  balance  the  availability  of  funds  for 
&D  while  supporting  an  expanding  base  of  potential  prod- 
icts  or  services. 
Expanding  the  customer  base.  Spurring  growth  by 
ursuing  new  customers  —  especially  those  in  new  regions 
lat  have  different  buying  habits  —  will  dramatically  ele- 
ate  the  variability  of  risks  companies  face,  as  well  as  the 
nnplexity  of  managing  these  risks.  Risks  associated  with 
lanaging  this  diversity  include  the  inability  to  identify 
listomer  segments  to  improve  profitability  and  potential 
market  penetration.  Part  of  measuring  customers  in  today's 
arket  also  involves  strategic  use  of  technologies,  such  as 
dio-frequency  identification  (RFID)  tags  and  smart  cards 
at  can  effectively  provide  personal  information  on  cus- 
mer  behavior. 

Expanding  globally.  The  ability  of  companies  to  conduct 
isiness  more  easily  across  global  regions  brings  with  it  a 
ide  variety  of  risks,  many  of  which  can't  be  foreseen. 
!  <panding  business  globally,  for  example,  necessitates 

I  veraging  a  broader  array  of  suppliers  to  support  greater 
fographic  coverage,  business  operations  and  country- 
ij>ecific  needs.  Moving  into  new  geographic  territories  also 
lings  with  it  the  complexities  of  cultural  integration,  man- 
ling  an  expanding  base  of  currencies  and  meeting  new 
j)vernment  regulations  for  critical  economic  and  fiscal 
quirements  such  as  wages  and  taxes. 

taking  Risk  Management  a  Priority 

hile  the  range  of  growth  drivers  expands  the  breadth  of 
hks  considerably,  organizational  and  environmental  factors 
[it  only  add  to  the  complexity  of  risks  that  companies  face, 

I I  also  can  inhibit  their  ability  to  develop  a  successful  frame- 
irk  for  managing  business  risk.  "We  find  from  our  research 
•at  companies  tend  to  resist  risk  management  because  they 

n't  see  the  linkage  with  effective  execution  of  strategy,"  says 
ber.  "They  say,  'We  already  do  risk  management,'  even  if 


they  don't.  They  also  wonder,  'How  can  we  measure  ROI  and 
why  should  we  spend  time  and  money  on  this  now,  when  we 
have  all  these  other  far  more  pressing  issues  to  tend  to?'" 

Generating  value  in  risk  management,  however,  requires 
that  companies  alter  their  way  of  doing  things  so  that  they  can 
correctly  assess  and  address  the  sources  of  risk.  One 
BearingPoint  client,  a  manufacturing  company,  had  a  risk 
assessment  process  in  place  that  was  performed  on  an  annual 
basis  and  focused  on  only  certain  types  of  risk,  primarily  those 
that  were  regulatory  in  nature.  Every  business  unit  at  this 
manufacturer  employed  different  processes  and  languages 
across  departments,  further  obscuring  an  enterprise-wide 
understanding  of  potential  risks.  As  a  result,  surprises  often 
occurred.  One  recent  example  was  a  major  run-up  in  the 
supply  price  of  one  of  the  most  basic  components  used  in  its 
manufacturing  processes. 

"Had  they  been  able  to  see  it  coming  and  done  appro- 
priate contingency  planning,  they  could  have  taken  steps  to 
hedge  the  pricing  or  find  a  less-expensive  substitution  or 
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alternate  source,"  says  Tony  Klimas,  a  managing  director  at 
BearingPoint.  Instead,  they  bore  the  brunt  of  the  price 
increase  and  were  forced  into  a  crisis  management  mode  of 
responding.  "We  believe  that  the  opposite  of  crisis  manage- 
ment is  risk  management.  One  of  the  first  steps  companies 
should  take  is  establishing  a  common  language  to  identify 
where  in  the  organization  a  particular  risk  exists  —  what 
we  call  their  risk  domains  —  and  then  identify  which  risks 
are  in  play  in  each  domain  and  how  these  risks  might 
impact  their  business,"  Klimas  says.  The  first  step  would 
involve  defining  the  risks  and  interrelationships;  the  second 
step  would  be  to  prioritize  them  in  terms  of  which  are  the 
most  urgent  to  address. 

It  is  not  enough  simply  to  identify  and  prioritize  those 
risks.  The  results  then  have  to  be  linked  to  specific  projects, 
practices  and  initiatives  to  ensure  that  whatever  risk  strategy 
is  chosen,  it  is  implemented  effectively.  "The  manufacturing 
company  had  clearly  been  on  the  lookout  for  risk  in  gener- 
al, but  they  were  doing  this  at  a  very  high  level  and  on  an 
infrequent  basis.  They  needed  to  focus  on  tangible  risks  to 


their  business  and  to  create  initiatives  and  contingent 
plans  that  could  help  them  respond  in  a  precise  fashiol| 
when  the  unexpected  occurred,  which,  in  this  case,  was 
major  shift  in  the  price  of  an  important  commodity,"  saw 
Klimas.  "Expect  the  unexpected  and  act  accordingly;  thatjj 
what  effective  risk  management  is  all  about." 

Making  risk  management  part  of  ongoing  operatiorl 
includes  a  company's  ability  to  measure  improvements  ami 
changes  made  across  people,  process  and  technologic! 
Another  BearingPoint  client,  a  top  U.S.  mortgage  lender,  wa| 
searching  for  a  way  to  enhance  and  refine  its  risk  program  tl 
better  align  key  business  objectives  and  processes  in  a  consii 
tent  fashion  across  the  organization.  By  applying  a  risk  mat 
agement  framework,  the  organization  took  a  systematj 
approach  to  satisfying  regulatory  requirements  with  a  pij 
mary  focus  on  Basel  II  and  inclusion  of  Sarbox  compliance 
better  managing  capital  to  efficiently  sustain  the  organize 
tion's  growth  and  ensure  shareholder  value;  and  enhancinl 
the  risk  management  approach  to  enable  more  meaningfi| 
and  actionable  decisions. 


"We  believe  that  the  opposite  of  crisis  management  is  risk  management.  One  of  the  first 
steps  companies  should  take  is  establishing  a  common  language  to  identify  where  in  the 
organization  a  particular  risk  exists  and  then  identify  which  risks  are  in  play  in  each 
domain  and  how  these  risks  might  impact  their  business." 

—  Tony  Klimas,  BearingPoinll 
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HOW  TO  BEGIN  MANAGING  RISK 


Five  Steps  for  Success 

The  goal  of  a  business  risk  management  framework  is 
to  create  a  comprehensive  means  of  measuring,  moni- 
toring and  managing  a  portfolio  of  risks  across  an  entire 
organization,  as  well  as  partners  and  suppliers.  Given 
the  breadth  of  the  challenge,  most  organizations  would 
do  well  to  consider  an  incremental  approach  to  initiate 
the  process  of  developing  such  a  framework.  To  begin, 
BearingPoint  suggests  the  following: 


1 

2 


3 


Develop  a  comprehensive  risk  profile 

The  risk  profile,  which  establishes  and  prioritizes 
risks,  can  be  used  as  a  foundation  for  further  action 
and  updated  periodically  to  monitor  changes  in  risks. 

Understand  organizational  capability 
to  manage  risks 

Included  in  this  effort  would  be  an  assessment  of 
alignment  across  the  various  business  units  and 
functions  and  an  understanding  of  where  strengths 
and  gaps  might  exist  in  the  current  organization. 
Communications  of  planned  objectives  around  risk 
management  can  also  take  place  during  this  phase. 

Focus  on  two  or  three  known  risks 

These  risk  factors  should  be  discrete  and  not 
enterprise-wide,  to  ensure  that  the  process  of 
developing  risk  initiatives  remains  simple. This 
will  increase  the  likelihood  of  success  in  the 
beginning  stages. 


4 


5 


Complete  a  full  cycle  of  implementation 
for  selected  risks 

After  bringing  management  of  the  selected  risks  to 
an  operational  level,  organizations  need  to  evaluate 
the  success  of  the  risk  initiatives  implemented  by 
measuring  strategic  impacts  and  assessing  any 
gaps  that  fall  short  of  expected  results. 

Apply  successes  to  future  risk  initiatives 

By  building  upon  past  successes,  companies 
can  build  a  robust  library  of  knowledge  that  will 
be  needed  to  integrate  the  appropriate  people, 
processes,  tools  and  technologies  to  structure 
a  successful,  company-wide  business  risk 
management  framework. 


Key  Barriers  to  Risk  Management 

In  addition  to  highlighting  the  importance  of  strategical! 
mapping  potential  sources  and  impacts  of  risk 
BearingPoint  has  identified  a  number  of  key  barriers  t 
executing  successful  risk  management  policies.  Chie 
among  them  is  a  lack  of  support  among  executives  abou 
the  urgency  of  risk.  "Many  companies  fail  to  see  th 
linkage  between  risk  management  and  strategic  execi: 
tion,  so  they  aren't  willing  to  commit  to  the  funds  neces 
sary  to  remedy  them,"  says  Huber.  Other  typical  barrier 
include: 

•  A  limited  ability  to  adapt  systems  to  the  changes  in  risk 

•  A  lack  of  integration  of  all  appropriate  stakeholder 
and  associated  risk/compliance  initiatives,  resulting  in 
siloed  approach  to  managing  the  total  portfolio  of  risk; 

•  Underestimating  the  magnitude  of  cultural  chang 
necessary  to  help  transform  the  organization  so  that 
has  the  breadth  of  skills,  processes,  tools  and  technolc 
gies  required  as  part  of  a  robust  business  risk  manage 
ment  framework; 

•  Difficulty  in  building  a  risk  management  framewor 
that  includes  the  necessary  data  and  technical  architectui 
road  maps  needed  to  ensure  communication  of  risk  aero; 
the  enterprise  to  all  appropriate  stakeholders. 

Managing  Risk:  Who's  in  Charge? 

Part  of  building  an  effective  risk  management  framewor 
requires  that  organizations  incorporate  a  strong  risk  mai 
agement  governance  structure.  The  purpose  of  this  stru 
ture  is  to  help  an  organization  with  ongoing  managemei 
of  the  full  array  of  risks.  It  helps  maintain  corporate  suj 
port  and  ensures  that  the  full  set  of  resources  across  pet 
pie,  processes  and  technologies  not  only  is  in  place,  bi 
also  is  continuously  being  improved  upon  to  meet  tl 
dynamic  changes  in  the  market. 

"Companies  must  determine  how  prescriptive  the 
risk  model  should  be,"  says  Sandeep  Vishnu,  a  director 
BearingPoint.  "Should  you  let  people  interpret  ris 
parameters  for  themselves,  or  do  you  give  them  stri 
guidelines?  Do  you  let  people  choose  the  risk  that  the 
focus  on,  or  are  you  directing  them  to  look  at  specif 
areas?"  In  general,  key  elements  of  the  governance  strui 
ture  include: 

•  Establishing  a  chief  risk  officer  or  risk  advisoi 
board.  This  is  often  a  necessary  step  to  ensure  there  is  on 
person  or  entity  empowered  by  the  CEO  or  board  < 
directors  to  implement  and  manage  a  risk  managemei 
framework. 


We  serve  7  of  the  top  7  global  automobile  manufacturers. 

$$$$$ 

Invested. 

We  serve  1 0  of  the  top  1 0  global  diversified  financial  institutions. 


We  serve  1 0  of  the  top  1 0  global  life  science  companies. 


And  trusted  by  the  best. 


From  strategy  through  execution,  we  collaborate  with  our  clients 
to  deliver  sustainable  success.  We  apply  our  broad  expertise 
and  practical  problem  solving  to  help  them  succeed  again  and  again. 
We're  BearingPoint,  management  &  technology  consultants. 

;  www.bearingpoint.com  _ 


BearingPoint 


Management  &Technology  Consultants 
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FACTORS  FOR  SUCCESSFULLY  IMPLEMENTING  RISK  MANAGEMENT 


Management  buy-in  to  the  urgency  of  change 
Establishing  strong  communication  at  the  beginning  and  throughout  the  task 

Providing  skilled  personnel  for  the  task 
Personal,  open  and  focused  leadership  from  the  executive  levels 
Using  measures  to  drive  and  ensure  performance  (e.g.,  business  case) 
Having  a  vision  for  success  and  setting  clear  goals  (e.g.,  begin  with  the  end  in  mind) 
Ensuring  resources  are  involved  from  beginning  to  end  of  initiative 

Training 

Recognizing  and  rewarding  the  individuals  involved 
Leveraging  lessons  learned  from  past  initiatives 


Note:  Multiple  responses  allowed 

Source:  Custom  research  conducted  by  IDC,  sponsored  by  BearingPoint,  2006. 


0%     10%    20%    30%    40%  50% 


•  Setting  and  promoting  well-defined  policies  and 
guidelines  across  all  risk  domains.  Enabling  a  company  to 
meet  strategic  market  objectives  will  involve  developing  well- 
defined  policies  that  provide  the  most  effective  course  of 
action  in  managing  risks. 

•  Making  risk  management  part  of  day-to-day  activities. 

Effective  risk  management  is  not  an  additional  set  of 
processes  that  is  heaped  onto  the  plates  of  already  stressed 
employees.  In  order  to  be  truly  effective,  risk  management 
steps  should  be  integrated  into  processes  that  already  exist 
within  the  organization. 


•  Evaluating  risks  associated  with  every  critical  busine 
decision.  The  rapid  changes  in  market  dynamics  requirl 
continuously  evaluating  the  impact  of  market-generatei 
risks  against  critical  decisions  associated  with  busines 
imperatives. 

"We  think  proper  risk  management  also  requires  involve 
ment  of  a  broad  sets  of  'owners'  skilled  around  risks,"  saw 
Huber.  "For  true  risk  management  to  succeed,  it  has  to  b 
ingrained  in  the  culture  of  the  corporation.  The  company  thai 
has  this  embedded  on  every  level,  and  with  every  employee 
is  the  company  that  stands  the  best  chance  of  success."  ■ 


More  than  50%  of  the  Forbes  Global  2000  largest  companies  trust  the  fundamental  strength  of  the 
XL  Capital  group  of  companies.  As  a  global  insurance,  reinsurance  and  financial  risk  specialist,  the  XL 
Capital  group  of  companies  provides  commercial  value  for  its  customers  by  delivering  tailored 
risk  management  products  and  services  with  a  strong  customer  service  commitment  and  the  A+  (AM 
Best)-rated  financial  strength  of  the  XL  Capital  Group.  We  invite  you  to  experience  our  strength 
and  to  experience  the  XL  Capital  companies.  For  more  information,  please  visit  our  Web  site  at 
www.xlcapital.com  or  our  nearest  office. 


Moving  an  Army:  Armor's  newly  acquired  Stewart  &  Stevenson  unit  churns  out  our  medium-size  tactical  trucks  at  its  Texas  plant 


Survivor 

Two  years  ago  Armor  Holdings 
body-slammed  Defense  Secretary 
Rumsfeld.  Surprise:  It's  alive — 
and  thriving  By  Matthew  Swibel 


ILITARY  CONTRACTORS  USU- 
ally  do  their  best  to  avoid  riling 
the  secretary  of  defense.  But  in 
December  2004,  after  Donald 
Rumsfeld  blamed  production 
constraints  for  the  shortage  of  armored  vehicles, 
Armor  Holdings  executives  took  him  on.  One  even 
showed  up  on  the  nightly  news,  proclaiming  that 
Armor  could  immediately  crank  up  its  monthly 
output  of  armor- plated  Humvees  by  22%  but  was 
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ITU  TELECOM 

WORLD2006 

Hong  Kong 
4-8  December 


ITU  Telecom  World  2006  provides  a  unique  global  ICT  networking  platform 
where  great  minds,  companies  and  new  technologies  connect.  Join  the 
leaders  of  business,  government,  regulators,  innovators  and  visionaries  to 
explore,  negotiate  and  decide  the  future  of  the  ICT  industry.  Organized  by  the 
International  Telecommunication  Union  (ITU).  Visit  www.itu.int/world2006 


s  a  unique  g>> 


Helping   the   world  communicate 


TELEC@[ 


Defense 


No  brass,  but  lots  of  sales:  Armor  Holdings'  Rob  Schiller 
(left)  and  Warren  Kanders  never  served  in  uniform. 


simply  waiting  for  the  green  light  from  the 
Army.  Rumsfeld  "wanted  to  nuke  us  for 
going  public,"  claims  Robert  Schiller,  chief 
operating  officer  of  Armor  Holdings. 

Armor  didn't  get  nuked;  it  got  more 
orders.  Outraged  over  the  underequipping 
of  troops,  Congress  mandated  an  extra 
$1.9  billion  in  spending  for  vehicle- 
shielding.  Armor  got  an  estimated 
$600  million  of  that  with  its  exclusive  con- 
tract to  fit  steel-plate  armor  onto  the 
doors  and  underside  of  AM  General's 
1.25-ton  carrier,  the  Humvee. 

The  company's  outspokenness 
shocked  the  military  crowd.  But  then 
Jacksonville,  Fla.'s  Armor  doesn't  fit  the 
military  mold.  It's  not  just  that  Schiller,  43, 


and  Armor  Chairman  Warren  Kanders, 
48,  have  never  served  in  uniform;  they 
don't  even  hail  from  the  defense  business. 
Kanders  spent  four  years  patching 
together  a  chain  of  205  eyewear  stores, 
then  sold  it  to  Essilor  of  France  for  $228 
million  in  1996.  He  used  $3  million  of  his 
$30  million  profit  to  buy  70%  of  a  tiny 


company  that  sold  body  armor  to  police 
departments.  Through  a  headhunter  he 
recruited  Schiller,  a  former  Wall  Streel 
corporate-debt  trader  then  working  as 
chief  financial  officer  at  a  smallish  film 
studio. 

What  the  two  men  did  know  was  how 
to  do  deals.  Since  1996  Kanders  and  Schiller 
have  made  28  acquisitions,  taken  Armor 
public  and  turned  a  $10  million  (sales)  com- 
pany into  a  prime  military  contractor  that, 
despite  a  weak  third  quarter,  is  expected  to 
have  an  operating  profit  (Ebitda,  that  is)  ol 
$300  million  on  $2.5  billion  in  sales  this  year. 
At  first  they  focused  mainly  on  selling  to  the 
private  sector  and  to  municipal  govern 
ments,  buying  an  armed  security  services 
company  in  1997.  "We  lost  our  shirts — we 
put  in  $78  million  and  sold  it  for  $45  mil 
lion,"  Schiller  admits. 

Then  Kanders  sensed,  he  says,  that 
"there  would  be  more  friction"  in  the 
world.  So  a  month  before  the  Sept.  11 
terrorist  attacks  Armor  paid  $54  million 
for  O'Gara-Hess  &  Eisenhardt,  which  has 
armored  the  vehicles  of  every  U.S. 
President  since  Harry  Truman  and  held 
the  exclusive  contract  to  armor  the  mili- 
tary's Humvees.  In  2003  Armor  outfitted 
51  Humvees  a  month.  A  year  later  it  was. 
doing  450  a  month,  at  an  average  of 
$65,000  each.  After  the  Rumsfeld  flap 
production  spiked  to  550  a  month.  "That 
kind  of  growth  would  tie  some  organiza- 
tions into  a  paralyzed  knot,"  says  Schiller. 
Armor  hasn't  missed  a  delivery. 

Under  the  rules  governing  military  pro- 
curement, the  Army  could  have  demanded 
in  2003  that  Armor  sell  it  the  design  data 
so  another  company  could  set  up  a  compet- 
ing factory.  But — apparendy  satisfied  with 
Armor's  performance — it  didn't.  So  Armor 
enjoys  a  virtual  monopoly  on  arming 
Humvees,  which  should  account  for  32%  of 
its  sales  and  a  third  of  its  profits  this  year. 

Even  if  the  U.S.  military  remains  in  Iraq 
for  years,  however,  that  is  no  growth  busi- 
ness. The  Army  is  moving  to  heavier  vehi- 
cles than  Humvees,  and  the  next  generation 
of  Humvee-size  trucks  will  come,  more  often 
than  not,  with  factory- installed  armor,  points 
out  Bear  Stearns  defense  analyst  Peter  Barry. 

That's  one  reason  that  in  June,  in  its 
largest  acquisition  to  date,  Armor  paid  $800 
million  for  Stewart  &  Stevenson,  the  sole 
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manufacturer  of  the  U.S.  military's  5-ton 
wheeled  vehicle,  with  a  contract  running 
though  the  2008  fiscal  year.  That  boosted 
Armor  into  the  ranks  of  "prime"  defense 
contractors:  those  working  directly  with  the 
Department  of  Defense  rather  than  as  sub- 
contractors. "When  you're  just  a  supplier  to 
the  big  boys,  you  don't  get  a  seat  at  the  table 
for  future  products,"  says  Schiller. 

Schiller  had  been  eyeing  heavy  vehicle 
maker  Stewart  &  Stevenson  since  he  vis- 
ited its  factory  floor  in  the  summer  of 
2003  and  accidentally  discovered  fabrica- 
tion for  an  armored  truck  cabin  that  could 
potentially  have  competed  with  Armors 
mainstay  product.  But  Kanders  and 
Schiller  were  leery  of  having  to  dismantle 


"We  make  low- 
budget  items  that 
protect  human  life." 


Stewart  &  Stevenson's  nonmilitary  busi- 
nesses, such  as  compressors  and  pumps 
for  oil  drillers,  so  they  walked  away.  Over 
the  next  few  years  Stewart  &  Stevenson's 
investment  bankers  unloaded  those  units 
but  kept  the  maker  of  military  gear. 
With  Stewart  &  Stevenson,  Armor  got  a 
$1.3  billion  backlog  of  DOD  orders.  But 
Stewart  &  Stevenson  has  a  much  bigger 
purse — possibly  as  much  as  $30  billion 
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Armor's  Next  Target? 

Not  a  single  serviceman  has  been  killed  riding  in  the  23-ton  Buffalo  vehicle  or  the  17-ton 
Cougar  urban  fighting  vehicle  used  in  thousands  of  missions  on  the  bloodiest  routes  in 
Iraq  and  Afghanistan.  That's  a  record  Humvees  fortified  by  Armor  Holdings  can't  match. 
In  January  2006  the  Army  ordered  41  Buffalos  from  Force  Protection  Industries,  the  S50  million 
(sales)  company,  which  also  builds  the  Cougar  and  two  other  models.  The  Buffalos,  which  earn 
rave  reviews  for  protecting  convoys  from  mines  and  improvised  explosive  devices,  incorporate 
components  from  Caterpillar,  General  Motors,  Volvo  Group  and  Mack  Trucks.  The  Army's  fiscal  2007 
budget  includes  $180  million  for  another  250  to  300  Buffalos  over  three  years.  The  company 
recently  won  a  $65  million  contract  from  the  British  government  for  85  Cougar-based  vehicles. 

Unlike  armored  Humvees,  Force  Protection  vehicles  feature  a  V-shape  hull  that  sits  on  the 
axle.  "This  leaves  the  vehicle  less  vulnerable  to  blast  energy,"  says  Michael  Aldrich,  vice  presi- 
dent of  marketing  at  Force  Protection,  which  forecasts  2006  sales  of  $200  million.  With  produc- 
tion at  capacity  at  its  main  campus  in  South  Carolina,  Force  Protection  is  in  discussions  to  set  up 
another  assembly  line  at  Armor  Holdings'  Stewart  8:  Stevenson  plant.  "Armor  Holdings  has  ex- 
pertise in  this  field  that  makes  a  partnership  look  good  to  both  of  us,"  Aldrich  says. 

Might  a  partnership  lead  to  an  acquisition?  "We  think  they  have  great  products,"  allows  Armor 
Holdings'  Schiller.  —M.S. 


over  several  years— in  its  sights.  It's 
competing  with  AM  General  (the 
Humvees  current  maker),  Interna- 
tional Truck  and  Lockheed  Martin 
to  produce  a  Humvee  replacement 
beginning  in  2009. 

Aside  from  the  long-term 
uncertainty  over  which  outfit  will  win  the 
new  truck  contract,  Schiller  and  Kanders 
have  had  to  learn  to  deal  with  the  short- 
term  uncertainty  that  comes  with  working 
for  the  military.  For  example,  to  churn  out 
armored  vehicles  on  order  at  a  consistent 
rate,  Armor  needs  to  buy  items  with  long 
lead  times,  such  as  steel  and  ballistic  glass. 
But  government  program  managers  mustl 
often  wait  for  Congress  or  higher-ups  to 
authorize  the  release  of  funds  for  orders 
already  placed.  That  funding  lag  can  wreak 
havoc  on  quarterly  financial  reports. 

Still,  other  contractors  face  similan 
problems.  So  why  do  Armor's  shares  trade) 
at  just  14  times  trailing  earnings,  com- 
pared with  19  for  the  defense  contractor 
group  overall?  One  likely  reason:  Armor's 
trucks  are  low  tech  and  unsexy  compared 
with  the  weapons  systems  that  get  all  the 
ink.  Another:  A  withdrawal  from  Irac 
would  hurt  Armor  more  than  it  would  the 
producers  of  high-tech  weapons  systems 
There's  a  bigger  question  hanging  ovei 
the  stock.  Did  Kanders  and  Schiller  sim 
ply  get  lucky  with  the  right  products  at  th 
right  time,  or  have  these  outsiders  figurec 
out  how  to  play  the  defense-contractinj 
game?  With  roadside  bombs  exploding  ii 
Iraq  and  body  and  vehicle  armor  account 
ing  for  80%  of  its  revenue,  Armor  hasn 
needed  to  hire  departing  generals  o 
defense  procurement  officers  to  coax  dol 
lars  from  Washington.  "What  we  make  oi 
balance  are  low-budget  items  that  protec 
human  life,"  says  Kanders.  "Both  sides  c 
the  aisle  understand  you  cannot  fieli 
American  personnel  without  protection.' 

Still,  a  little  fortification  was  in  ordei 
this  year  Armor  has  doubled  its  Washing 
ton  office  from  five  to  ten  people.  An 
because  its  Humvee  arming  plant  nea 
Cincinnati  happens  to  be  in  the  district  c 
House  Majority  Leader  John  Boehne 
(R-Ohio),  Armor  contributed  $2,500  fc 
Schiller  to  play  a  round  of  golf  with  him  i 
a  fundraising  tournament  this  past  Augus 
No  tee  time  with  Rummy  yet,  however.  I 
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Making  deal  after  deal,  India's  Tata  Tea  is  now  a  global  beverage  player. 

ByS.Dinakar 


WHAT'S  GOTTEN  INTO  THE  WATER  AT 
Tata  Tea?  The  thriving  business,  part  of 
the  famously  cautious  138-year-old  Tata 
Group,  has  been  on  an  acquisition  tear. 
In  six  years  Vice  Chairman  R.K.  Krishna 
Kumar  has  spent  nearly  $1.4  billion  on 
deals  in  the  U.S.,  the  U.K.  and  elsewhere, 
transforming  the  Indian  company  from 
a  commodity  business  running  tea  plan- 
tations into  a  multinational  beverage 
outfit. 

But  Kumar's  big  bets  have  loaded  up 
Tata  Tea  with  expensive  debt,  raising  the 
specter  of  squeezed  earnings  if  sales  don't 
grow  fast  enough  to  offset  high  interest 
payments.  In  June  Tata  agreed  to  pay 
$220  million  for  Eight  O'clock  Coffee, 
the  third-biggest  (by  volume)  coffee 
brand  in  the  U.S.  Then  in  August  it 
agreed  to  buy  30%  of  U.S.  flavored-water 
maker  Glaceau  for  $677  million,  the 


largest  overseas  purchase  by  a  non-state- 
owned  Indian  company. 

Tata  first  caught  the  attention  of  the 
beverage  world  in  2000  when  it  bought  a 
renowned  brand  three  times  its  size:  the 
UK's  Tetiey  Tea,  which  sold  for  $425  mil- 
lion and  was  the  number  two  brand  in  the 
world  after  Unilever-owned  Lipton. 
Founded  by  the  Tetiey  brothers  in  1837, 
Tetiey  was  the  first  to  introduce  tea  bags 
in  the  U.K.,  in  1953,  displacing  the  old- 
fashioned  teapot  in  many  British  homes. 

Kumar  vows  that  more  takeovers  lie 
ahead.  "By  the  end  of  the  decade  we 
expect  Tata  Tea  to  become  one  of  the 
largest  and  most  admired  beverage  play- 
ers in  the  world,"  he  says.  "We  want  to  be  a 
$3  billion  (sales)  company  in  ten  years, 
and  much  of  it  will  come  from  the  U.S." 

That  will  take  plenty  more  dealmak- 
ing  for  Kumar,  "K.K."  to  his  colleagues. 


The  Kolkata  company  posted  revenue  c 
$706  million  for  the  year  ended  Mar.  31- 
a  third  of  Unilever's  tea  business — an 
earned  $67  million.  DSP  Merrill  Lync 
expects  revenue  to  hit  $  1 .24  billion  in  fis 
cal  2009.  Meantime,  the  share  price  ha 
quadrupled  to  $16  on  the  Bombay  Stoc 
Exchange  since  January  2002,  when  hie 
cups  from  the  Tetiey  purchase  wer 
behind  it.  Foreign  institutional  investoi 
hold  17%  of  the  shares,  the  Tata  Grou 
29%  as  of  June  30.  (Tata  Group  Chairma 
Ra'tan  Tata  serves  as  Tata  Tea's  nonexeci 
tive  chairman.) 

Kumar  is  pursuing  a  joint  venture  i 
China  to  make  and  market  green  tea  an 
a  coffee-processing  business  in  Uganc 
that  will  ship  Eight  O'clock  Coffee  t 
Europe.  He  also  looks  for  more  businessi 
in  the  U.S.  and  Latin  America.  Analys 
say  a  fruit-juice  company  is  one  possib 
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target,  though  Kumar  cautions,  "We  have  a  fairly  good 
portion  on  our  table.  We  have  to  digest  [the  acquisitions] 
before  we  move  forward." 

Kumar,  68,  is  the  primary  force  behind  this  ambitious 
growth  strategy.  The  son  of  a  senior  Chennai  police  offi- 
cial, he  started  his  career  at  the  Tata  Group  nearly  44  years 
ago  as  a  management  trainee  out  of  college,  long  before  it 
grew  into  what  it  is  today— a  $22  billion  conglomerate 
involved  in  sales  of  everything  from  salt  to  software.  After 
a  stint  in  New  York  with  Tata  Oil  Mills,  he  returned  to 
India  to  play  a  key  role  in  Tata's  purchase  in  1983  of  the 
Indian  plantations  owned  by  James  Finlay,  a  U.K.  pioneer 
tea  broker.  Newly  formed  Tata  Tea  started  with  annual 
production  of  60,000  tons.  Then  tea-leaf  prices  promptly 
crashed. 

The  lesson  was  clear  for  Kumar,  then  at  the  South  India 
plantation  division:  Tata  needed  to  brand  its  tea  to  avoid 
the  dips  in  the  commodities  cycle.  He  designed  new  pack- 
aging for  processed  green  tea  leaves  that  enabled  them  to 
retain  their  flavor  and  fragrance  much  better  than  the  tea 


After  buying  Tetley  in  2000,  Tata  Tea  began  cutting! 
costs,  shutting  down  manufacturing  units  in  the  U.S.I 
and  Australia  and  selling  its  private-label  capacity  to  I 
Harris  Tea  in  the  U.S.  for  $15  million.  Australian  oper- 1 
ations  were  moved  to  southern  India;  in  the  U.S.,  Tetleyj 
has  nearly  halved  its  staff  of  300. 

At  the  same  time,  Tata  Tea  introduced  Tetley  to  Indial 
in  the  premium  market,  improving  Tata  Tea's  image.  In  I 
two  years  Tetley  has  introduced  higher-margin  green  teal 
and  fruit  tea  variants.  Its  operating  profit  has  risen  60%  inl 
five  years,  to  $61  million  in  fiscal  2006. 

But  the  biggest  tea  markets  are  reaching  saturation,! 
and  consumers  are  switching  to  health  beverages.  So  Tatal 
Tea  chased  the  stake  in  Glaceau,  which  markets  hot-sell-l 
ing  New  Age  beverages  Vitaminwater,  Smartwater  andl 
Fruitwater  from  its  headquarters  in  Queens,  N.Y.  Itsl 
appeal  for  Kumar  lies  in  its  growing  business  and  itsl 
expanding  distribution  pipeline  across  the  U.S.  Kumarl 
plans  to  piggyback  on  this  and  on  Eight  O'clock  Coffee'sl 
distribution  to  market  iced-tea  concentrates  and  ready-l 

to-drink  teas. 

Based  on  Glaceau'sl 
expected  $356  million  in  rev- 1 
enue  for  this  year,  Tata  Tea  i  I 


cartons  then  sold  by  such  rivals  as  Hindustan  Lever.  Six 
Tata  workers  in  a  small  room  on  a  tea  estate  in  Kerala, 
Kumar's  home  state  in  southwestern  India,  packed  the 
country's  first  polylaminate  tea  bags.  The  tag  line  read, 
"Blended  by  nature,  packed  by  Tatas,"  and  the  brand, 
Kanan  Devan,  was  an  instant  hit. 

In  the  1990s  the  plantation  business  went  into  decline 
because  of  rising  labor  costs  and  the  rise  of  new  competi- 
tors in  Sri  Lanka  and  Kenya.  A  separatist  movement  in 
Assam,  a  northeastern  state  that's  home  to  high-quality 
tea  gardens,  was  a  constant  problem  for  Tata  Tea.  In  one 
instance  a  senior  executive  was  kidnapped.  Kumar 
refused  to  pay  a  ransom,  instead  offering  to  build  a  hos- 
pital in  the  region  and  relying  on  his  skills  of  persuasion. 
When  the  executive  was  finally  freed  after  1 1  months, 
Kumar,  a  deeply  religious  man  who  reflects  Tata's  non- 
denominational  spirit  by  praying  in  temples,  churches 
and  mosques,  broke  1,001  coconuts  in  a  small  temple  in 
Kerala  as  an  offering  to  the  elephant  headed  Hindu  god 
Ganesh. 

But  Tata  Tea  is  bailing  out  of  the  plantation  y 
business.  Last  year  it  began  selling  control  of  its 
plantations  to  workers  to  allow  it  to  focus 
on  its  brands. 


6.2  billioi 


v  I 


ponying  up  a  hefty  6.3  times  sales  for  the  stake.  Mor< 
|  worrisome:  To  fund  the  Eight  O'clock  Coffee  and| 
Glaceau  deals — and  two  small  deals  in  the  past  year  for  i 
California  herbal  tea  maker  and  a  Czech  specialty  tesl 
company — Tata  Tea  has  borrowed  heavily,  more  thar| 
•  $600  million  in  all. 

That  will  boost  Tata  Tea's  debt  to  2.5  times  it! 
^equity;  a  level  over  1.5  times  is  considered  high.  Ser 
vicing  that  debt  load  will  cut  earnings  per  share  by  3^1 
for  fiscal  2006. 

But  Kumar  is  undaunted.  He  says  the  price  for  the  30°/i| 
stake  in  Glaceau  is  in  line  with  the  valuations  for  such  ri 
vals  as  Gatorade  and  Hansen  Natural  and  adds  that  he  ex 
'  i  pects  Glaceau  sales  will  double  every  few  years.  He  add: 
Tata  Tea's  debt-to-equity  ratio  was  even  higher — 3-to- 1- 
after  the  Tetley  purchase.  It  dropped  to  less  than  1-to- 
before  this  year's  deals,  thanks  to  refinancings  and  ris  I 
ing  earnings.  That  gave  him  the  confidence  to  bor 
row  heavily  once  again,  he  says.  "Glaceau  will 
^  *"  have  an  impact  [on  Tata  Tea]  becausil 
of  the  financing.  There  could  b> 
some  drop  [in  earnings]  in  th 
first  two  years.  Thereafteil 
a  dramatically  differ  | 
ent  picture." 
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Nano  City 


Hot  Trail 


Web  whiz  kid  Sabeer  Bhatia  has 
another  scalable  idea:  creating  the 
world's  "intellectual-property 
capital"  in  India,  from  scratch. 

Dy  iMaazneen  Svarrnaii 

SABEER  BHATIA  LATELY 
has  been  talking  up  a 
storm  about,  of  all 
things,  the  virtues  of 
bricks  and  mortar.  Is 
the  Hotmail  cofounder,  who  sold 
his  company  to  Microsoft  in 
1997  for  $400  million,  suffering 
from  Internet  fatigue?  Not  really. 
Although  Bhatia,  37,  has  been 
trolling  for  the  Next  Big  Cyberthing 
with  little  success  since  he  cashed 
out,  he  still  has  his  name  on — and 
$10  million  of  personal  funds  in — 
a  few  Silicon  Valley  ventures. 

But  the  Indian-born  Bhatia, 
who  lives  in  California,  is  now 

fired  by  an  ambition  to  build  the  Silicon  Valley  of  the  future 
back  in  his  homeland.  Doesn't  Bangalore,  India's  homegrown 
technology  hot  spot,  already  lay  claim  to  that  title?  Bhatia, 
who  grew  up  in  Bangalore,  points  to  the  city's  fraying  infra- 
structure and  traffic  logjams.  "It  can  take  almost  two  hours  to 
cover  a  mere  7-kilometer  distance,"  he  sighs. 

Similar  problems  are  creeping  into  other  urban  areas  as  the 
vibrant  economy  outpaces  the  Indian  government's  belated 
infrastructure  buildout.  Bhatia  declares,  "Cities  are  breaking  down 
because  they  weren't  planned  in  a  holistic  way.  The  country  needs 
[one]  to  be  built  from  scratch." 

Thus,  Nano  City,  a  new  township  in  the  northern  Indian  state 
of  Haryana.  This  is  to  be  a  private/public  partnership  between 
Bhatia  and  the  state  government,  which  approved  the  project  in 
September.  Bhatia's  Nanoworks  Developers  will  hold  a  majority 
stake  in  the  finance  authority  for  the  joint  venture. 

The  location  is  an  11,000-acre  site  three  hours'  drive  from 
New  Delhi.  Nearby  is  the  booming  city  of  Chandigarh,  where 
Bhatia  was  born  (and  which  is  itself  an  architectural  creation 
of  Le  Corbusier).  "We  couldn't  have  asked  for  a  better  location," 
he  beams.  Bhatia  hopes  to  start— not  finish,  but  start— acquir- 
ing land  from  farmers  this  fall  and  to  have  all  of  the  land  in  his 
possession  by  next  March.  He'll  pay  a  premium  but  will  face 
holdouts;  the  government,  armed  with  India's  Land  Acquisition 


200  400  kilometers 


Act,  has  pledged  to  help  him  get  half  of  the  spread. 

Bhatias  model  is  not  exactly  new  to  India.  The  Mahindra  Group's 
Mahindra  World  City  is  an  integrated  township  near  Chennai  in 
southern  India  developed  in  partnership  with  the  state  government 
of  Tamil  Nadu.  It  has  attracted  companies  like  Infosys  that  were 
looking  to  expand  outside  Bangalore. 

Bhatia  insists  that  what  he's  envisioned  is  more  than  just 
another  urban  agglomeration  populated  by  low-cost  engineers. 
He  wants  to  develop  Nano  City  into  the  "intellectual-property 
capital"  of  the  world.  Well,  now!  Bhatia  is  leveraging  his 
connections  to  attract  early  settlers.  He's  targeting  software 
developers,  pharma  and  biotech  firms  and  universities.  His 
wish  list  includes  IBM,  Genentech,  Stanford  (his  alma  mater), 
Carnegie  Mellon  and  UC,  Berkeley.  "Once  we  get  a  few 
marquee  names  to  come  in,  the  others  will  follow," 
he  argues. 

Nano  City,  as  Bhatia  envisions  it,  might  cost  $5  bil- 
lion to  build.  He  says  he  has  $500  million  of  funding 
already  committed  from  a  combination  of  Indian  and 
international  real  estate  funds  and  developers,  and  he's 
contributing  an  undisclosed  sum  from  his  personal 
resources.  Over  the  next  12  months  he  needs  to  raise  a 
further  $1  billion  for  the  first  phase  of  the  project, 
which  covers  5,000  acres.  He  is  confident  that  the 
bureaucracies  that  tend  to  gum  up  large  projects  will  be 
totally  supportive  of  this  one.  And  that  he  can  get  those 
farmers  to  sell. 

Nano  City  came  about  after  a 
chance  meeting  between  Bhatia 
and  Pradeep  Chaudhery,  princi- 
pal secretary  for  industry  and 
information  technology  in  the 
Haryana  government.  Haryana, 
benefiting  from  its  proximity  to 
New  Delhi,  had  become  a  low-cost 
destination  for  the  back  offices  of 
global  companies. 

The  state  was  looking  to 
attract  higher-end  research  work. 
Recalls  Chaudhery,  "We  com- 
pletely shared  Sabeer  s  vision  that  wealth  is  generated  from  cre- 
ating intellectual  property.  So  why  not  create  an  environment 
where  our  talented  scientists  and  engineers,  rather  than  going 
overseas,  can  work  right  here  on  next-generation  technologies?" 

Chaudhery  sees  Nano  City  as  a  breeding  ground  for  would- 
be  billionaires,  with  a  population  of  100,000  and  with  25,000  to 
50,000  high-level  jobs  within  five  years. 

There  are  miles  to  go.  Already  India  is  seeing  a  mad  rush  to 
set  up  special  economic  zones — a  less  ambitious  step — 
throughout  the  country.  Haryana  itself  has  granted  approval 
for  one  of  the  biggest — a  25,000-acre  development  by  the 
Reliance  Group.  These  megaprojects  are  all  clamoring  for  funds 
and  chasing  tenants. 

Bhatia  is  unfazed:  "It's  a  big  idea,  and  I'm  crazy  enough  to  do 
it.  If  I  don't,  someone  else  will."  F 
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When  it  comes 
products,  Michigan  is  quite  a  power  plant. 


Cobasys  is  charging  ahead  with  their  advanced 
energy  storage  solutions.  They've  developed 
battery  systems  that  enable  hybrid  electric  vehicles 
around  the  world.  Their  advanced  stationary 
backup  systems  provide  homeland  security  for 
mission-critical  public  and  commercial  applications. 
And  one  state  provides  the  power  to  charge  this 
company's  success:  Michigan. 

President  and  CEO  Tom  Neslage  will  tell  you  that 
the  Michigan  Economic  Development  Corporation 
has  been  there  every  step  of  the  way.  From  finding 
the  right  headquarters  location  to  expediting  our 
rapid  growth,  the  MEDC  assures  Cobasys  gets  the 
competitive  advantage  with  Michigan  resources, 
support  and  financial  incentives. 

Thanks  to  the  MEDC,  businesses  that  come  to 
Michigan  succeed.  And  yours  is  no  exception. 
Here,  you  could  have  access  to  the  S2  billion 
21st  Century  Jobs  Fund.  PLUS,  Michigan  is 
home  to  an  experienced,  tech-savvy  workforce 
and  world-renowned  research  universities. 
In  fact,  we're  ranked  #2  among  all  states  for 
patents  awarded  to  public  universities. 


ii  yuui   uujii  iujo  vvuiu  uju  u  v^i  iui  yv/,  j^iuy 

in  to  Michigan.  Because  wherever  in  the  world 
you  compete,  Michigan  can  give  you  the  upper 
hand.  Let  the  Michigan  Economic  Development 
Corporation  show  you  how.  Call  800  878  7722 
or  click  on  michigan.org/biz. 


ECONOMIC  DEVELOPMENT  CORPORATION 


THE  UPPER  HAND 


michigan.org/biz 


Sometimes  contributing  to  the  wc  ® 


t  Samsung,  we  realize  that  to  succeed  in  business  we  must  also  succeed  in  life. 


r  years  now,  Samsung  Heavy  Industries  has  helped  lead  the  way  in  developing  tanker  ships  that  are 
owered  by  liquid  natural  gas — a  cleaner-burning,  more  efficient  fuel.  At  the  same  time,  we're  a  leading 
manufacturer  of  ocean-friendly,  double-hulled  ships.  As  significant  as  our  many  contributions  are  to 
the  world  of  industry,  preserving  the  world  itself  is  something  we  will  continue  to  strive  for.  It's  one  of 
the  many  ways  in  which  we're  committed  to  making  this  a  better  world. 


www.samsung.com 


A  better  wo 


Americans'  poor 
diets  and  inactivity 

are  making  diabetes 
the  drug  industry's 

next  sales  bonanza. 


BY  ROBERT  LANGRETH  AND  MATTHEW  HERPER 


ACK  S.  FRIEDMAN  DEVELOPED 
diabetes  when  he  was  only  32  years  old. 
Twenty-two  years  later  the  computer 
engineer  weighs  265  pounds  and  takes 
insulin  and  nine  other  drugs  to  treat  his 
diabetes,  obesity  and  cholesterol.  His  late 
father  lost  a  leg  to  diabetes,  and  Fried- 
man is  starting  to  lose  sensation  in  his 
feet.  He  doesn't  like  to  exercise  and  has 
tried  and  failed  numerous  weight-loss 
programs.  For  lunch  he  eats  fast  food 
from  "any  place  that  has  a  dollar  menu." 
At  night  he  stays  up  late  watching  televi- 
sion. "Every  commercial  I  go  and  see 
what's  in  the  refrigerator,"  he  admits. 

Friedman  and  15  million  American 
diabetics  like  him  provide  a  growth 
opportunity  for  the  troubled  pharmaceu- 
tical industry.  Propelled  by  sedentary 
lifestyles,  poor  diets  and  an  aging  popula- 
tion, the  number  of  Americans  with  adult 
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diabetes  is  expected  to  reach  29  million 
by  2050.  Diabetes  has  become  epidemic 
abroad,  too,  as  developing  countries 
adopt  our  bloated  lifestyle.  In  diabetes  the 
body  loses  its  ability  to  use  the  hormone 
insulin  to  control  blood  sugar  levels.  Over 
time  this  poisons  the  body,  leading  to 
heart  disease,  kidney  failure,  blindness  or 
amputation. 

Sales  of  diabetes  drugs  could  soar 
from  $12  billion  now  to  $26  billion  in 
2011,  according  to  investment  research 
firm  San  ford  C.  Bernstein.  At  that  point 
diabetes  drugs  could  generate  more  sales 


"Other  companies  were  afraid.  I 
We  jumped  right  in,"  says  chemisi  li 
Villhauer.  His  creation  could  be 
a  blockbuster. 


than  cholesterol-lowering  pills  do  now.  "It 
is  a  big  growth  area,  no  question,"  says 
Novartis  Chief  Executive  Daniel  Vasella, 
whose  firm  has  one  diabetes  drug  on  the 
market  and  hopes  to  receive  approval  for  a 
second  one  later  this  year. 


"What  is  unique  is  it  is  still  largel 
untreated.  Forty  percent  of  people  wit 
diabetes,  globally,  don't  see  a  docto 
Even  among  the  people  who  take  med 
cine,  a  large  fraction  don't  meet  the: 
treatment  goals,"  says  Jaideep  Baja 
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managing  director  of  consulting  firm  ZS 
Associates.  Adds  New  York  University 
Medical  Center  endocrinologist  Stuart 
Weiss:  "Until  people  accept  the  fact  that 
they  cannot  eat  whatever  is  put  in  front 
of  them,  we  are  going  to  need  more  dia- 
betes medications." 

Some  400  diabetes  drugs  are  now 
being  tried  out  on  animals  or  people. 
They  aim  to  lessen  the  side  effects  of  older 
drugs — heart  failure  and  weight  gain  for 
starters — or  stave  off  or  reduce  the  need 
for  insulin  shots,  the  standard  way  of 
replenishing  the  sugar-regulating  hor- 
mone. Pfizer  just  started  marketing  the 
first  inhaled  insulin  product,  Exubera; 
competitors  with  sleeker  inhaled  products 
are  a  few  years  behind.  Meanwhile, 


Sanofi-Aventis  is  testing  its  highly  antici- 
pated experimental  obesity  pill,  rimona- 
bant,  in  diabetics,  although  Food  &  Drug 
Administration  approval  was  delayed. 

But  the  most  intriguing  new  drugs  are 
smart  therapies  that  lower  blood  sugar 
only  when  patients  need  it,  averting  the 
dangerous  drops  that  can  occur  with 
many  other  drugs.  The  first  of  this  new 
breed  is  Byetta,  a  twice-daily  shot  from 
Amylin  Pharmaceuticals  and  Eli  Lilly  that 
both  lowers  blood  sugar  and  takes  off  a 
few  pounds.  It  was  introduced  in  June 
2005  with  modest  expectations  but  has 
become  a  hit  among  diabetics  (including 
Friedman),  who  like  the  weight  loss.  Sales 
are  likely  to  hit  $500  million  this  year. 
Sales  so  exceeded  Lillys  own  projections 
that  this  summer  the  companies  could 
barely  keep  up  with  demand;  Lilly  and 
Amylin  had  to  tell  doctors  to  stop  pre- 
scribing it  to  new  patients  until  a  new 
plant  came  online  this  September.  One 
worry  is  a  handful  of  reports  that  Byetta 
may  inflame  the  pancreas. 

Both  Novartis  and  Merck  are  nearing 
FDA  approval  for  once-a-day  pills  that 


work  in  a  fashion  similar  to  Byetta, 
although  without  the  promise  of  weight 
loss.  While  not  a  breakthrough,  the  pills 
appear  to  avoid  the  excessively  low  blood 
sugar  and  weight  gain  seen  with  some 
older  classes  of  diabetes  drugs.  They  work 
by  inhibiting  an  enzyme  (dipeptidyl  pepti- 
dase) that  gets  in  the  way  of  the  sugar- 
control  process  inside  the  body.  (This 
convoluted  chemistry  is  standard  fare  in 
medicine:  To  gain  a  desired  effect,  you 
inhibit  something  that  inhibits  that  effect.) 
Merck  and  Novartis  are  likely  to  tout  them 
as  safer  medicines  that  can  be  readily 
combined  with  other  diabetes  drugs  such 
as  GlaxoSmithkline's  $3  billion  (sales) 
Avandia.  Novartis'  entry,  Galvus,  "has  a 
fantastic  side-effect  profile,  much  better 


Source:  World  Health  Organization. 

than  other  diabetes  drugs  at  this  point  in 
development,"  says  Vasella,  who  thinks 
that  the  class  could  supplant  older  drugs. 
John  Amatruda,  head  of  Merck's  diabetes 
clinical  research,  says  his  firm  is  "extremely 
excited"  about  how  its  Januvia  pill  stacks 
up  against  existing  agents.  Bristol-Myers 
Squibb  and  GlaxoSmithkline  are  testing 
similar  drugs. 

This  could  be  the  most  competitive 
mass-market  drug  launch  since  the  COX-2 
anti-inflammatories  Celebrex  and  Vioxx 
debuted  in  1999.  "Both  companies  have 
quite  a  bit  riding  on  this.  You  can  be  sure 
they  are  going  to  go  whole  hog  to  make  as 
big  of  a  marketing  push  as  possible,"  says 
Donny  Wong  of  drug  market  research 
firm.  Decision  Resources. 

But  both  companies  have  signaled 
they  will  make  this  a  fair  fight,  a  restraint 
learned  from  the  scandals  of  the  overhyped 
COX-2  category.  "They  realize  there  is  a 
benefit  to  not  beating  each  other  up.  If  there 
is  a  problem  with  the  class,  doctors  aren't 
going  to  use  either,"  says  NYU  Medical  Cen- 
ter physician  James  Underberg.  So  far  lit- 
tle clinical  trial  data  for  either  drug  have 


Number  of  people  in  the  world 
with  diabetes  in  2000:171,000,000. 

Number  of  people  projected  to  have 
diabetes  in  2030: 366,000,000. 
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 Merck  scientists  Ann  Weber  and  Nancy  Thornberry 

"We  knew  we  were  behind/'  says 

biologist  Thornberry.  But  Merck  wa 
able  to  catch  up  with  rival  Novartis. 


been  published  in  peer-reviewed  scientific 
journals,  making  it  hard  to  evaluate  the 
drugmakers'  claims.  Reported  side  effects 
to  date  include  headache  and  coldlike 
symptoms  for  both  drugs,  diarrhea  for 
Merck's  entry  and  dizziness  for  Novartis'. 

The  new  drug  frenzy  results  from 
decades-old  breakthroughs  in  under- 
standing blood-sugar  regulation.  In  the 
late  1970s  Harvard  Medical  School 
researcher  Joel  Habener  serendipitously 
discovered  a  hormone  in  monkfish  called 
GLP-1  (glucagon-like  peptide).  It  stimu- 
lated the  body  to  secrete  just  the  amount 
of  insulin  needed  to  control  blood  sugar, 


but  not  too  much.  (A  relatively  small  over- 
dose of  insulin  can  put  you  in  a  coma.) 
Habener  remembers  thinking  GLP-1 
could  be  a  "super-duper"  drug. 

Drug  companies,  including  insulin 
maker  Eli  Lilly,  thought  so,  too,  but  GLP-1 
turned  out  to  be  an  impractical  medicine: 
Once  injected  into  the  body,  it  degrades 
quickly.  Pharma  firms  also  tried  to  make 


pills  that  mimicked  its  effects,  with  littl 
success. 

In  the  early  1990s  endocrinologi.' 
John  Eng  at  the  VA  Medical  Center  in  th 
Bronx  found  a  chemical  in  venomous  Gil 
monster  saliva  that  mimicked  the  effect 
of  GLP-1.  When  he  injected  it  into  diabeti 
mice,  it  controlled  their  blood  sugar  a 
night  long.  He  patented  the  compoun 
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I  he  higher  resolution  makes  an  LCD 
monitor  easier  on  your  eyes. 

(The  lower  price  makes  it  easier  on  your  budget.) 


ViewSonic  V 


19"  analog  and  digital,  height-adjustable  LCD 
Contrast  ratio:  1000:1 
PerfectSuite'  Control  Software  for  color 
calibration,  asset  management  and  auto 
screen  rotation' 

Ultra-slim  0.67"  bezel  design  enhances 
your  visual  experience  with  clean, 
minimalist  borders 
Three-year  limited  parts,  labor  and 
backlight  warranty 


Samsung  SyncMaster™  215TW 


21"  analog  and  digital  widescreen  LCD 
Contrast  ratio:  800:1 
Panel  brightness:  300  cd/m!  (nits) 
Response  time:  5ms 

Three-year  limited  parts  and  labor,  48-hour 
advance  exchange  with  free  shipping 
both  ways 


NEC  MultiSync8  LCD1990FX-BK 


19"  analog  and  digital,  height-adjustable  LCD 
Contrast  ratio:  800:1 
XtraView+"  provides  for  wide  viewing 
angles  up  to  178  degrees 
Height-adjustable  stand  boasts  range  of 
up  to  150mm  for  maximum  comfort 
Three-year  limited  parts,  labor  and 
backlight  warranty 
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$52999 


NEC 

NEC  Display  Solutions 


$52999 


The  Technology  Solutions  You  Need  When  You  Need  Them. 

A  monitor  is  a  monitor,  right?  Not  when  it's  an  LCD  monitor.  LCDs  not  only  give  you  a  better  picture 
and  save  space,  they  also  reduce  eyestrain  and  save  energy.  With  access  to  the  industry's  largest 
in-stock  inventories,  CDW  has  a  wide  selection  of  LCD  monitors.  So  call  today,  and  we'll  ship  them 
out  fast.  Because  the  sooner  you  get  new  monitors,  the  sooner  you  can  see  the  benefits. 
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Diabetes 


Sweet  Relief 


A  plethora  of  new  diabetes 
medicines  are  in  the  works. 
Here's  a  sampling: 


Eli  Lilly, 

Alkermes 

An  inhaled-insulin  device  the  size  of  a 
Magic  Marker,  much  smaller  than  Pfizer's 
new  Exubera  gadget. 

Possible  approval:  2009. 

Eii  Lilly,  Amylin 

Pharmaceuticals 

Once-a-week  version  of  the  firms' 
popular  twice-daily  Byetta  shot,  made 
from  the  spit  of  the  Gila  monster. 

Possible  approval:  2009-10. 

Novartis 

One  of  a  new  drug  class  aimed  at 
lowering  blood  sugar  without  side  effects 
such  as  weight  gain,  fluid  retention  or 
excessively  low  blood  sugar. 

Possible  approval:  late  2006. 

Merck 

Similar  to  the  Novartis  compound;  Merck 
is  slightly  ahead  in  the  race  to  market. 

Possible  approval: 
as  soon  as  this  month. 

Novo  Nordisk 
One  daily  injection  lowers  blood  sugar; 
may  induce  less  nausea  than  Byetta. 

Possible  approval:  2008-09. 

Johnson  & 

Johnson,  Metabolex 
Insulin  sensitizer  aims  to  avoid  fluid 
retention  and  weight  gain  seen  with 
Avandia  or  Actos. 

Possible  approval:  2010-11. 


Sanofi-Aventis 

Fat-fighter  stops  the  munchies  by 
blocking  cannabinoid  receptors  in 
the  brain;  specific  trials  for  diabetes 
are  ongoing. 

Possible  approval:  late  2006; 
delayed  at  f-DA. 


with  his  own  money,  but  the  big  drug 
companies  weren't  interested.  When  sci- 
entists from  Amylin  Pharmaceuticals  saw 
Eng  present  his  data  at  a  1996  diabetes 
conference,  they  ran  for  the  phones  and 
convinced  their  bosses  to  sign  a  licensing 
agreement.  The  Gila  monster  finding  led 
to  Byetta,  a  synthetic  version  of  what  is 
found  in  the  lizards. 

At  about  the  same  time,  endocrinolo- 
gist Jens  Juul  Hoist  of  the  University  of 
Copenhagen  figured  out  why  GLP-1  dis- 
solved so  quickly  in  the  body  In  1995  he 
and  colleague  Carolyn  Deacon  proved 
that  the  obscure  dipeptidyl  peptidase 
enzyme  was  the  main  culprit  and  in  a 
paper  published  in  the  journal  Diabetes 
suggested  that  drugs  that  blocked  this 


early  2002  Thornberry  had  figured  out 
that  the  problem  was  that  the  compound 
was  blocking  two  other  crucial  enzymes. 
It  turned  out  that  her  chemist  colleague  I 
Ann  Weber  had  already  devised  a  com- 
pound called  sitagliptin  that  spared  these 
enzymes.  They  rushed  it  into  clinical  tri- 
als of  60  people  in  2002.  The  initial  safety  | 
tests  showed  a  reassuringly  clean  profile. 
The  next  step  would  normally  have  been  I 
to  perform  a  slightly  larger  trial  on  a  few 
hundred  people  to  confirm  the  drug's  effi- 
cacy But  knowing  it  was  behind  Novartis. I 
Merck  gambled  and  moved  immediately! 
into  large-scale  clinical  tests  on  more  thanl 
1,000  patients.  The  gamble  paid  off,  asj 
Merck  was  able  to  file  a  new-drug  applica- 
tion six  weeks  before  Novartis. 


"Until  people  accept  the  fact  that 
they  cannot  eat  whatever  is  pu 
in  front  of  them,  we  are  going  to 
need  more  diabetes  medications. 


enzyme  would  make  good 
treatments. 

The  study  immediately 
caught  the  eye  of  chemist 
Edwin  Villhauer  and  his  col- 
leagues at  Novartis  in  East 
Hanover,  N.J.  "Other  compa- 
nies were  afraid.  We  jumped 
right  in,"  he  recalls.  Villhauer  took  advan- 
tage of  a  new  rapid-fire  method  called  "com- 
binatorial chemistry,"  which  allowed  him  to 
brew  hundreds  of  compounds  simultane- 
ously instead  of  one  at  a  time.  He  quickly 
made  1,300  compounds,  and  by  mid- 1996 
found  one  that  blocked  the  enzyme.  An  early 
clinical  trial  found  that  the  drug  lowered 
blood  sugar  with  no  ugly  side  effects.  That 
version  needed  to  be  given  several  times  a 
day;  it  took  Villhauer  until  1998  to  come  up 
with  a  once-daily  version. 

By  then  the  field  was  heating  up. 
Merck  in  2000  entered  into  a  deal  with  the 
tiny  German  firm  Probiodrug  that  was 
pursuing  a  drug  to  block  the  peptidase 
enzyme.  But  it  sent  lab  animals  into  fatal 
multiorgan  failure.  "It  was  nasty,"  says 
Merck  biologist  Nancy  Thornberry. 
Merck  killed  the  molecule  a  year  later.  By 


The  next  step  for  Merck 
and  Novartis  is  to  get  theii 
drugs  through  the  FDA.  Thai 
hasn't  been  easy  lately.  Lasl 
year  around  this  time 
another  diabetes  compound 
from  Bristol-Myers  and 
Merck,  was  on  the  verge  o: 
approval  when  cardiologists  publishec 
data  hinting  that  it  caused  heart  attacks 
the  compound  was  dropped.  Earlier  thi; 
year  another  diabetes  compound,  thi: 
time  from  AstraZeneca,  also  failed  ir 
late-stage  trials  because  of  signs  of  kid 
ney  toxicity.  The  FDA  could  render  o 
verdict  on  Merck's  Januvia  by  mid' 
October  and  Novartis'  Galvus  b] 
December. 

Analysts  predict  each  of  the  drug: 
could  reach  peak  annual  sales  of  $2.5  bil 
lion.  Byetta  and  similar  injectables  now  ir 
trials  could  bring  in  another  $3  billior 
annually.  But  everything  depends  or 
whether  the  drugs'  promised  safet; 
advantages  hold  up.  After  all,  it  wasn't  toe 
long  ago  that  Vioxx  was  being  pushed  oi 
the  basis  of  its  (apparently)  wonderfu 
side-effect  profile. 
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hey  all  chose  Composite  Software — the  SOA  data  services  leader. 

|ur  data  services  layer  is  the  fastest  path  to  delivering  existing  data  to  next- 
eneration  business  applications.  Now  companies  can  build  applications  they  could 
pt  have  built  before,  without  having  to  worry  about  data  location  and  complexity. 


COMPOSITE 

SOFTWARE 


www.compositesw.com 


w 

turned  it  into  a  lean  selling  machine 


David  Whela 


Tashlik-Caplan 
minutes  about 
lighter  thanks  t<j> 
at  me,  I'm  a  size 


ATLANTA  MOM  AMY 
raves  for  two  solid 
ler  body,  33  pounds 
NutriSystem.  "Look 
2,"  she  says  on  a  day- 


time cable  TV  c  ommercial,  skipping 
along  a  beach  in  a  bikini,  smooching 
her  husband  onja  footbridge  and  cud- 
dling her  baby  at  a  picnic.  The  before 
and  after  shots  are  powerful.  Then 
comes  the  kicker:  "My  husband  said,  T 
got  my  wife  baqk,'"  she  exclaims.  Each 
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time  the  spot  airs,  dozens  of  women  call 
NutriSystem  to  place  an  order. 

Those  calls  connect  to  a  dingy  building 
on  the  outskirts  of  Philadelphia.  Inside, 
from  5  a.m.  to  midnight,  200  telemar- 
keters, trained  to  cajole  callers  into  disgorg- 
ing a  credit  card  number,  work  the  phones. 
Each  salesman  is  ranked  on  the  wall  by 
dollars  per  call.  The  top  dog  brings  in  $136 
every  time  his  phone  rings;  he  will  earn  a 
six-figure  commission  this  year.  Across  the 
street  in  a  slightly  nicer  office  park  is  Nutri- 
System headquarters.  The  signless  building 
houses  28  marketers  who  design  and  mon- 
itor ads,  a  handful  of  food-quality  man- 
agers, a  few  accountants  and  Michael 
Hagan,  the  chief  executive.  You  won't  find 
a  doctor  or  anyone  in  a  lab  coat.  The  only 
science  practiced  at  NutriSystem  is  a  care- 
fully engineered  form  of  selling. 

Under  Hagan,  the  company  has 
become  as  lean  as  its  cover  girls  (and, 
increasingly,  boys).  In  a  racket  that  has  seen 
its  share  of  miracle  cures  come  and  go  and 

Miracle 

Cures 


No  lab  coats.  The  only 
scenes  practiced  at 

NutriSystem  is  a 

carefully  engineered 
form  of  selling. 


come  again  (below),  NutriSystem  has  finally 
evolved  into  a  stripped-down,  predictable 
business  of  selling  small,  safe  and  idiot- 
proof  portions  of  food.  Approximately 
800,000  overweight  people  will  sign  up  this 
year,  out  of  a  galaxy  of  120  million  over- 
weight adults  in  the  U.S.  For  $289,  the  com- 
pany sends  out  a  UPS-delivered  box  with  a 
months  worth  of  food  as  shelf-stable  as  a 
can  of  army  rations.  A  typical  daily  regi- 
men: oatmeal  for  breakfast,  pasta  salad  for 
lunch,  a  dinner  of  lasagna  with  pudding  for 
dessert,  all  in  tiny  amounts.  By  taking  in 
fewer  calories  and  replacing  simple  carbs 
with  whole  grains,  the  average  person  can 


drop  two  pounds  a  week.  Cus- 1 
tomers  can  also  get  weight-loss 
counseling  over  the  phone, 
though  only  20%  use  it.  The  aver- 
age stay  is  ten  weeks. 

The  formula  works.  Since 
2002,  when  Hagan  took  over  a 
company  then  30  years  old,  rev- 
enue has  jumped  from  $28  mil- 
lion to  $413  million,  profit  from  $2.5  mil- 
lion to  $55  million.  NutriSystem's  stock  is 
up  from  65  cents  to  $63  since  Hagan 
arrived.  "Some  people  don't  like  the  food," 
Hagan  shrugs.  "But  we're  a  Wal-Mart,  not 
a  Wall  Street  demographic."  And  No.  1  on 
our  list  of  the  Best  200  Small  Companies 
in  America,  a  ranking  that  scores  compa- 
nies for  sales  and  earnings  growth  and 
return  on  equity. 

Smart  advertising  and  relentless  data- 
crunching  fuel  this  lean  company.  AT&T 
runs  its  computers.  An  outside  logistics 
outfit  operates  its  five  warehouses.  A  rotat- 
ing cast  of  companies,  including  Hormel 


It's  hard  to  remember  the  days  when  a  little  blubber  was  a  sign 
of  health  and  prosperity.  Over  a  century  of  Americans  growing 
richer  and  fatter — and  then  obsessed  with  weight  loss — one 
thing  remains  constant:  Results  may  vary.      —Amanda  Schupakl 


1906 

From  Colonics  and  Cornflakes  ... 

▼  Michigan  brothers  Will  Keith  and 
John  Harvey  Kellogg  fought  poor  health 
and  obesity  from  both  ends.  W.K.  tinkered 
with  recipes  for  wholesome  breakfast  cere- 
als. John  Harvey  ran  the  Battle  Creek  Sani- 
tarium, promoting  colon  wellness  through 
Fletcherism  and  bran. 


i  m 


Chewing  (Away) 
the  Fat 


A  Early-20th-century 
weight  loss  guru  Horace 

Fletcher,  "The  Great 
Masticator,"  championed 
a  chew-more,  weigh-less 
philosophy.  One  hundred 

chomps  per  minute 
curbed  gluttony. 
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Shake  It  Off 

▼  Vibrating  belts 
let  you  relax  while 
they  jiggled  away 

what  jiggled. 
Modern  versions 
offer  five  speeds  at 
110  volts.  Yes,  they 
still  exist. 


...  To  Citrus  and 
Celluloid 

▲  The  Hollywood  Diet 
helped  women  starve 
like  starlets:  18  days  of 
grapefruits.  Still  in 
vogue  80  years  later, 
bottled  citrus  concoc- 
tions now  sell  online, 
"work"  in  24  hours. 


OCTOBER  30.  2006 


future  client  in  Des  Moines  is  closer  than  you  think. 

iu  can  always  rely  on  FedEx  Ground  to  reach  your  customers.  FedEx  Ground  offers 
)st-effective,  reliable  delivery  in  as  fast  as  1  to  5  business  days  in  the  contiguous  U.S., 
jving  you  time  and  money.  And  whatever  your  shipping  needs  are,  FedEx  has  a 
)lution  that  lets  you  focus  on  the  things  that  really  matter — like  growing  your  business. 
)r  more  information,  go  to  fedex.com.  Relax,  it's  FedEx. 
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and  Truitt  Bros.,  make  the  food.  In  the  past 
NutriSystem  worked  through  franchises 
and  retailers.  Now  it  has  no  grocery  stores 
or  other  middlemen,  much  less  costly 
weigh-in  centers,  to  eat  up  profits. 

NutriSystem  has  had  many  incarna- 
tions since  it  was  founded  in  1971  by 
Harold  Katz,  a  vacuum  cleaner  distributor. 
Shape  Up,  as  the  Willow  Grove,  Pa.  diet 
center  was  then  known,  started  franchising 
a  year  later.  Weight 
Watchers  had  started  a 
decade  earlier  offering 
AA-like  support  groups 
for  membership  fees. 
Katz  wanted  to  peddle 
products.  He  sold  liquid 
protein  served  by  a  staff 
of  doctors  and  nurses. 
Once  all  the  rage,  liquid 
protein  diets  fell  out  of  favor  after  some 
crash  dieters  developed  fatal  heart 
rhythms.  So  Katz  moved  on.  In  1977  he 
changed  the  name  to  NutriSystem  and 
recruited  Jay  Satz,  a  Ph.D.  in  microbiology 
who  worked  for  the  Pennsylvania  state 
department  of  health.  Satz  designed  a  line 
called  "NutriSystem  Foods  of  the  Future 
2000."  Half  the  calories  came  from  carbs, 
the  rest  from  protein  and  fat.  "We  tried  to 


mimic  the  grocery  store,"  Satz  recalls. 

NutriSystem  went  public  in  1981 — and 
got  flabby.  A  year  later  Katz  bought  the 
Philadelphia  76ers  for  $12  million.  He 
added  a  jet  and  new  headquarters.  His 
stakes  value  rose  to  $300  million.  Figuring 
himself  a  franchising  whiz,  Katz  got  into 
gyms,  executive  recruiting,  dentistry,  hair 
salons  and  cosmetics.  The  diversification, 
along  with  a  bunch  of  franchisee  lawsuits 


Chicago  billionaire  Mike 
Heisley  converted  the 
centers  into  clinics  where 

doctors  prescribed 

fen-phen  diet  drugs. 


over  excessively  marked-up  food,  forced 
Katz  to  bail  out.  His  number  two,  Donald 
McCulloch,  led  a  leveraged  buyout  in  1986 
for  $74  million.  McCulloch  kept  the  food 
and  centers  and  got  rid  of  the  rest.  By  1990 
NutriSystems  $1.2  billion  in  sales  nipped  at 
the  heels  of  diet  leader  Weight  Watchers. 
Heinz  offered  $800  million  for  Nutri- 
System, which  McCulloch  declined. 
(McCulloch  says  it  was  not  a  serious  offer.) 


Big  mistake.  In  1990  customers  sued 
NutriSystem,  claiming  their  food  caused 
painful  gallstones.  Doctors  disagreed  as 
trial  lawyers  around  the  country  recruited  | 
clients  with  billboards  and  other  ads. 
Newspapers  covered  the  health  scare.  I 
NutriSystem  denied  everything  and  later 
won  the  suits.  But  sales  suffered,  and  in  I 
1993  it  went  bankrupt. 

Chicago  billionaire  Michael  Heisley  I 
bought  NutriSystem  out  of  Chapter  1 1  "for 
almost  nothing,"  he  says,  but  ended  up  driv- 
ing it  further  into  the  ground.  He  hired  mo- 
tivational screamer  Susan  ("Stop  the  Insan- 1 
ity!")  Powter,  whose  ads  failed  to  lift  sales. 
In  1996  he  converted  the  centers  into  clin- 1 
ics  for  doctors  to  prescribe  fen-phen  diet 
drugs,  only  to  run  into  the  little  problem  that 
these  drugs  can  cause  fatal  heart  problems. 
Heisley  avoided  liability,  but  more  than  half  I 
the  291  franchise  centers  went  under.  He  I 
compounded  his  ills  by  selling  "herbal  fen- 
phen,"  a  mixture  of  Saint- Johns-wort  and  I 
ephedra,  which  brought  Heisley  $2  million 
a  month  in  profits  until  the  Food  &  Drug 
Administration  stopped  him.  Other  ideas — 
Mary  Kay-like  sales  reps  and  Johnson  &| 
Johnson-sponsored  "wellness  centers"  - 
went  nowhere. 

In  1999  the  Internet  gold  rush  inspired  I 


1963 


Satiety  in  Numbers 

T  It  started  as  a  weekly 
gabfest  of  dieting  friends 
at  the  home  of  New  York 
housewife  Jean  Nidetch. 
Today  Weight  Watchers— 
and  its  food-value  points 
system — spans  30  countries. 
Group  sessions  still  take 
place  once  a  week. 


One  Pi!!  Makes 
You  Smaiier 

▲  Back  then  the  AMA 
warned  against  using 
amphetamines  like 
benzedrine,  first 
marketed  for  asthma, 
to  fight  obesity.  But 
the  "speedy"  weight- 
loss  trend  has  lasted 
for  decades. 


1982 


Jumping  Jacks  and 
 Betamax  

TJane  Fonda's  Workout 
video  brought  aerobics  class 
home  and  made  the 
leotard  hip.  A  year  later 
Richard  Simmons  descended 
on  living  rooms  in  a  release 
that  was  inspirational, 
if  annoying. 


1972 

Viva  La  Revolution 

▲  Who  knew  that  a  new 
diet  book  would  cause 
such  a  stir?  Robert  Atkins' 

pro-protein,  anticarb 
gastric  coup  still  rages  after 
his  death  and  his 
company's  bankruptcy. 
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Swallow  This; 

▲  Signing  Tommy 
Lasorda  helped 
Slim-Fast  owner 
Danny  Abraham 
sell  shakes  after  a 
liquid  protein 
scare.  Jenny 
Craig  stuck  to 
solid  food. 


]TH  NETJETS,  NOTHING  STANDS  BETWEEN 

DU  AND  OPPORTUNITY. 


Stay  ahead  by  seizing  opportunities  the  moment  they  arise  with 
a  Netjets  fractional  share.  With  the  largest  private  jet  fleet  in  the 
world  at  your  disposal,  you  can  have  a  plane  in  as  little  as  four 
hours  and  even  prepare  on  the  way  so  that  you  arrive  ready  to 
go.  Plus,  Netjets  is  a  Berkshire  Hathaway  company,  so  it's  not 
only  a  smart  investment  but  a  sound  one  too.  To  make  Netjets 
part  of  your  life,  call  1-877-356-0754  or  visit  www.netjets.com. 

UETJETS® 

Make  every  moment  count'" 


2006  Netjets  Inc.  |  Netjets  is  a  Berkshire  Hathaway  company 
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a  name  change  to  NutriSystem.com.  It 
went  public  that  September,  with  the 
ticker  THIN,  by  merging  with  a  shell  com- 
pany. As  the  dot-com  bubble  popped,  the 
stock  fell  from  $16  to  less  than  $2.  In 
October  2000  it  dropped  ".com"  from  its 
name,  but  the  stock  kept  sliding. 

That's  when  Michael  Hagan,  now  43, 
saw  a  bargain.  Hagan  still  lives  5  miles 
from  his  parents  in  suburban  Bucks 
County.  He  played  golf  as  an  under- 
graduate accounting  major  at  Saint 
Josephs  University  in  Philadelphia.  Tall, 
with  an  easy  manner,  he  flourished  as  an 
accountant  and  technology  manager  at 
Merrill  Lynch,  overseeing  90  people 
before  he  was  30.  In  1995  he  and  a  college 
pal  jumped  into  the  Internet,  cofounding 
VerticalNet,  a  Horsham,  Pa.  collection  of 
Web  sites  with  news  and  online  market- 
places for  industries  like  garbage  and 
water  treatment.  For  a  brief  while  in  2000 
Hagan's  3.5%  stake  was  worth  $500  mil- 
lion. Hagan  became  the  deal  guy,  buying 
two  dozen  companies  in  18  months. 
Once  reality  set  in  and  the  stock  crum- 
bled, Hagan  replaced  the  Amazon.com 
recruit  who  had  been  chief.  (Hagan  had 


the  foresight  to  cash  out  a  quarter  of  his 
stake  when  it  was  worth  something:  $25 
million.)  Hagan  is  still  on  the  board  of 
VerticalNet,  which  has  no  profits  and  a 
market  value  of  $6  million. 

NutriSystems  offices  happened  to  be 
across  the  parking  lot  from  VerticalNet's. 

The  company  he  took  over 

was  a  wreck: 

ancient  recipes,  barely 
functioning  call  center, 
long-suffering  franchisees. 

Through  an  accountant  friend,  Hagan  heard 
it  might  be  for  sale.  Could  a  little  attention 
revive  a  wayward  brand?  Hagan  assembled 
an  investor  group  that  included  many  lead- 
ing lights  in  the  Philadelphia  business  world. 
One  was  Brian  Tierney,  a  marketing  impre- 
sario who  has  since  gone  on  to  buy  the 
Philadelphia  Inquirer  with  Hagan  as  an  in- 
vestor. "You  bet  on  the  jockey'  Tierney  says, 
explaining  why  he  backed  the  buyout.  The 
group  offered  $6.6  million — an  additional 


$3  million  was  put  up  by  NewSpring  Capi- 
tal in  King  of  Prussia,  Pa. — to  grab  the  58.4% 
stake  owned  by  Heisley  and  Brian  Haveson, 
then  chief  executive.  Hagan  himself  supplied 
$2  million.  (After  selling  600,000  shares,  he 
still  owns  5.4%  of  NutriSystem,  worth  a  re- 
cent $126  million,  not  counting  options.) 

The   company  he 
took  over  was  a  wreck: 
ancient  recipes,  a  barely 
functioning  call  center, 
nine  long-suffering  fran- 
chisees. Hagan  intro- 
duced a  starvation  diet, 
terminating  all  franchise 
agreements  for  a  total 
$250,000  payout.  He 
outsourced  the  computer  department  and 
online  customer  service  to  Mumbai  and 
Bangalore.  He  rehired  diet  scientist  Jay 
Satz,  who  had  left  in  1990,  to  redo  the 
menu.  Should  they  follow  the  everything- 
but-carbs  Atkins  diet?   Hagan  was 
tempted.  But  he  and  Satz  agreed  that 
bacon  and  cheese  should  not  be  pillars  of 
a  weight-loss  program.  Instead,  for  the 
first  time  in  30  years  they  rejiggered  the 
food,  this  time  to  reflect  the  glycemic 


Weighty  Tomes,  Thin 
Plotlines 

▲  The  first  Zone  Diet  man- 
ifesto turned  a  simple 
square  meal  into  complex 

science,  while  the 
Cabbage  Soup  plan  stood 
in  for  stew.  It  was  all  just  a 
warmup  for  the  South 
Beach  Diet  books. 


2000 

30  Minutes  to  a 
New  You 

▼  In  the  first  five  years 
1,000  franchised 
Curves  locations 
sprouted  up  across  the 
country.  Critics  com- 
plained that  the  low- 
impact  workouts 
turned  real  exercise 
into  sitcom-length  car- 
dio  klatches. 


Trimming 
Taboos 


2003 

Hoodia  Love? 

▼  Anna  Nicole  strutted  a 

new  Ephedra-free 
Trimspa  figure  but  still 
pushed  Hoodia-packed 
pills.  Fat  Actress  star 
Kirstie  Alley  called  on 
Jenny  Craig. 


WIN  YOUR 
QUEST  TO 

LOSE  WEIGHT 

WITH 

ACOMPUA 


▲  NBC  weatherman 
Al  Roker  had  gastric 
bypass  and  made 
surgical  slimming 
solutions  "safe"  for 
America.  Liposuction 
still  seeks  legitimacy. 
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Needed:  New 
Drugs 

Wyeth  is  still  payim 
for  fen-phen.  Sanol 
Aventis'  big  hope  i 
rimonabant,  which 
blocks  cannabinoic 
receptors.  But  the 
FDA  has  held  up 
approval  for  month 


IBB:  sa 


ilian  cheese  makers  take  pride  in  Parmigiano  Reggiano,  a  cheese 
i  distinctive  that  law  dictates  it  come  only  from  select  provinces, 
irmesan  makers  wanted  more  productivity  while  maintaining  this 
gendary  quality.  Cargill  brought  animal  nutrition  experts  into  the 
ocess,  who  understood  that  dairy  cows  fed  certain  feeds  give 
Ik  with  better  yields  of  Parmesan.  We  created  special  feeds  and 
supply  chain  that  ensures  traceability  of  the  milk  furnished  by 
oducers  to  the  Parmesan  makers.  Now  there's  more  of  the  famed 
eese  for  all  to  enjoy.  This  is  how  Cargill  works  with  customers. 
>  > 


CREATING  BETTER  PARMESAN  TAKES 
DISCRIMINATING  TASTE.  PARTICULARLY 
>N  THE  PART  OF 
HE  COW. 


.cargillcreates.com 

Cargill,  Incorporated 


Cargill 


Nourishing  Ideas.  Nourishing  People: 


ENTREPRENEUR  OF  THE  YEAR 


index,  which  ranks  carbs  by  their  effect 
on  blood  sugar.  The  new  foods,  called 
NutriSystem  Nourish,  were  heavy  in 
legumes  and  whole  wheat.  Hagan  tried  it 
and  lost  12  pounds.  Lighter  and  cash- 
poor,  he  turned  to  Kinderhook  Capital 
for  a  $2.3  million  infusion  in  exchange  for 
2.3  million  newly  issued  shares. 

There  were  early  stumbles.  NutriSystem 
ran  infomercials  on  cable  TV  that  bombed. 
Company  sales  and  profits  fell  22%  and 
66%,  respectively,  in  2003.  Des- 
perate to  goose  business,  Hagan 
fell  into  the  diversification  trap 
in  2004,  spending  $2  million  to 
buy  Slim  &  Tone,  a  competitor 
to  the  ubiquitous  express  work- 
out chain  Curves.  He  hoped 
it  would  help  sell  food,  but 
so  far  it  hasn't. 

What  changed?  The 
focus  on  the  fundamentals  of 
direct-response  marketing. 
Hagan  hired  Thomas  Con- 
nerty,  who  had  run  marketing  at 
Nautilus,  the  company  that 
pitches  the  Bowflex  exercise 
machine  incessantly  on  late- 
night  TV.  "My  first  job  was 
dialing  for  dollars  for  the  RNC, 
trying  to  get  old  ladies  to  give 
$25,"  Connerty  says.  He  got 
rid  of  NutriSystem's  ad 
agency.  Connerty,  who  has 
created  1,500  ads  in  his  ca- 
reer, would  write  the  copy 
and  his  staff  of  media  buyers 
would  place  the  ads.  This  year  it 
will  spend  $104  million  on  ad- 
vertising, one-fifth  of  revenue. 

Key  to  the  marketing  machine  is  a  se- 
ries of  before-and-after  photos  of  Nutri- 
System dieters  selected  during  a  semiannual 
$10,000  contest  to  see  who  has  lost  the  most 
and  looks  the  best.  In  addition  to  the  visu- 
als, Connerty  insists  that  each  ad  describe 
the  meals,  make  a  promise  of  weight  loss, 
dangle  a  special  deal  like  "one  week  free"  as 
bait,  deliver  a  call-right-now  command 
and  pack  in  toll-free  numbers.  "We're  less 
concerned  about  the  prettiness  than  the  ar- 
gument," says  Connerty  His  ads  will  never 
win  design  awards. 

To  strengthen  the  copy,  the  company 
suiveyed  9,000  customers.  From  that  Con- 


am 


Drop  'em:  Many  of 
NutriSystem's  new 
recipes  lean  on  legumes 
and  whole  wheat. 


nerty  learned  that  90%  lose  weight,  on 
average  1.5  to  2  pounds  a  week.  The  data 
gave  NutriSystem  legal  cover  in  the  face  of 
Federal  Trade  Commission  regulations  to 
beef  up  the  sell.  Instead  of  "You  can  lose 
weight,"  it's  "You  will  lose  weight."  That 
subtle  change  adds  5%  more  responses.  As 
Connerty  says:  "The  more  you  tell  the 
more  you  sell."  (Still,  each  photo  contains 
the  caveat,  "Results  not  typical.") 

Connerty  writes  the  copy  for  TV  and  print 
ads  after  interviewing  dieters. 
The  best-performing  print 
ad  right  now  is  "Tammy," 
who  shed  138  pounds  and  be- 
came engaged. 

Once  the  copy  is  done, 
Connerty  looks  to  buy  left- 
over advertising  inventory  on 
the  cheap.  Parade,  the  National 
Enquirer,  even  the  New  York 
Times  Magazine  can  give  last- 
minute  deals.  So  do  cable  net- 
works. Connerty  finds  radio 
too  expensive. 

He  looks  for  an  immedi- 
ate return  on  that  ad  buy  One 
of  Connerty's  buyers  might 
reserve  five  $5,000  two- 
minute  spots  on  American 
Movie  Classics  and  generate  225 
calls  to  a  specific  toll-free  num- 
ber. Of  those,  85  typically  convert 
to  sales.  People  who  call  or  e-mail 
but  don't  buy  get  letters  in  the 
mail,  then  phone  calls.  Even- 
tually another  100  or  so  orders 
will  come  over  the  Internet  or 
the  general  call  center  num- 
ber (1-800-321 -THIN)  without 
reference  to  the  ad.  Overall  the  cost  per  cus- 
tomer is  around  $130,  which  is  phenome- 
nal since  each  will  generate  $700  or  so  in 
business,  half  of  which  covers  NutriSystem's 
costs  of  food  and  shipping. 

A  recent  one-page  ad  in  Parade  cost  a 
deeply  discounted  $200,000  and  brought  in 
2,000  paying  customers,  a  killer  response. 
On  the  other  hand,  a  TV  ad  showing  "Julie," 
who  lost  142  pounds,  didn't  work  as  a 
2-minute  spot  even  though  it  did  quite  well 
as  a  30-minute  infomercial.  In  a  shorter  for- 
mat, Julie's  story  is  harder  to  tell  than  Amy's, 
whose  bikini  does  the  selling. 

As  the  ads  run,  customers  flood  the 
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call  center.  In  2000  it  was  a  sad  place,  saysj 
Robert  Smedley,  a  former  rep  who's  now  a 
manager.  Reps  would  make  less  than 
$30,000  and  be  forced  to  play  the  role  of 
weight-loss  counselor  as  well.  The  com- 
pany only  had  two  toll-free  numbers  back 
then,  versus  1,500  distinct  ones  today. 
Nobody  knew  what  prompted  calls. 
"There  was  a  time  when  if  you  got  $60  per 
call  I'd  give  you  a  kiss,"  Smedley  recalls. 

Today,  if  salesmen  bring  in  that  little, 
they're  fired.  The  best  can  generate  $100 
per  call.  Only  top  performers  are  allowed 
to  work  more  than  40  hours  a  week. 
Average  sales  reps  make  $55,000  (entirely 
commissions).  The  best,  who  can  double 
that,  know  what  buttons  to  push.  The  most 
common  objection  is:  "I  need  to  speak  to 
my  husband."  Responding  that  "Nutri- 
System costs  only  $10  a  day"  isn't  the  most 
effective  rejoinder.  The  best  response  is:: 
"On  a  scale  of  1  to  10,  how  important  is 
losing  weight?"  When  the  woman  invari 
ably  says  "10,"  the  next  question  is,  "So  does 
your  husband  really  understand  how  much 
you  want  to  lose  this  weight?" 

The  sales  commission  for  a  call  that 
comes  in  is  $17.  During  lulls  reps  must) 
make  outbound  calls  to  those  still  on  the 
fence.  Nailing  one  of  those  leads  is  worth 
$40.  Occasionally  a  star  seller  will  get  a 
prize  like  a  50-inch  plasma  TV. 

Dan  Marino  recently  became  the  first) 
celebrity  spokesman,  having  lost  22  pounds) 
using  NutriSystem  after  the  2005-06  foot 
ball  season  ended.  When  his  ad  airs  oni 
Monday  Night  Football  the  phones  light  up. 
He's  part  of  a  plan  to  get  more  men  on  the 
diet  and  has  become  a  zealot.  Connerty  cal- 
culates that  a  Marino  ad  yields  a  20%  better 
response  than  one  with  an  anonymous  guy. 
That  justifies  running  spots  on  high-end 
channels  like  ESPN.  Marino  will  lift  the 
proportion  of  men  in  the  program  from 
13%  to  30%  of  new  customers  by  next 
year,  a  level  rarely  seen  in  dieting  pro- 
grams. It's  an  advantage  of  the  direct -sales 
model.  "Men  do  not  want  go  to  centers," 
says  Satz.  On  the  horizon:  a  seniors  pro- 
gram with  Marino's  old  Miami  Dolphins 
coach,  Don  Shula,  as  pitchman.  That  is,  ill 
he  ever  loses  that  gut.  F 
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takes  a  front  seat  in 


corporate-!  site . 

By  Robert  Ady  SClCCtlOU 


here  is  no  shortage  of  criteria  used  by  corporations  in  selecting  locations  for  new  facilities. 
The  traditional,  objective  factors  used  by  site  selectors  —  such  as  labor,  utilities,  transportation, 
occupancy  and  taxes  —  are  joined  by  hundreds  of  subjective  factors,  which  can  include 
anything  from  terrorist  threat  avoidance  to  the  attitude  of  the  local  tax  assessor. 


HAMPTON  ROADS 

Welcome  to  Virginia's  Hampton 
Roads!  Four  hundred  years  ago,  a 
group  of  brave,  adventurous  souls 
embarked  on  a  voyage  of  untold 
magnitude  —  setting  sail  for  a 
new  world  to  find  a  land  to  plant 
businesses  and  reap  profits  from 
the  resources  they  hoped  to  find. 
The  expedition  and  subsequent 
colony  of  Jamestown,  with  its  suc- 
cesses and  failures,  has  undoubted- 
ly helped  shape  not  only  the  com- 
merce of  this  nation  but  the  world. 

The  Hampton  Roads  Economic 
Development  Alliance  (HREDA), 
a  private-public  partnership  repre- 
senting fifteen  jurisdictions  in 
Southeastern  Virginia,  is  ready  to 
assist  you  confidentially  and  free  of 
charge  in  your  exploration  of 
Hampton  Roads.  It  has  been  esti- 
mated that  Alliance  assistance  can 
save  an  expanding  or  relocating 
company  thousands  of  dollars 
in  time  and  support  services. 
HREDA's  only  goal  is  to  be  your 
one-stop  resource,  providing  the 
most  up-to-date  information  neces- 
sary to  facilitate  your  evaluation 
of  the  Hampton  Roads  region. 

As  you  consider  where  to  move  or 
expand  your  business  operations, 
you  need  not  look  further  than 
Hampton  Roads,  a  region  rich  in 
natural  and  human  resources  to 
satisfy  your  location  requirements. 

Virginia's  Hampton  Roads,  we've 
been  enhancing  profits  since  1607. 

FOR  MORE  INFORMATION 

ON  HAMPTON  ROADS, 

PLEASE  VISIT  WWW.HREDA.COM. 
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Of  course,  the  number  and  type  of  subjective  factors  included  in  any  sij 
selection  varies  from  company  to  company,  project  to  project  and  time  tj 
time.  In  recent  years,  a  new  factor  has  increased  in  importance  and  is  now  hia 
among  the  criteria  used  by  site  selectors  today.  That  factor  is  "image." 
Image  is  difficult  to  identify  and  even  more  difficult  to  quantify.  The  emphasis  q 
projecting  a  positive  corporate  image  permeates  almost  all  the  activities  undertaken  □ 
companies  today  and  site  selection  is  no  exception. 

What  does  it  mean  for  expanding  or  relocating  companies?  More  than  ever,  companie 
need  to  assess  the  effect  that  the  location  of  their  new  facility  will  have  on  their  corporal 
image.  From  a  macro  perspective,  the  assessment  should  occur  at  the  internationa 
state,  community  and  even  the  individual  property  level.  A  negative  assessment  at  any 
these  levels  can  result  in  the  elimination  of  that  location  from  consideration. 


International  Considerations 

In  assessing  locations  at  the  international  level,  the  key  factors  that  could  affect  tl 
relocating  company's  corporate  image  include  the  stability  of  the  area,  its  democrat^ 
environment,  its  compliance  with  international  law,  its  human  rights  record  and  j 
overall  perception  among  international  political  and  business  leaders.  In  site  selectic 
practice,  the  single-minded  focus  on  seeking  out  the  lowest-cost  areas  in  the  world 
tempered  by  consideration  of  the  effect  such  a  location  might  have  on  the  image 
the  company. 


State  Considerations 

There  is  no  shortage  of  state  business  climate  rankings.  Most  of  these  focus  on  the  la\* 
rules  and  regulations  affecting  business  —  but  some  focus  on  projections  of  statewk 
labor  rates  and  other  cost  factors,  various  quality-of-life  features  and  the  voting  record 
elected  state  officials. 

At  the  same  time,  some  corporations  rely  on  the  gut  feel  of  their  executives  to  sort  o; 
which  states  will  enhance  or  tarnish  the  image  of  the  company.  In  many  cases,  thej 
rankings  and  attitudes  have  shifted  decision-making  considerations  trom  a  positive 
negative  state  business  climate,  to  a  positive  or  negative  corporate  image. 

Overemphasizing  either  state  business  climate  rankings  or  the  gut  feelings  of  executi| 
can  result  in  a  suboptimal  site  selection  location.  There  are  always  exceptions  to  tl 
common  wisdom  of  "good"  states  versus  "bad,"  since  "bad"  states  might  try  harder 
attract  businesses  and  help  them  grow. 


iampton  Roads 


We  of  Wight 
Counfy 


•  hank/in 


Enhancing  Profits  since  1607 
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ECONOMIC  DEVELOPMENT  Al  MANCE 




THE  U.S. 

VIRGIN  ISLANDS: 
AN  INVESTMENT 
MECCA 

The  U.S.  Virgin  Islands,  known  the 
world  over  as  a  first-class  shopping 
destination,  has  fast  developed 
into  an  investment  mecca.  To  reach 
this  point,  territorial  officials  placed 
their  emphasis  on  improving  and 
expanding  the  territory's  port 
facilities  and  maximizing  its  fiber 
optic  communication  systems. 

Charged  with  the  responsibility 
for  the  economic  development  and 
expansion  of  the  territory,  the  Virgin 
Islands  Economic  Development 
Authority  administers  a  very  attrac- 
tive tax-incentive  program.  Eligible 
businesses  are  given  90%  exemp- 
tion on  corporate  income  tax  and 
another  90%  on  personal  income 
tax  for  dividends  and  interest  for 
resident  stockholders. 

Most  of  the  approximately  100 
companies  currently  involved  in  the 
Economic  Development  Program 
fall  under  one  of  the  following 
categories:  hotels,  manufacturing, 
pharmaceuticals,  transportation 
and  marine  industries,  information 
technology  or  financial  services. 

FOR  A  FULL  LISTING  OF  BENEFITS 
AND  ELIGIBLE  COMPANIES, VISIT  THE 
WEB  SITE  AT  WWW.USVIEDA.ORG, 
OR  CALL  TOLL-FREE  877-432-8784. 


Economic  Development  Commission 
and  Industrial  Park  Corporation 
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Community  Considerations 


Until  recently,  companies  could  give  short  shrift  to  the  quality  of  the  schools,  crin 
rate  and  attractiveness  of  a  community  where  they  were  considering  locating  a  ne 
facility.  However,  the  image  of  the  community  or  communities  in  which  a  company  h 
operations  is  no  longer  divorced  from  its  image. 

Two  factors  have  changed  the  equation  for  relocating  companies  —  company  transfere 
and  global  labor  market  competitiveness.  No  longer  are  relocated  or  newly  hired  employe 
prepared  to  move  anywhere,  at  any  time,  to  meet  company  needs.  Rather,  these  employe 
undertake  a  critical  evaluation  of  the  community  to  which  they  have  been  asked  to  transfi 
If  the  quality  of  education,  crime  rate  or  other  lifestyle  considerations  create  issues  for  thei 
they  may  not  relocate  regardless  of  the  corporate  consequences. 

This  major  change  in  employee  attitude  has  prompted  companies  to  carefully  assess  tl 
image  of  the  community  on  its  ability  to  attract  and  retain  workers  at  any  new  locatio 
The  image  that  the  community  projects  is  intrinsically  linked  to  the  image  that  t 
company  projects,  and  because  of  this,  companies  carefully  examine  the  positive 
negative  attributes  of  locations  before  making  any  location  decisions. 

Site  Considerations 

Being  in  the  right  country,  state  and  even  community  is  not  enough.  In  the  past,  si 
selection  evaluation  centered  on  the  property  itself  and  not  much  attention  was  paid 
the  general  area  surrounding  the  site.  This  has  led  to  corporate  image  problems  at  t 
local  level.  Nearby  garbage  dumps,  uncontrolled  outside  storage  and  rundown  buildin 
all  contribute  to  an  unfavorable  environment  for  the  image  that  the  company  wishes 
portray  with  its  new  facility.  If  a  corporation  is  spending  a  significant  amount  of  mom 
to  construct  an  attractive  building,  it  wants  that  building  to  be  located  in  an  area  til 
enhances,  not  one  that  detracts  from,  that  investment. 


The  Bottom  Line 

When  expanding  a  company  to  a  new  location,  it  is  important  to  take  into  account  n 
only  the  traditional,  objective  factors,  but  also  how  a  specific  location  will  affect  corpora 
image.  The  oversimplification  of  "good"  versus  "bad"  areas  should  be  avoided,  and  inste 
the  focus  should  be  on  those  opportunities  that  best  serve  a  company's  strategic  needs  ai 
corporate  image.  It  could  be  the  difference  between  the  best,  or  worst,  move  in 
company's  history. 


Web  Directory 


Hampton  Roads  Economic  Development  Alliance  www.hreda.com 
VI.  Economic  Development  Authority  www.usvieda.org 


The  former  president  of  PHH  Fantus  Consulting,  Robert  Ady  ha 
identified  prime  locations  for  more  businesses  in  the  U.S.  than  an 
other  person.  He  has  been  quoted  in  the  Wall  Street  Journal  and  th 
New  York  Times  on  topics  such  as  global  competition  and  business 
location  trends. 


U.S.  Virgin  Islands 


Imagine  The  Possibilities 

By  locating  your  business  or  part  of  your  business  in  the  United  States  Virgin  Islands 
you  may  be  eligible  to  apply  lor  unbelievable  tax  benefits  and  receive  a  substantial 
reduction  in  or  exemption  from  your  business  and  personal  taxes. 


Just  imagine  your  company  receiving: 
90%  Exemption  on  Income  Taxes  •  90%  Exemption  on  Dividends  •  100%  Exemption  on  Gross  Receipts  Taxes 
100%  Exemption  on  Property  Taxes  •  100%  Exemption  on  Excise  Taxes  •  1%  Custom  Duties 


Other  benefits  include: 
Educated  labor  force  •  US  Currency,  courts  and  flag  protection 
Easy  air  access  to  and  from  the  United  States,  South  America,  Europe  and  other  Caribbean  Islands 
World  class  telecommunications  •  "Made  in  USA"  labeling 
Duty  Free,  quota  free  exporting  of  USVI  made  goods  into  the  United  States 
Immigration  advantages  •  Shipping  advantages  •  No  exchange  controls  •  Availability  of  prime  rental  space 


akc  the  U.S.  Virgin  Islands  your  business  headquarters  of  the  Caribbean 


For  information  on  the  Economic  Development  Program  and  Requirements 
for  Economic  Development  benefits,  please  contact: 
Economic  Development  Commission 

1-877-432-USVI  •  Fax:  340-774-8106 

(8784) 

www.usvieda.org  •  edc@usvieda.org 


WKK^^  AYS  AFTER  HOSTILE  FIRE 
brought  down  an  AH -64  Apache  helicopter 
near  Baghdad,  killing  its  two  U.S.  pilots,  a 
quick-thinking  operator  of  a  Shadow  200 
unmanned  air  vehicle  helped  avert  a  simi- 
lar tragedy.  Late  one  night  in  April  he 
received  an  urgent  call  about  a  second  pair 
of  Apache  pilots  whod  suddenly  come 
under  enemy  fire.  They  couldn't  tell  who  or 
what  on  the  ground  was  shooting  at  them. 
But  the  drone  operator  could,  thanks  to  a 
new  40-pound  camera  strapped  to  the 
Shadow  200  cruising  at  least  4,000  feet 
above  him.  He  turned  on  the  cameras  laser 
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pointer,  much  like  those  used  in  a  sales 
presentation  or  classroom,  to  mark  the 
enemy.  In  minutes,  the  Apache  crew,  wear- 
ing night-vision  goggles,  spotted  the  laser 
beam,  released  a  Hellfire  missile  and  blew 
up  the  bad  guys. 

Originally  designed  as  a  silent  camera 
roving  the  skies,  the  five-year-old  Shadow, 
made  by  a  division  of  United  Industrial 
Corp.,  has  proved  to  be  a  very  adaptable 
tool.  This  summer  the  drone  helped  warn 
U.S.  ground  convoys  that  they  were 
approaching  insurgents  planting  or  carry- 
ing roadside  bombs.  The  laser  pointer  on 
the  Shadow's  camera, 
introduced  six  months 
ago,  has  helped  steer  the 
drivers  of  lost  ground 
convoys  safely  back  to  the 
base.  "We  can  tell  them, 
'When  you  see  the  laser, 
turn  right,"'  says  James 
Harris,  a  chief  warrant 
officer  2  and  Shadow 
operator,  who  returned 
from  Iraq  in  May  after  a 
13-month  tour  of  duty. 

Hard  to  fathom  that 
the  Shadow— the  most 
heavily  used  midsize 
drone  since  the  invasions 
of  Afghanistan  and  Iraq, 
with  127,000  flight  hours 
— almost  never  made  it 
off  the  ground.  Or  that 
United  Industrial  barely 
survived  an  ill-fated 
attempt  at  diversifying 
away  from  defense  prod- 
ucts. Today,  however,  the 
Hunt  Valley,  Md.  com- 
pany is  soaring.  As  of  June  United  Indus- 
trial had  delivered  49  Shadow  systems  and 
was  looking  at  potential  orders  for  35 
more  over  the  next  two  years.  Each  system 
costs  an  estimated  $10  million  and  con- 
sists of  four  aircraft  ($600,000  each),  two 
ground  control  stations,  one  launcher, 
four  remote  video  terminals  and  an 
armored  Humvee  furnished  by  the  Army. 
In  addition,  the  company  collects  up  to  $3 
million  a  year  to  maintain  each  system.  In 
the  latest  12  months  United  Industrial, 
which  ranks  34  on  the  list  that  begins  on 
page  212,  earned  $39  million  on  $577  mil- 
lion in  sales.  Since  2002  shares  have 


quadrupled  to  a  recent  $55. 

United  Industrial  is  a  key  supplier  for 
the  brassier  Northrop  Grumman  and 
General  Atomics  products,  providing 
remote  video  terminals  for  at  least  three 
different  Army  drones.  This  way  the 
Army  can  receive  video  from  all  of  its 
drones  using  the  same  technology.  It's  a 
centerpiece  of  the  military's  vision  for  a 
single  ground  control  station  capable  of 
operating  four  or  more  types  of  drones. 
The  contract  would  be  worth  tens  of  mil- 
lions of  dollars  over  several  years. 

Still,  Fred  M.  Strader,  53,  who  became 


The/re  all  connected:  Pictures  and  data  from  the  Shadow  200  drone  and  its 
operator  on  the  ground  are  sent  to  a  command  center,  which  in  turn  relays  vital 
data — like  the  enemy's  location — to  nearby  aircraft  and  soldiers. 


chief  executive  of  United  Industrial  in  2003, 
can't  forget  how  difficult  liftoff  was  when 
he  arrived  five  years  ago.  "This  place  was 
hemorrhaging,"  he  sighs.  From  1988  to 
1996,  when  Pentagon  budget  cuts  clipped 
revenues  28%,  the  company  tried  to  find 
new  tricks  for  its  expertise  in  avionics  train- 
ing and  engineering,  resulting  in  ventures 
like  simulators  for  amusement  park  rides, 
weather  diagnostics  equipment  and  the  un- 
derbellies of  trolley  cars. 

Bad  idea.  The  expansion  forced  United 
Industrial  into  competition  for  scarce  con- 
tracts on  the  state  level  and  stretched  engi- 
neers beyond  their  comfort  zones.  Its 


stock  skidded  from  the  mid-20s  during 
the  1980s  to  $5  in  1996.  There  were  losses 
and  mass  firings;  divestitures  followed. 
United  Industrial  sold  a  plastics  injection 
molding  business  and  a  weather  software 
outfit  for  a  pittance.  In  2000  it  got  rid  of  a 
business  that  sold  gear  for  training  fire- 
fighters. But  it  did  hold  on  to  its  most  crit- 
ical asset:  the  Pioneer  recon  drone,  a  solid 
performer  in  the  first  Gulf  war  that  can 
evade  radar  and  stay  aloft  for  five  hours. 

Strader's  job  was  righting  the  division 
that  made  the  drone  and  accounted  for 
85%  of  reported  operating  income  for  the 
entire  company  but  was 
shelling  out  $15  million 
more  in  cash  than  it  was 
taking  in.  Supervisors 
were  working  on  long- 
term  government  con- 
tracts, in  which  a  company 
customarily  recognizes 
revenue  as  it  incurs  costs. 
In  so  doing  they  were 
buying  materials  even 
when  they  didn't  really 
need  them.  It  was  a  crazy 
way  to  run  a  business,  but 
United  Industrial  was 
booking  revenue  well  be- 
fore it  was  getting  paid. 
Strader  nipped  the  prac- 
tice by  limiting  capital 
spending  to  approximately 
$2  million  a  year,  down 
from  $5  million  in  2000. 
All  capital  purchases,  re- 
gardless of  dollar  amount — 
and  all  buy  Orders  above 
$5,000— required  his  ap- 
proval. Within  two  years 
that  drain  had  turned  to  a  positive  cash  flow 
of  $6  million. 

Ledger-book  problems  were  just  the 
beginning.  The  Shadow  200,  selected  by 
the  Pentagon  in  1999  to  become  its  first 
tactical  unmanned  vehicle  system,  gave 
the  Army  a  bit  of  a  scare.  During  tests  in 
May  2001  at  Fort  Hood,  Tex.,  the  drone— 
a  feathery  325  pounds,  measuring  1 1  feet 
from  nose  to  tail — would  glide  for  several 
minutes  then  crash.  Army  commanders, 
who  had  contracted  for  44  systems  worth 
$430  million  over  five  years  to  United 
Industrial,  wanted  answers. 

Strader  assembled  his  lieutenants  for 
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an  emergency  powwow  at  the  base  with 
orders  "to  sit  in  a  room  and  not  come  out 
until  you  have  solved  the  problem." 
Within  72  hours  the  engineers  reported 
back  with  the  revelation  that  the  military 
crews  were  starving  the  Shadows  engine 
of  oil.  The  solution  was  as  simple  as  mov- 
ing the  oil  pump. 

The  company  still  had  one  more  fire 
to  put  out.  Left  over  from  the  bad  old 
days  was  a  35%  share  in  a  $170  million 
contract  to  help  build  250  electric  trolley 
coaches  for  the  city  of  San  Francisco.  In 
2001  UIC's  Czech  partner  had  declared 
bankruptcy,  which  led  to  cost  overruns, 
components  delays,  higher- 
than  expected  overhead  and 
a  $66  million  pretax  loss  for 
United  in  2002.  "We  just 
had  to  grit  our  teeth,  bite 
the  bullet,  deliver  the  trol- 
leys," Strader  grimaces.  One 
small  triumph:  By  offering 
the  city  $500,000,  UIC  got 
out  of  providing  a  warranty 
of  up  to  ten  years  on  parts. 

A  last  problem  child  is 
Detroit  Stoker  Co.,  which 
provides  combustion  equip- 
ment— stokers,  burner  sys- 
tems, feeders — and  services 
for  heating  and  power  gen- 
eration. As  a  result  of  a  class 
action  by  asbestos  claim- 
ants, United  Industrial  must 
record  an  unfunded  liability 
of  $1 1.5  million  to  account  for  the  differ- 
ence between  a  $31.5  million  accrued 
expense  and  a  $20  million  insurance 
receivable.  On  the  brighter  side,  the  num- 
ber of  claims  has  dropped,  from  2 1 ,000  as 
of  late  2004  to  a  recent  9,500. 

Two  years  ago,  seeing  daylight  again, 
Strader  moved  United  Industrial's  head- 
quarters from  New  York  City  to  a  short 
walk  to  the  drone  factory  outside  Balti- 
more. He  moved  swiftly  to  restore 
morale,  too,  following  years  of  job  cuts. 
In  2004  he  expanded  "spot  awards,"  rec- 
ognizing achievements  from  line  workers 
on  up  with  checks  of  $250  to  $10,000. 
Those  pats  on  the  back  have  paid  divi- 
dends in  efficiency.  Plant  managers 


reconfigured  the  Shadow  wing  assembly 
line  to  cut  production  cycle  times  by  at 
least  30%. 

United  Industrials  $91  million  in  the 
bank  will  permit  some  acquisitions, 
sensible  ones  this  time.  In  June  Strader 
paid  $6.5  million  for  Aerosonde,  a  Vic- 
toria, Australia  maker  of  small  un- 
manned air  vehicles.  The  Aerosonde  4  is 
a  30-pound,  rear-propelled  drone  with  a 
nine-and-a-half-foot  wingspan  designed 
for  long-range  meteorological  monitor- 
ing, something  useful,  say,  for  spotting  a 
tsunami  in  the  middle  of  the  Pacific  or  a 
forest  fire  in  the  corner  of  a  state  park. 


Very  versatile:  The  U.S.  military  accounts  for  87%  of  sales  at  United 
Industrial's  defense  unit.  Commercial  use  could  soar  with  FAA  approval 

Its  slow  cruising  speed,  45  to  70mph, 
allows  its  instruments  to  collect  more 
data  per  mile.  "It's  a  brand  new  market- 
place, and  you  don't  really  know  neces- 
sarily where  real  customer  preferences 
are  going  to  come  out,"  says  Strader.  "We 
don't  want  to  say  we  are  only  in  [com- 
bat] systems.  I  think  that  is  too  narrow 
for  a  nascent  market." 

In  other  words,  there  are  big  markets 
in  civilian  airspace — if  only  the  Federal 
Aviation  Authority  can  be  reassured  about 
safety  measures.  An  aircraft  without  a  pilot 
to  listen  to  instructions  or  a  transponder 
to  broadcast  its  presence  is  a 
menace  to  passenger  planes. 
"Finding  resolution  with  the  FAA 


will  be  key  for  developing  a  civil  market 
says  Philip  Finnegan  of  the  Teal  Group 
Corp.,  a  defense  and  aerospace  consul 
tancy  in  Fairfax,  Va. 

There  is  plenty  of  room  in  the  skies, 
enough  for  small  companies  as  well  as 
giant  ones  like  Northrop  Grumman  and 
Boeing.  Now  a  $2-billion-a-year  business 
the  global  market  for  unmanned  vehicles 
should  reach  $5  billion  by  2014,  estimates: 
Amit  Dayal,  an  aerospace  analyst  at  Rod 
man  &  Renshaw.  That's  everything  from 
General  Atomics'  missile-toting  Pred 
ator— the  one  that  reportedly  killed 
al  Qaeda  higher-up  Abu  Hamza  Rabia  last 
December  in  his  sleep  in 
Haisori,  Pakistan — to  Hon- 
eywell's 13-inch-diameter 
surveillance  craft  that  cam 
be  carried  in  a  soldier's 
backpack.  (Honeywell's  sys 
tern  uses  UIC's  ducted-fan 
technology  that  enables  the 
drone  to  take  off  and  land 
vertically,  business  worth 
$10  million  to  $15  million  a 
year  to  United.)  The  Bush 
Administration  told  Con- 
gress in  late  July  that  it  was 
planning  to  sell  Poland 
remotely  piloted  aircraft 
and  related  gear  worth  up  to 
$73  million  to  help  fight  ter 
rorism.  Poland  plans  to  use 
the  Shadow  in  support  oi 
NATO  operations.  "United 
Industrial's  fan  club  [at  the  Pentagon]  cer 
tainly  didn't  hurt  there,"  says  Teal  Group's 
Finnegan. 

Nor,  apparently,  has  the  company's 
affiliation  with  its  largest  shareholder 
hedge  fund  manager  Warren  Lichtenstein 
41,  who  owns  17%  of  United  Industrial 
shares.  In  August  he  proposed  to  lead  i 
buyout  of  New  Frontier  Media,  a  Boulder 
Colo,  adult  entertainment  pay-per-view 
company.  Nothing  illegal  there,  says  ar 
Army  spokeswoman.  No  plans,  either,  tc 
lend  the  Shadow  s  laser-guiding  videocarr 
to  New  Frontier  productions. 


191  for  a  gatefoid  on 
now 
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OR  THE  PAST  TWO  YEARS  THie  Gulf  Coast. 
Stratton  Small-Cap  Value  fundiral  gas.  Range 
run  by  Stratton  Managemenjrow  by  15%  in 
in  suburban  Philadelphia,  hal 
made  the  Forbes  Honor  Rollling,  Van  Horn 
our  roster  of  long-term  perange's  expected 
formance  champs.  This  plaudiinths  is  hedged, 
shows  that  manager  Geralc  in  the  futures 
Van  Horn,  33,  knows  what  hois  isn't  a  stock 
is  doing.  Van  Horn  has  run  th<f  stored  natural 
fund  for  six  years,  overseen  by  his  mentor,  Jametrves  to  depress 
Stratton,  69.  Their  stock-picking  screen  is  pretti  Despite  that, 
good  at  finding  great  values  in  small  stocks.     a  year  over  the 

Van  Horn  starts  with  a  list  of  3,200  small 
companies  (market  caps  from  $200  million  toe  annual  divi- 
$2  billion)  and  quickly  eliminates  90%  of  their.ation  the  com- 
with  a  mechanical  formula  that  emphasizes  freature. 
cash  flow.  After  that  quantitative  filter  subjec 
five  judgment  takes  over,  and  he  shrinks  his  bu] 
list  to  70  or  so  names. 

If  you  want  to  copycat  this  approach,  star\T  VAN  HORN 
with  a  target  company's  free  cash  flow.  To  get  thin  has  no  block- 
number  take  the  "cash  flow  from  operations'  force  that  has 
shown  immediately  after  the  profit-and-losags  in  the  fields 
statement  and  subtract  capital  expenditures.  (Yoth. 
want  outlays  for  plant  and  equipment.  Ignoropetition  from 
sums  spent  on  buying  stakes  in  other  compaMerck  could  be 
nies.)  To  oversimplify:  Cash  flow  is  net  incomalthough  it  has 
with  depreciation  charges  added  back  in.  e  to  see  Sciele 
To  a  value  player  desirable  companies  have.  Still,  the  com- 
a  low  ratio  of  market  value  to  free  cash  flowng  drugs  under 
Winners  on  this  score  tend  to  have  low  multhg  them  with 
pies  as  traditionally  defined  (low  price/earmrmulations  and 
ings  ratios,  that  is),  but  the  correlation  is  no 
perfect.  A  company  can  look  cheap  on  a  P/I  can  keep  up  its 
screen  but  lose  out  in  a  free  cash  ranking  if  it'i 
spending  lavishly  on  plant  and  equipment 
Conversely,  a  high-P/E  outfit  can  look  cheap  11  jPl|Cf  nT 

f r c  c  Ceish  tcr m s  if  it  c ! v 1 1  k s  uo  ci  bis  DcIdci 

5  v  v  at  ideally  show  both  low-end  price-to-free-cash-flow  and 
depreciation  charge  but  spends  niggardly  on  good  vaiue  p|ays 

amounts  on  its  factories. 

Van  Horn  makes  adjustments  to  the  rnarke 

value  and  cash  flow  figures  to  calculate  wha 


20%  annual  sales  growth.  While  the  free  cash 
multiple  looks  high,  he  likes  the  15  P/E,  thinking 
it's  still  a  bargain.  Sciele  has  been  part  of  the 
Stratton  portfolio  since  last  year. 

Tetra  Technologies 

OIL  SERVICE  PROVIDER  TETRA  SPECIALIZES  IN 
closing  down  or  repairing  offshore  drilling 
wells.  Tetra's  profits  for  the  year's  first  half  dou- 
bled the  2005  number,  and  revenues  were  up 
36%.  Such  growth,  if  it  can  keep  up  for  even  just 
another  year,  would  compensate  for  Tetra's 
high-end  P/E  of  26. 

The  2005  hurricane  season  severely  dam- 
aged or  destroyed  200  drilling  platforms  in  the 
Gulf  of  Mexico  and  left  another  1,000  of  them 
in  shoddy  condition — and  hence  ripe  for 
refurbishment. 

Van  Horn  believes  that  Tetra's  gulf  cleanup 
business  means  that  the  stock  isn't  as  sensitive 
to  changes  in  oil  prices  as  other  energy  com- 
panies are.  All  that  damaged  equipment  still 
needs  to  be  taken  care  of,  even  if  oil  stays 
below  $60  a  barrel.  Hurricanes  are  generally  a 
boon  for  Tetra,  but  sometimes  they  are, 
perversely,  too  much  of  a  good  thing.  Contin- 
ual storms  limit  how  much  work  can  be  done 
fixing  a  platform  damaged  from  previous  bad 
weather.  The  2006  season  has  been  quiet  and  a 
great  opportunity  for  Tetra  to  go  about  the 
cleanup  work. 

Van  Horn  started  buying  into  Tetra  in  early 
2005,  back  when  it  traded  at  $10  a  share.  It's 
now  among  his  fund's  largest  holdings.  F 


they  would  be  if  a  company  were  all  equity  ~~ 
financed.  (In  the  table  we  take  the  simplei  : 
approach  of  comparing  market  value  witr^era*IOnS 


f   unadjusted  free  cash  flow.)  He  wants  a  compan^  ^ru9s 


I  to  fall  at  the  cheap  end  of  the  spectrum  for  it]  services  &  equipment 
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industry  sector. 

Two  other  factors  that  count  less  than  fre< 
cash  come  into  play.  One  is  earnings  surprise^ 


ked  out  of  the  Best  Small  Comp< 
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Where  Are  They  Now? 


THE  BEST  SMALL  COMPANIES 
come  and  go.  Sometimes 
they  graduate  from  our  list 
with  honors.  Other  times 
they're  expelled. 
A  clear  winner  is  International 
Speedway  Corp.  (No.  121  on  the  2005 
list),  which  over  the  last  12  months  has 
netted  $166  million  on  sales  of  $760  mil- 
lion. That  sales  figure  is  just  over  our  cut- 
off point. 

This  owner,  operator  and  promoter 
of  auto  raceways  has  hitched  its  bumper 
to  a  phenom — the  National  Association 
for  Stock  Car  Auto  Racing.  The  France 
family,  which  owns  Nascar,  is  also  the 
largest  shareholder  of  ISC  and  controls 
the  voting  rights.  Nascar  provided  87% 
of  ISC  s  revenue  last  year.  With  1 1  tracks 
in  places  like  Daytona,  Fla.,  Talladega, 
Ala.  and  L.A.,  ISC  is  trying  to  branch  out 
to  New  York  City  and  the  state  of  Wash- 
ington. Last  year  the  company  spent 
$110  million  to  buy  677  acres  along  the^ 
western  shore  of  Staten  Island.  The 
checkered  flag  is  currently  tied  up  in  red 
tape:  If  ISC  gets  through  the  hoops  of 
impact  hearings  on  traffic  and  the  envi- 
ronment, it  could  break  ground  in  late 
2008  and  open  by  201 1.  In  Washington 
the  company  plans  to  partner  with  three 
counties  and  the  state  to  build  a  race- 
track 25  miles  southeast  of  Seattle.  Of  the 
estimated  $345  million  in  total  project 


costs,  ISC  will  put  up  only  $166  million, 
counting  on  citizens  to  put  up  the  rest  by 
backing  government  bonds.  Given  the 
nationwide  mania  for  Nascar,  that  seems 
like  a  sure  bet. 

Supertex  has  always  been  a  bit  ahead 
of  its  time.  Selling  high-end  integrated  cir- 
cuits, amplifiers  and  switchers  to  telecom 
equipment  hubs  in  the 
late  1990s,  it  stumbled 
before  the  tech  implo- 
sion of  2000,  with  its 
profits  dropping  40%  in 
1998.  It  got  kicked  off 
our  list  the  next  year. 

Now  its  back,  at  No. 
125  on  our  list.  Over  the 
latest  12  months  net 
profits  at  Supertex  rose 
142%  to  $18  million; 
sales  are  up  52%  to  $89 
million.  Its  success  has 
been  a  matter  of  refocusing.  Today  40%  of 
'itsjjusiness  comes  from  selling  chips  to 
qttv^industrial  printers  and  backlight  the 
keypads  of  nifty  cell  phones  like 
Motorola's  Razr  and  LG's  Chocolate. 
Another  35%  of  sales  derive  from  high- 
voltage  integrated  circuits  that  go  into 
ultrasound  imaging  equipment  made  by 
General  Electric,  Philips  and  Siemens.  A 
third  line  of  business  is  high-voltage 
circuits  for  controlling  light-emitting 
diodes  (see  story,  p.  202),  which  illuminate 


the  screens  of  TV  sets.  Expect  a  big  boost 
in  business  starting  next  year:  Supertex  is 
working  with  Neo-Neon,  a  Chinese  firm 
that  is  supplying  lighting  for  the  2008 
summer  Olympics  in  Beijing. 

Then  there's  Parlux  Fragrances.  After 
two  years  on  our  list  (No.  104  last  year), 
the  maker  of  Paris  Hilton's  and  Perry  Ellis' 
lines  of  perfume  has  been 
dropped  because  of  legal 
challenges — and  not  on 
account  of  Paris'  latest 
scrape  with  Shanna 
Moakler.  As  a  result  of  its 
troubles,  its  stock  recendy 
traded  at  $5,  off  74%  from 
its  high  in  February. 
A  class  action  by  share- 
holders alleges  that  be- 
tween Feb.  8  and  Aug.  10 
the  company  and  its  chief 
executive  and  chief  finan 
rial  officer  made  false  and  misleading  state 
ments  about  this  year's  earnings  and  sales 
in  order  to  inflate  the  stock  price.  It  also 
charges  that  Parlux  failed  to  disclose  in 
creased  advertising  costs  and  lower  sales 
to  U.S.  department  stores.  During  that  pe 
riod  the  defehdaate^pld  385,618  shares, 
pocketing  $12.9  million.  Over  the  summer 
the  company  announced  delays  in  filing 
its  10-K  and  received  a  delisting  notice 
from  Nasdaq.  It  finally  filed  in  July. 

— Megha  Bahree 
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SPECIAL  ADVERTISING  SECTION 


Cardiovascular  disease,  or  CVD, 
kills  more  than  16  million  people 
worldwide  each  year  and  accounts 
for  30%  of  the  total  number  of 
deaths.  In  the  U.S.,  where  more 
than  61  million  people  live  with 
CVD,  one  American  dies  of  CVD  every  33  seconds  — 
and  more  than  half  of  those  who  die  suddenly  of  CVD 
had  no  previous  symptoms.  Heart  disease  and  stroke,  the 
main  components  of  cardiovascular  disease,  account  for 
nearly  40%  of  all  deaths  in  the  nation. 


Written  by  Jason  Forsythe 
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While  the  statistics  are  still  daunting, 
on  many  fronts  —  both  clinical  and 
behavioral  —  the  medical  community  is 
beginning  to  make  significant,  measur- 
able progress  in  the  fight  against  heart 
disease.  The  most  compelling  piece  of 
evidence  in  this  struggle  is  the  dramatic 
number  of  heart  attack  victims  who 
survive  their  experience  and  learn  how 
to  live  with  their  condition.  In  addition 
to  the  widespread  use  of  angioplasty 
and  the  placement  of  stints  to  open  up 
clogged  arteries  —  a  procedure  that 
has  become  the  standard  of  care  for 
heart  attack  victims  at  the  nation's  top 
medical  centers  —  new  drugs  to  treat 
high  blood  pressure  and  high  cholesterol 
levels  are  also  making  significant 
inroads  against  diseases  of  the  heart 
and  blood  vessels. 

"We  are  making  enormous  strides  in 
understanding  how  heart  disease 
develops,  in  preventing  it  from  becom- 
ing a  clinically  apparent  and  serious 
condition  and  then,  once  it  has  mani- 
fested itself  clinically,  in  limiting  the 
complications  that  may  occur,"  states 
Dr.  Jonathan  Steinberg,  chairman  of 
the  cardiology  department  at  St. 
Luke's  Roosevelt  Hospital  Center  in 
New  York  and  professor  of  medicine  at 
Columbia  University.  "In  five  or  ten 
years  from  now,  I  can't  say  we  will  wipe 
out  cardiovascular  disease,  but  I  think 
we  will  have  made  enormous  progress 
in  controlling  the  whole  spectrum  of 
its  devastating  effects." 


MOVING  FORWARD  VIA  MEDICAL 
AND  LIFESTYLE  INNOVATIONS 

New  techniques  in  treating  the  causi 
of  atrial  fibrillation  —  the  most  commo; 
and  often  fatal  heart  arrhythmia  tha 
affects  2.5  million  Americans  with  symj 
toms  of  weakness,  heart  palpitations 
shortness  of  breath  and  dizziness  || 
enable  cardiologists  to  bolster  th 
heart's  ability  to  pump  efficiently.  I 
place  of  medications  that  offer  only 
modicum  of  heart  rhythm  control,  cardia 
surgeons  are  now  using  invasiv 
catheter  techniques  that  can,  by  cautei 
izing  the  malfunctioning  tissue  in  th 
interior  of  the  heart,  eliminate  the  trigger 
of  atrial  fibrillation.  By  excising  th 
offending  electrical  circuit,  the  therap 
can  permanently  restore  a  more  stabl 
heart  rhythm. 

In  addition  to  new  medical  tecK 
niques  and  drug  therapies,  health 
lifestyle  campaigns  sponsored  b 
employers  and  by  health  insurers  hav 
been  effective  in  addressing  the  issue 
of  obesity,  smoking  and  poor  nutritiot 
—  all  contributing  factors  to  heart  an 
blood  vessel  complications.  'The  moi 
important  thing  we  can  do  to  treat  CV1 
is  to  treat  the  known  risk  factors  fo 
coronary  artery  disease,"  says  D 
Steinberg.  'To  start,  that  means  doin 
even  more  about  eliminating  smokinj 
We  need  to  be  very  prudent  and  carefi 
about  our  dietary  intake  of  harmfi 
foods,  particularly  saturated  fats  an 
foods  high  in  cholesterol.  Having 


"We  are  making  enormous  strides  in  understanding  how 
heart  disease  develops,  in  preventing  it  from  becoming  a 
clinically  apparent  and  serious  condition  and  then,  once  it 
has  manifested  itself  clinically,  in  limiting  the  complications  th; 
may  occur." 

—  Dr.  Jonathan  Steinberg,  Chairman  of  the  Cardiology  Department 
St.  Luke's  Roosevelt  Hospital  Center  in  New  York  ai 
Professor  of  Medicine  at  Columbia  Universi 


California  almonds 

ALL  IT  TAKES  IS  A  HANDFUL  A  DAY  TO  BE 

SNACK  AHEART 
SAVVY  ^JSMART 

With  California  Almonds,  better  snacking  easily  goes  wherever  you  go. 
Crunchy  and  delicious,  high  in  vitamin  E  and  low  in  saturated  fat,  almonds  aren't  just  good,  they're  good  for  you. 
Because  not  only  are  they  cholesterol-free,  but  research  shows  that  eating  about  an  ounce  of  almonds  a  day 
in  piace  of  foods  higher  in  saturated  fat  can  lower  cholesterol.  So  get  on  the  road  to  healthier  snacking, 
a  make  sure  California  Almonds  are  in. 
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healthy  lifestyle,  like  exercising  regularly,  is  important;  and 
if  you  are  a  diabetic,  controlling  your  sugars  is  necessary  for 
heart  health.  If  you  are  a  hypertensive,  getting  your  blood 
pressure  under  control  is  something  that  needs  to  be  moni- 
tored closely.  If  you  are  overweight,  losing  weight  and  get- 
ting as  close  as  possible  to  your  ideal  body  weight  is  critical." 
According  to  the  Boomer  Coalition,  an  organization  dedi- 
cated to  raising  awareness  about  CVD,  smoking 


manager,  who  reports  abnormalities  to  presiding  physicians 
The  course  of  action  may  be  as  simple  as  prescribing  a  diureti 
to  regulate  fluid  retention,  or  prescribing  a  blood  pressur 
medication  or  beta-blocker  to  slow  the  heart  rate. 

After  one  year,  the  program  reported  a  30%  increase  i 
congestive  heart  failure  patients  who  weigh  themselve 
daily,  and  a  10%  decrease  in  average  symptom  severity. 

Because  of  the  health  awareness  campaign,  46%  of  partic 


"Identifying,  monitoring  and  educating  high-risk  individuals  is  prevention  on  several 
different  levels  at  once.  We  are  identifying  the  risks,  and  then  assisting  patients  to 
determine  what  they  can  do  about  them.  For  those  who  say  'Yes,  I  am  ready  to  make 
the  changes  I  need  to  improve  my  health/  we  tell  them  what  it  is  going  to  take,  and  we 
offer  them  the  options  about  how  to  get  there.  Fortunately,  we  are  getting  results." 

—  Dr.  Robert  T.  Harris,  Senior  Vice  President  and  Chief  Medical 
Officer  of  Blue  Cross  and  Blue  Shield  of  North  Carolina 


alone  is  responsible  for  21%  of  deaths  from  heart  disease  and 
18%  of  deaths  from  stroke. 

THE  IMPORTANCE  OF  BEING  PROACTIVE 

Several  recent  studies  point  to  lifestyle  changes  that  could 
help  manage  or  even  prevent  the  onset  of  heart  disease.  A 
study  of  40,000  green  tea  drinkers  in  northeastern  Japan 
published  in  the  Journal  of  the  American  Medical  Association 
in  September  revealed  that  women  who  drank  three  to  five 
cups  a  day  had  a  31%  lower  risk  of  death  from  heart  disease. 
For  men,  the  risk  was  reduced  by  22%. 

Yet  another  study,  published  in  the  New  England  Journal 
of  Medicine  in  December,  suggests  that  lowering  blood 
sugar  levels  can  cut  the  risk  of  heart  attack  and  stroke  by 
nearly  half.  That  is  good  news  for  people  with  diabetes, 
whose  risk  of  dying  from  a  heart  attack  or  stroke  is  two  to 
four  times  as  great  as  that  of  someone  who  has  already 
survived  a  heart  attack. 

Convincing  at-risk  heart  patients  to  be  more  proactive 
about  their  health  is  one  of  the  goals  of  Healthy  Lifestyle 
Choices,  a  groundbreaking  health  management  program 
sponsored  by  Blue  Cross  and  Blue  Shield  of  North 
Carolina,  which  serves  approximately  3.4  million 
members.  Participants  in  the  program  who  are  living 
with  heart  disease  are  given  a  specially  equipped 
scale  to  weigh  themselves  every  morning.  The 
results  are  transmitted  electronically  to  a  case 


pants  in  the  program  lost  weight  —  an  average  of  nin 
pounds  per  member.  Some  32%  increased  their  intake  of  fru 
and  vegetables,  and  76%  of  participants  with  high  blood  pressui 
lowered  their  hypertension  level. 

Blue  Cross  and  Blue  Shield  now  covers  obesity  as  a  diagno 
able  illness,  and  pays  physicians  to  have  weight  managemei 
visits  with  their  patients.  It  also  covers  six  nutritionist  visits 
year  and  pays  the  costs  of  several  weight-loss  medications. 
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Some  consumers  aren't  able  to 
read  basic  health  information.  This 
compromises  the  quality  of  healthcare 
and  adds  billions  to  America's  annual 
healthcare  costs. 

Blue  Cross  and  Blue  Shield  Companies 
launched  a  mentoring  program  that 
uses  health-related  children's  books 
to  raise  health  awareness. 

By  educating  tomorrow's  health 
consumers  today,  we  make  it 
easier  for  them  to  navigate 
the  increasing  complexity  of 
healthcare  and  play  a  more 
active  role  in  their  own  health. 

Our  partners  at  Harvard  Medical 
School's  Department  of  Health  Care 
Policy  selected  this  program  as  an 
innovative  way  to  help  save  lives 
while  working  to  keep  quality 
healthcare  affordable. 

To  learn  more  about  this  and  other 
BlueWorks  programs,  go  to 
www.  bcbs .  com/bl  ueworks 


BlueCross  BlueShield 
Association 

An  Association  of  Independent 
Blue  Cross  and  Blue  Shield  Plans 


Bright,  Very  Brigh 

Tiny  Daktronics  has  made  it  big  in  sports  scoreboards. 

Now  it's  turning  to  outdoor  advertising  By  Kurt  Badenhausen 


202      FORBES      OCTOBER  30,  2006 


jis  the  largest  high-definition  video  dis- 
play in  the  world,  delivering  crisp  instant 
replays  and  ad  messages  plus  game  tim- 
ing, player  stats  and,  of  course,  animation 
to  whip  the  home  crowd  into  a  frenzy. 
For  the  University  of  Texas  at  Austin,  it's 
the  crown  on  a  $164  million  face-lift  to 
its  football  stadium.  For  Daktronics  of 
Brookings,  S.D.,  it  meant  $6  million  of 


The  "Godzillatron":  Morgan  and  Daktronics' 
new  scoreboard  at  the  University  of  Texas. 

revenue  and  one  of  the  most  challenging 
assignments  in  its  38  years.  The  usual  lag 
time  between  signed  contract — in  this 
case,  May  8— and  game  time  is  12  months. 
Daktronics  had  to  be  good  to  go  in  4: 
Opening  day  for  the  national  champion 
Longhorns  was  Sept.  2.  "You  have  to  see  it 
to  appreciate  it,"  says  Chief  Executive 
James  Morgan,  59.  An  understatement. 

Daktronics  leaned  on  Nichia  Corp., 
its  Japanese  supplier,  for  a  rush  order  of 
5  million  light-emitting  diodes.  Project 
manager  Jody  Kress  supervised  the 
assembly  of  36  giant  pieces  that  were 
loaded  onto  flatbeds  for  the  trip  from 
South  Dakota  to  Texas.  Over  eight  days 
in  August  a  construction  crew  in  Austin 
snapped  the  parts  together,  Lego-style, 
and  mounted  them  onto  an  aluminum 
frame;  electricians  worked  an  additional 
two  weeks  to  hook  power  up  to  each  sec- 
tion. It  took  two  days  to  get  the  bugs  out, 
but  the  scoreboard  was  ready  on  time. 
The  Longhorns  won  their  opener,  56-7. 

Over  the  most  recent  12  months  Dak- 
tronics has  netted  $21  million  on  revenue 
of  $329  million.  It  has  a  third  of  the  world- 
wide market  for  LED  video  displays.  But  a 
much  bigger  market  beckons,  one  that 
Daktronics  has  scarcely  begun  to  exploit: 
LED  billboards. 

Founded  with  $200,000  in  1968  by 
two  South  Dakota  State  University  engi- 
neering profs,  Duane  Sander  and  Aelred 
Kurtenbach,  Daktronics  had  ambitions  of 
developing  biomedical  instrumentation 
but  settled  on  electronic  voting  systems. 
For  R&D,  design  and  sales,  the  company 
drew  on  SDSU  students,  a  practice  it  con- 
tinues today.  Its  third  hire  was  Jim  Mor- 
gan, who  graduated  from  the  university 
with  an  engineering  degree  in  1970.  "We 
were  rich  in  children,  poor  in  dollars," 
recalls  Kurtenbach,  who  remains  chair- 
man today.  (Sander  once  served  on  the 
board  of  directors  but  kept  his  day  job 
until  he  retired  in  1999.) 

Serendipity  pushed  the  company  into 
scoreboards.  Kurtenbach  was  friends  with 
the  university's  wrestling  coach,  who  com- 
plained he  was  forced  to  make  do  with  a 
basketball  scoreboard.  So  Kurtenbach 
designed  a  three-sided  electronic  pyra- 
mid. Visiting  teams  noticed,  and  by  1971 


colleges  across  the  country  were  putting  in 
orders  for  the  "Matside"  scoreboard.  They 
used  incandescent  lamps  to  display  stats, 
the  same  technology  Daktronics  relied  on 
for  the  next  25  years,  through  an  exclusive 
contract  to  provide  the  scoreboards  for 
the  1980  Winter  Olympics  in  Lake  Placid, 
N.Y.,  large  displays  for  Caesars  Palace  in 
Las  Vegas  and  an  electronic  voting  system 
for  the  U.N.  General  Assembly. 

By  the  early  1990s  Daktronics  had  a 
problem.  When  it  came  to  scoreboards  for 
sports  stadiums,  incandescent  bulbs  were 
no  match  for  cathode-ray  tubes  (CRTs)  used 
in  the  giant  video  displays— remember  the 
Jumbotron  and  Diamond  Vision? — pio- 
neered by  Sony  and  Mitsubishi.  Daktronics 
still  sold  a  respectable  number  of  the  sys- 
tems, but  it  had  to  partner  with  the  giants 
from  Japan,  thereby  missing  out  on  50%  to 
75%  of  the  total  take. 

All  that  changed  a  decade  ago  when 
LEDs  began  to  displace  CRTs.  Light-emit- 
ting diodes— semiconductors  that  emit 
light  when  electricity  passes  through 
them — have  been  around  since  the  early 
1960s.  They're  more  energy-efficient  and 
longer  lasting  than  the  bulbs  Edison 
invented,  and  they're  a  lot  less  fragile. 
They're  also  brighter  than  cathode-ray 
displays,  thanks  to  improvements  in 
design  and  manufacture,  as  well  as  the 
introduction  of  blue  LEDs,  made  widely 
available  in  the  mid-1990s.  By  adapting 
the  technology  to  1  -by- 1  -foot  modules — 
each  containing  16  rows  and  columns  of 
red,  blue  and  green  pixels — that  could  be 
loaded  on  to  circuit  boards,  Daktronics 
could  finally  compete  in  the  same  ballpark 
as  Sony  and  Mitsubishi,  offering  a  video- 
ready  scoreboard. 

Immediately,  sales  picked  up,  with  the 
first  3  installations  at  college  stadiums  in 
1997,  which  rose  to  16  in  1998  and  42  in 
1999.  Daktronics  went  on  to  make  dis- 
plays for  dozens  of  stadiums,  including 
those  for  the  Dodgers,  the  San  Francisco 
Giants,  the  Red  Sox  and  the  New  England 
Patriots,  as  well  as  for  the  venues  that 
hosted  the  Olympics  and  the  World  Cup. 
"It's  fun  to  be  involved  in  the  Olympics, 
but  they  come  only  every  two  years,  so  it's 
not  something  you  build  your  business 
around,"  says  Morgan. 

Opportunities  in  pro  sports  have 
cooled  a  bit.  Of  the  122  baseball,  football, 
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basketball  and  hockey  teams,  8 1  are  play- 
ing in  new  buildings  that  have  opened  in 
the  last  15  years.  Daktronics'  sales  to 
sports  venues  jumped  20%  in  2005  but 
barely  budged  in  2004.  There's  still  room 
to  serve  the  nation's  colleges  and  high 
schools.  With  the  exception  of  score- 
boards for  large  universities,  such  projects 
are  rarely  subject  to  open  bidding  and 
thus  tend  to  be  more  profitable,  offering  a 
40%  gross  margin,  against  a  typical  30% 
for  pro-team  jobs.  Daktronics  taps  into 
the  secondary-education  market  largely 
through  40  offices  around  the 
country,  and  invites  some 
prospects  to  go  pheasant 
hunting  each  fall  in  South 
Dakota.  Nothing  is  simple, 
however.  Since  it  has  become 
politically  incorrect  to  devote 
school  funding  to  stadium 
scoreboards,  Daktronics  often 
finds  companies  to  sponsor 
the  work,  in  exchange  for 
advertising  on  the  boards.  A 
football  scoreboard  for  the 
Mesquite  school  district  in 
Texas,  for  example,  drew  such 
backers  as  Edward  Jones, 
Gateway  Bank  and  Eastfield  College. 
Once  a  board  is  paid  off,  the  school  and 
Daktronics  split  the  ad  revenue. 

Easily  the  fastest-growing  segment  for 
Daktronics  lies  in  the  commercial  market, 
which  now  makes  up  35%  of  sales.  For 
years  the  company  has  been  making  signs 
that  help  light  up  Las  Vegas  and  Times 
Square.  Its  signs  for  Walgreens  and  CVS 
have  long  advertised  24-hour  service  or, 
say,  $5  off  Pampers. 

Since  2001  Lamar  Advertising,  the 
third-largest  billboard  operator  in  the 
U.S.,  has  been  a  big  customer  of  Daktron- 
ics' digital  signs.  Like  scoreboards,  they 
also  rely  on  modules,  consisting  of  rows 
of  LEDs  illuminated  at  a  lower  voltage 
than  most  scoreboards  and  controlled 
over  a  secured  Internet  connection.  Why 
not  turn  to  Mitsubishi,  which  also  makes 
digital  billboards?  "We  felt  strongly 
about  dealing  with  an  American  fabri- 
cator," says  William  Ripp,  director  of 
Lamar  Digital.  "The  first  board  really 


popped;  you  noticed  it  from  a  long  way 
off."  Mounted  near  Lamar's  headquarters 
in  Baton  Rouge,  La.,  the  sign  featured 
rotating  ads  for  Coca-Cola,  Budweiser 
and  several  smaller  businesses.  After 
that,  billboards  went  up  in  Cincinnati, 
Pittsburgh  and  Kansas  City,  where  the 
first  ads  solicited  leads  in  the  murder 
case  of  19-year-old  Ali  Kemp.  A  call  to 
the  billboard's  tip  line  led  to  the  killer's 
arrest.  Billboard  market  leader  Clear 
Channel  has  been  slower  to  enter  the 
electronic  market  but  has  also  enlisted 


Hit  'em  everywhere:  Daktronics'  signs  in  Times  Square  and  Las  Vegas 


Daktronics  for  several  test  programs,  in 
Cleveland  and  Albuquerque. 

Competition?  Absolutely,  and  not  just 
from  Mitsubishi  (Sony  exited  the  LED- 
display  business  in  the  U.S.  a  couple  of 
years  ago).  Among  them:  outfits  like  pri- 
vately owned  Young  Electric  Sign  Co.  (the 
oldest  and  largest  producer  of  electric 
signs  in  Las  Vegas)  of  Salt  Lake  City,  Utah 
and  Magink  Display  Technologies  of 
Mevasseret  Zion,  Israel,  whose  boards 
made  a  splash  at  this  year's  Cannes  Film 
Festival.  Its  so-called  digital  ink  relies  on 
cholestoric  molecules  (the  same  stuff  that 
clogs  arteries)  that  can  be  spread  over  dif- 
ferent lengths,  thereby  reflecting  differ- 
ent colors  from  ambient  light  during  the 
day  and  spotlights  at  night.  Analysts  say 
the  technology  works  best  with  smaller 
billboards  (10-by-20  feet);  Magink  dis- 
putes this.  One  drawback  is  a  discernible 
mosaic  effect,  similar  to  a  tile 
wall.  Nevertheless,  Clear  Chan-  -r-The 
nel  is  running  a  test  in  London;  SiS 


Lamar  is  also  considering  Magink  for 
future  boards. 

One  more  hurdle:  communities  with 
an  aversion  to  bright  lights.  Five  states, 
including  Texas,  won't  permit  digital 
billboards.  Daktronics  lets  others  pick 
these  fights.  When  officials  in  Toledo, 
Ohio  refused  to  convert  seven  bill- 
boards from  spotlight-illuminated  to 
digital,  Lamar  petitioned  the  city  and 
eventually  won. 

Still,  the  biggest  threat  to  Daktronics  is 
its  running  out  of  homegrown  resources. 

One  of  only  four  public  com- 
panies in  South  Dakota  with 
more  than  $300  million  in 
sales,  Daktronics  has  always 
been  inseparable  from  Brook- 
ings (pop.  19,000)  and  the 
university.  Not  anymore.  Last 
month  it  opened  a  100,000- 
square-foot  plant  in  Sioux 
Falls,  S.D.  to  make  digital 
billboards.  Aside  from  tiny 
operations  in  China  (to  make 
gaming  electronics  for  Macau 
casinos)  and  Canada  (mainly 
scoreboards),  this  is  the  first 
big  manufacturing  expansion 
outside  of  Brookings.  And  just  in  time: 
Daktronics  has  spent  the  last  year  and  a 
half  running  at  full  capacity.  While  the 
company  hasn't  lost  any  business  yet, 
orders  are  piling  up.  In  the  latest  quarter, 
ending  July  29,  it  booked  $92  million  in 
revenue,  with  a  backlog  of  $123  million, 
up  from  $83  million  a  year  ago.  Says 
Lamar's  Ripp:  "It's  taken  us  longer  to  get 
what  we  wanted." 

That  shouldn't  be  a  problem  for  long. 
Last  year,  to  prepare  for  the  expansion, 
Datkronics  hired  600  new  employees,  a 
37%  jump  in  the  workforce.  Staffing  up 
hurt  earnings  for  the  fiscal  first  quarter; 
company  shares  tumbled  28%  in  a  single 
day.  Daktronics  has  since  righted  itself.  It 
hasn't  quite  let  go  of  Brookings:  55%  of 
its  staffers  are  current  SDSU  students  or 
alums.  But  it's  a  big  world  out  there.  And 
Daktronics  has  its  eye  on  it.  F 


Please  turn  the  page  for  a  special  gatefold  on  the 
Top  10  Small  Companies  in  America. 
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Are  you  working  with  old  systems? 

(Or  should  we  say,  working  around  them?) 


48. 


The  Right  Technology.  Right  Away.'" 

CDW.com  •  800.399.4CDW 


The  best  of  the  best. 

By  Jack  Gage 
with  Kurt  Badenhausen 
and  Maya  Roney 


triSystem 


How  does  losing  20  pounds  in  12  weeks 
sound?  That's  what  customers  report 
ed  on  average  last  year,  at  least 
according  to  the  company. 
(The  recidivism  rate  is  a 
well-kept  secret.)  Chief 
Executive  Michael 
Hagan  wasn't  as 
popular  when  he 
took  over  in 
2002  (see  story, 
p.  170)  and  shut- 
tered the  company's 
franchised  weight-loss 
centers.  But  the  radical  slim- 
down  has  boosted  company  sales  and 
profits.  Investors  got  on  board  and,  under 
Hagan,  the  stock  has  jumped  nearly  100-fold, 
any  way  it  can,  taking  orders  online,  by  phone  or  via  cable 
While  overweight  women — two-thirds  of  NutriSystem's 
II  the  big  draw,  Hagan  is  trying  to  pull  in  hard-to-reach 
aturing  retired  NFL  star  Dan  Marino  in  its  ads  and  commer- 
asizing  that  weight  loss  leads  to  a  better  sex  life. 


Mannatech     ti  Trends 

Coppell,  Tex.  is  known  for  its  tornadoes  antailer  was  founded  in  1946,  selling  mainly  women's  hosier 
multilevel  marketing  outfit,  which  converts  custorrnChief  Executive  R.  Edward  Anderson  decided  to  pump  somi 
nutritional  supplements  into  salespeople  who,  in  tus  by  focusing  on  urban  apparel  (fashion  lines  include  FUBU 
products  on  friends  and  neighbors.  Last  count:  526,ean  and  Phat  Farm)  and  home  decor,  sold  at  a  discount  to 
pendent  associates  and  members"  in  the  U.S.,  Cananericans,  who  now  make  up  70%  of  its  customers.  Citi 
Australia,  New  Zealand,  South  Korea,  Japan  and  Tair:  In  August,  when  gasoline  prices  were  still  high,  same-sto 
work  mostly  part-time  on  commission.  Mannatech  6.  Keep  an  eye  on  sell  orders:  Hampshire  Equity  Partners, 
pills  to  boost  metabolism,  as  well  as  protein  shake  ndirect  ownership  of  6.5  million  shares  (47%  of  Citi  Trends) 
skin  care  creams.  It  claims  to  have  20  patents  worldt  be  looking  to  cash  out. 


FORBES 
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ansen  Natural  tMed  Expre 


What  started  as  the 
Fresh  Juice  Co.  in  the  1930s  has 
burst  into  energy  drinks,  vitamin 
water  and  powdered  juice — a 
splashy  player  in  an  $18.7  billion 
industry  with  double-digit 
annual  growth.  So  sweet  is  the 
"alternative  beverage"  category 
that  Coca-Cola  and  PepsiCo  are 
stocking  grocery  shelves  with 
their  own  versions.  Outsourcing 
manufacturing  and  distribution 
keeps  Hansen  lean  and  lithe  in  a 
quirky  business.  It  has  increased 
marketing  outlays  55%  this  year 
to  get  its  brand  out  there  at 
extreme  sporting  events  and  via 
in-store  promotions.  A  looming 
challenge:  a  new  energy  drink 
called  Cocaine,  from  Redux 
Beverages,  a  caffeine-laced 
concoction  claiming  to  be  350% 
more  powerful  than  Red  Bull. 


8 


J2  Global 


v>  * 

best  friend  is  a  great  business.  It  is  estimated  that  $1  of 
pets  in  the  U.S.  goes  toward  drugs  or  some  sort  of  health 
billion  industry  servicing  160  million  cats  and  dogs.  Order 
er-the-counter  meds  for  your  pet  and  they're  shipped 
y's  50,000-square-foot  warehouse  in  Pompano  Beach,  Fla., 
hours.  Licensed  to  sell  prescriptions  in  50  states,  the 
be  the  largest  pet  pharmacy  in  America,  and  boasts 
r  beat  any  competitor's  best  price. 


Ceradyne 


For  most  of  its 


1 1  years  this  Los  Angeles 
company  has  offered  a 
handful  of  communica- 
tions services — voice-mail 
networks  and  Web-based 
conference  calls,  as  well  as 
e-mails,  document  trans- 
mission and  faxes — all 
from  a  single  phone  line. 
Customers  of  J2  Global 
Communications  include 
ndividuals,  small  and 
midsize  companies  and 
governments  in  28 
countries. 


TRAVEL  ZOO.  SIEDE  PREIS  /  GETTY  IMAGES 

ITI  TRENDS:  MARK  ANDERSON  FOR  FORBES 

ANSEN  NATURAL:  MARIANNA  DAY  MASSEY  /  ZUMA  PRESS 
>ETMED  EXPRESS.  J. M  LABATT  /  ALAMY 
12  GLOBAL:  STEVE  BLOOM  /  GETTY  IMAGES 


Another  record  year  for  mili- 
tary spending,  another  year 
of  record  profits  for  this 
maker  of  ceramic  body  armor. 
Still,  Ceradyne  is  trying  to 
move  away  from  the 
Pentagon  by  bulking  up  its 
dentistry  supplies  business. 
One  way:  a  partnership  with 
3M  Unitek  to  develop  what 
it  calls  "the  next  generation 
of  translucent  ceramic 
orthodontic  brackets."  The 
company  now  derives  20% 
of  its  sales  from  nondefense 
products,  including  jet  engine 
igniters,  obscure  parts  that 
go  inside  diesel  engines  and 
fuel  pumps— and  even  ball 
bearings. 
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NutriSystem 

direct-channel  marketer  of  weight-management  programs 

Hansen  Natural  (3) 

distributes  soft  drinks  &  juices 


optionsXpress  Holdings 

provides  online  brokerage  services 

PetMed  Express 

delivers  pet  medication  &  health  products 

Mannatech 

develops  nutritional  supplements  &  weight-management  products 

Travelzoo  (2) 

operates  Internet  travel  search  engine 

Citi  Trends 

retails  urban  apparel  &  accessories 


j2  Global  Communications 

provides  communications  services  to  individuals  &  businesses 


Middleby  (3) 

manufactures  kitchen  appliances 

Ceradyne  (4) 

develops  industrial  ceramic  products 


AngioDynamics 

develops  treatment  for  peripheral  vascular  disease 


Usana  Health  Sciences  (3) 

manufactures  &  markets  skin-care  &  nutritional  products 


Radiation  Therapy  Services 

provides  radiation  therapy  services  to  cancer  patients 

Reliv  International  (2) 

develops  &  markets  nutritional  products 
GFI 

provides  brokerage  services  &  products  to  institutions 


TradeStation 

provides  brokerage  services  &  products  to  institutions 

Providence  Service 

provides  government-sponsored  social  services 

Blue  Nile 

engages  in  online  retailing  of  diamonds,  jewelry  &  watches 


Avatar  Holdings 

develops  real  estate  in  Florida  &  Arizona 


Berry  Petroleum  (3) 

explores  for  oil  &  gas 

LifeCell 

develops  human-tissue-based  products  for  reconstructive  use 

Comtech  Telecommunications  (3) 

develops  advanced  communications  solutions 


ASV 

designs  &  manufactures  track-driven  all-season  vehicles 

Websense  (2) 

provides  efficiency-auditing  software  for  computer  systems 
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Latest  Latest 
12  months   12  months  2007 
(Smil)        (Smil)  ($)  estimate 


414      56       62.29  22 


— h 


479  88 
147  64 
145  13 


32.48 


20 


27.88  18 


10.44 


405  33 
62  12 
335  19 


17.72 


14 


12 


28.82  25 
34.51  20 


157      55       27.17  19 


359      36       77.06  14 


507 


78 


84  41.09 


20.71  28 


10 


353      40       44.59  17 


257 


29 


29.23  18 


109       8        8.99  18 


634      53       55.29  19 


113 


27 


15.07 


20 


167  11  27.59  19 
223      13       36.35  40 


639      85       59.06  NA 


464  122 
119  16 


392 


28.16  9 
32.22  38 


45 


33.48  17 


272  31 
165  38 


14.91  11 


21.61 


20 


erage.    Recent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  226. 


DIRECTIONAL  INDICATORS  We  have  inserted  arrows  to  the  immediate  right  of  some  numbers.  If  an  up  arrow  appears  next  to  a  company's  five-year  average  ROE,  for  exam 
means  that  over  the  latest  four  quarters  its  return  on  equity  was  more  than  10  percentage  points  higher  than  its  five-year  average.  A  down  arrow  means  the  opposite.  The  ; 
are  intended  to  make  it  easier  for  you  to  flag  companies  with  significant  differences  between  their  long-term  and  short-term  results. 


For  more  information,  go  to  www.forbes.com/200be  Mhi 
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CO 


Abaxis 

makes  portable  blood-analysis  systems 


Quality  Systems  (6) 

develops  health  care  information  products 

Jos  A  Bank  Clothiers  (2) 

designs  &  retails  men's  apparel 

Medifast 

makes  weight-management  products 


Multi-Fineline  Electronix 

designs  &  manufactures  flexible  printed  circuit  boards 

Panera  Bread  (4) 

operates  bakery-cafe  chain  throughout  the  country 


Sterling  Construction 

constructs  transportation  &  water  infrastructure 


Kanbay  International 

provides  IT  services  to  financial  services  industry 

Dolby  Laboratories 

develops  products  &  technologies  for  the  entertainment  industry 


United  Industrial  (3) 

develops  aerospace  &  military  systems 


Micronetics 

makes  microwave-  &  radio-frequency  components 


Cytyc  (4) 

develops  tests  for  cervical  &  breast  cancer  screenings 


Diodes  (3) 

manufactures  &  distributes  semiconductors 


Texas  Roadhouse 

operates  casual-dining  restaurant  chain 


Optelecom-NKF 

provides  integrated  multimedia  products  for  communication 


TALX  (5) 

supplies  automated  employment  &  income  verification 


Dynamic  Materials 

provides  explosive  metalworking  &  welding  services 


American  Vanguard  (4) 

manufactures  specialty  chemicals  for  agriculture 

Quicksilver  Resources 

explores  for  &  produces  oil  &  gas 

Blackbaud 

provides  software  to  nonprofit  organizations 

W&T  Offshore 

explores  for  oil  &  gas  in  Gulf  of  Mexico 


PRA  International 

provides  pharmaceutical  &  biotechnology  product  development  services 

LoJack  (2) 
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75 


23.39  32 


60 
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25.37  16 


58.25      24  1,83 


239  14 


20.06  14 


300      33       20.56      20  82 


368      81       19.85      26  2,12 


577  39 


53.50  15 


560  126 


7.79  NA 


24.48  19 


272      39       43.17  20 
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1,1 


528      30     j  12.28      23  9C 
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227  31 


24.52  18 


96      16       32.42  19 


199  19 


14.00  16 


371     110    \  31.90      19  2,46; 

96 


173  27 

 I  


629    198  29.21 


21.99  26 


1,93 


385      31       44.60      29  1,54 


258      29       47.32  17 


316      30       26.69  20 


61 


206      19       19.59      16  3E 


For  more  information,  go  to  www.forbes.com/200bi 
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WE  HELP  YOU  PUT  THE  PEDAL  TO  THE  METAL.  Outsourcing  production  maintenance  with 
Advanced  Technology  Services  (ATS)  can  increase  your  asset  performance,  fast.  In  fact,  we  have 
improved  the  productivity  of  some  of  the  world's  most  respected  companies  by  up  to  30  percent. 
And  in  a  recent  survey  of  101  manufacturing  executives,  the  majority  agreed  that  outsourcing 
production  maintenance  offered  the  highest  productivity  gains  compared  to  any  outsourced  factory 
services.  Let  us  help  you  drive  more  productivity  out  of  your  manufacturing  assets.  Call  877.662.401 1 
for  a  free  assessment  today. 


ATS 


Advanced  Technology  Services,  Inc. 

We  Make  Factories  Run  Better. 
www.advancedtech.com 


See  how  ATS  can  help  you  increase  your 
asset  performance.  Download  The  Guide 
To  Increased  Asset  Performance  Through 
Outsourcing  Production  Maintenance. 

www.advancedtech.com/theguide 
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Encore  Acquisition  (2) 

explores  &  produces  natural  gas  &  oil  reserves 

Corporate  Executive  Board  (5) 

provides  corporate  consulting  &  educational  services 
OMI  (2) 

ships  oil  &  petroleum  products 

Vital  Images 

makes  medical  visualization  &  analysis  software 

MTC  Technologies  (3) 

provides  IT,  engineering  &  management  services  to  U.S.  defense  agencies 

Amedisys  (3) 

provides  home  health  care  services 


Streamline  Health  Solutions 

provides  electronic  medical  database  management  to  health  care  industry 

Strayer  Education  (9) 

owns  &  operates  universities 

K-Swiss  (5) 

designs  &  markets  athletic  footwear  &  apparel 

Daktronics 

makes  electronic  scoreboards  &  display  screens 

Chattem 

manufactures  &  markets  over-the-counter  health  care  products 


Range  Resources 

explores  for  oil  &  gas 

Computer  Programs  &  Systems  (2) 

designs  &  supports  IT  systems  for  hospitals 

Ambassadors  (2) 

organizes  &  promotes  international  educational  travel 


ITT  Educational  Services  (2) 

provides  postsecondary  degree  programs 


FactSet  Research  Systems  (10) 

supplies  computer-based  financial  &  economic  data 

Resources  Connection  (5) 

provides  accounting  &  human  resources  services 


Natural  Gas  Services  (2) 

provides  eguipment  to  oil  &  gas  industry 

Raven  Industries 

manufactures  various  electronic  &  industrial  products 


Denbury  Resources 

explores  for  oil  &  natural  gas 

FormFactor 

manufactures  semiconductor  wafer  probe  cards 

Swift  Energy 

explores  for  oil  &  natural  gas 


Schawk  (3) 

offers  digital  imaging  &  database  management  services 

Charles  &  Colvard 

makes  &  sells  moissanite  jewels 

Credo  Petroleum 

explores  for  oil  &  natural  gas 
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Latest  Latest 
12  months   12  months 
(Smil)        ($mil)  (S) 


2007 

estimate  (Smil) 
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i  five-year  average.   Jtecent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  226. 


For  more  information,  go  to  www.forbes.com/200bl 
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I  save  my  company  hard-earned  dollars  by  managing  expenses. 
I  save  more  by  enforcing  the  use  of  preferred  vendors. 
I  save  time  by  consolidating  payments  on  the  Card. 

I  save  in  ways  I  never  expected. 


Save  in  more  ways  and  take  greater  control  of  company  spending. 
The  American  Express"  Corporate  Card.  Expense  management  solutions  for  mid-size  companies. 

CALL  877-AXP-2892  OR  VISIT  CORRAMERICANEXPRESS.COM/MIDSIZE 


SBEEST  E  CtKLlSLE 
EE&FCCT  lttt 


©2005  American  Express  Company.  Terms,  conditions  and  restrictions  apply. 


RANK  COMPANY  (consecutive  years  on  list) 
'06      '05  business 


RETURN 

ON 
EQUITY 

5-year 
average 

% 


GROWTH 


SALES 

5-year 
average 

% 


EPS 

5-year 
average 

% 


SALES 


NET  RECENT 
INCOME  PRICE 


Latest  Latest 
12  months  12  months 
($mil)  (Jmil) 


($) 


P/E 


2007 
estimate 


MAR 

VALI 


(Sm 


Lamson  &  Sessions 

manufactures  thermoplastic  products 


Cantel  Medical  (7) 

makes  diagnostic  &  therapeutic  medical  equipment 

Hibbett  Sporting  Goods  (4) 

operates  sporting  goods  stores 

CRA  International  (5) 

provides  economic  &  financial  consulting  services 

Advisory  Board  (3) 

provides  business  strategies  to  health  care  industry 

Edge  Petroleum 

explores  for  &  produces  oil  &  gas 

Amrep 

engages  in  real  estate  development  in  New  Mexico 


Ansoft 

designs  electronic  design-automation  software 

FLIR  Systems  (3) 

produces  thermal  imaging  systems  to  enhance  night  vision 


IKS 


inVentiv  Health 

provides  value-added  services  to  drug  industry 

Pioneer  Drilling 

provides  drilling  services  to  oil  &  gas  companies 

ResMed  (10) 

produces  medical  equipment  to  treat  breathing  disorders 

Sun  Hydraulics  (2) 

manufactures  hydraulic  valves  for  fluid  power  systems 


FTI  Consulting 

provides  consulting  &  technology  services  to  corporations 

GeoResources 

explores  for  oil  &  natural  gas 


Knight  Transportation  (12) 

provides  short-  to  medium-haul  truckload  carrier  services 

Cascade 

makes  load-engagement  devices  for  lift  trucks 

GMX  Resources 

explores  for  oil  &  gas 

Ennis  (5) 

supplies  private-label  printed  business  products 

Gen-Probe 

develops  &  manufactures  diagnostic  products  for  human  diseases 

Bentley  Pharmaceuticals  (2) 

develops,  licenses  &  sells  generic  &  branded  pharmaceuticals 

Yankee  Candle  (5) 

makes  &  sells  scented  candles 


14A 


16 


7A 


32Y 


49 


2U 


569  43  23.82  10  3 
239      17       13.89      17  2 


19        13  24 


12  22a 


44Y 


15 


21A 


463      34       26.18  20 


323      27       47.66  18 


8 


26Y 


171  25 


50.52 


24 


11        33a  18a 


137      34       16.47      12  21 


11 


11A 


13 


43 


146      22       48.87  NA 


30 


76 


19Y  23 


80  19  24.91  27  5 
525      86       27.16      19  1,81 


9a  12a 


63Y 


601      55       32.03  19 


7A      33A  23A 


Monarch  Casino  &  Resort  (2) 

operates  Atlantis  casino  resort  in  Nevada 
RC2  (4) 

makes  licensed  collectibles  &  toys 


18 


24 


11A 


14 


11A 


16 


12A 


35 


15 


16 


16a 


65Y 


318      62       12.84       6  6 

607      88       40.25      21  3,0 

 — | 

128      14       20.51      12  2 


20 


628      54       25.06  15 


9! 


117Y 


24 


538 


68 


5.63 


NA 


12 


12 


53Y 


16.95      17  1,4! 

 L____L__J 

458      42       45.65      13  5: 


26a 


28 


26 


31.39 


17 


15 


194  11a 


12 


43a 


24 


15 


19 


28 


10 


20 


64Y 


559  42  21.65  12  5! 
336      61       46.89      33  2,4; 


44a 


98 


10 


12.00 


19 


17Y 

35 


624      76       29.27      14  1,1 


142      22       19.39  14 


20a 


2 
1< 

3f 
7( 


Whiting  Petroleum  (2) 

explores  for  oil  &  gas 


17 


31A  12 


515      52       33.54  11 
709    150       40.10      10  1,4c 


t  trend  up  versus  five-year  average.  .  Recent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  226 


For  more  information,  go  to  www.forbes.com/200W 
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If  we  managed  their  contract  workers,  Rome 
might  have  been  built  in  a  day. 


{tact  Lisa  Quattrini,  Executive  Vice  President,  at  1-888-828-2750. 
Axium  International  Company/Certified  MBE.  ensemblemsp.com 


Workforce  Solutions. 


- 


COMPANY  (consecutive  years  on  list) 
business 


RETURN 

ON 
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% 
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SALES 

5-year 
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% 


EPS 

5-year 
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% 
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NET  RECENT 
INCOME  PRICE 


P/E 


MARKE 
VALUE 


Latest  Latest 
12  months   12  months 
(Smil)  (Smil) 


($) 


2007 
estimate 


(Smil) 


Matthews  International  (7) 

makes  bronze  memorial  products 
LKQ  (2) 

makes  replacement  parts  for  automobiles 


Meridian  Bioscience  (4) 

markets  diagnostic  test  kits  &  specialty  biological  products 


-« 


Conn's  (2) 

sells  brand-name  consumer  appliances 

Sonic  (13) 

owns  &  franchises  drive-in  restaurants 


Hydril  (2) 

manufactures  products  for  petroleum  drilling  &  production 
RPC 

provides  equipment  &  services  to  oil  &  gas  companies 

Techne  (7) 

develops  hematology  controls  &  biotechnology  products 

McGrath  RentCorp 

sells  &  leases  modular  offices 


21 


13 


20 


21 


17 


15A 


20 


18 


109!  - 


110  103 


Intersections 

provides  identity-theft  protection  &  credit-management  services 


Bright  Horizons  Family  Solutions  (2) 

provides  workplace  child  care  &  education  centers 

Sciele  Pharma 

develops  &  markets  specialty  pharmaceutical  prescription  products 

Micros  Systems  (3) 

manufactures  enterprise-information  solutions 

Gymboree 

sells  apparel  &  accessories  for  women  &  children 


First  Cash  Financial  Services  (5) 

operates  pawnshops 


Ventana  Medical  Systems 

makes  tissue  &  slide  preparation  systems  used  in  drug  development 

Balchem  (2) 

makes  specialty  chemicals  &  products  for  food  industry 

Portec  Rail  Products 

manufactures  various  railroad  products 

CNS  (2) 

develops  &  markets  consumer  health  care  products 


19 


16 


13 


11 


15 


9 
20 


18  12 


17A  41 


10  23 
16  13 


14 


709  63 

665  39 

105  17 

673  42 


36.79      16  1,17^ 


21.97  22 


1,161 


23.51      28  61^ 


20.87  11 


495 


13 


9A  22a 


10a  21a 


24 


670  77 

462  89 

515  97 

203  73 


22.61  22  1,931 
56.06      12  1,31 


18.32       8  1,190 


50.86      21  2,00= 


11A  8A 


271      41       25.60  13 


63E 


24V  13 


177  14 


9.23  13 


155 


13 


23 


26A  20a 


662  40 
264  43 


13 


35V 


679  64 


18.84 


48.92 


13 


1,096 
663 


19  1,90 


49 


14 


22 


728      50       42.18      23  1,32 

63 


226      28  20.59 


16 


18 


75T 


218      26       40.83      34  1,40 


12a  14a 


94      12       19.79  17 


23C 


13 


18 


16A  36 


98 


8a  25 


Mikron  Infrared 

makes  instrumentation  for  infrared  noncontact  temperature  measurement 

Integra  LifeSciences  Holdings  (3) 

develops  medical  devices  for  surgery 

Forward  Air  (8) 

provides  surface  transportation  of  deferred  air  freight 

Genesee  &  Wyoming  (5) 

operates  short-line  &  regional  freight  railroads 

Heartland  Express  (5) 

provides  short-  to  medium-haul  truckload  carrier  services 

Rocky  Mountain  Chocolate  Factory 

makes  &  retails  gourmet  chocolate 


15 


13 


21 


12 


18 


14 


26 


17 


22 


12 
8 


15A 


34 


7a 


18 


13a 


6        9.60      12  9; 

  H 

118      17       28.23      19  393 
3       12.14     NA  6* 
38       37.48      21  1,06" 

 i   |» 

343  48  33.09  18  1,04; 
435    160       23.22  14 


14 


13 


Recent  trend  up  versus  five-year  average.    Recent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  226. 


For  more  information,  go  to  www.forbes.com/200ba 
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WHERE  WORK  MEETS  PLAY. 


Just  ask  our  five  home-grown  Fortune  500 
companies.  Like  Wal-Mart,  for  example.  They 
could  have  gone  anywhere  to  grow  and 
succeed.  But  they  chose  to  work,  and  live,  in 
Arkansas.  And  with  scenery  like  this,  who  could 
blame  them?  Come  see  what  Arkansas  has  to 
offer  you.  We  think  you'll  find  we're  the  perfect 
place  for  work  and  play. 


ARKANSAS 

A  natural  for  business 
1  -800-ARKANSAS.com 

FOR  PLAY: 

Arkansas 

THE  NATURAL  STATE 

ARKANSAS.com 


!■  I  mill  II  i  I  IB  MM 


COMPANY  (consecutive  years  on  list) 
business 
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ON 
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%  % 


CAil:c  NET  RECENT 
SALES     |NcOME  PRICE 
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12  months   12  months 
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2007 
estimate 


MARK 
VALU 


(Smil 


Supertax 

makes  semiconductor  components 

Core  Molding  Technologies 

produces  sheet  molding  and  fiberglass-reinforced  plastics 

Lifeway  Foods 

manufactures  health  food  products 

Stratasys  (4) 

makes  rapid  prototyping  devices  &  3-D  printers 

United  Surgical  Partners 

owns  &  operates  short-stay  surgical  centers 

Cherokee  (3) 

markets  apparel  &  footwear  brands 


Rofin-Sinar  Technologies 

manufactures  laser-based  products  for  industrial  material  processing 

Bolt  Technology 

makes  geophysical  and  seismic  equipment  for  marine  applications 

Badger  Meter  (2) 

manufactures  meters  to  measure  flow  of  liquids  &  gases 


7A  31a 


10A 


12 


89      18       38.87  21 


53 


31V 


13  14 


11 

6 


121V 


11 


8a 

15 


17 


15 


11 


13a 

9 


17 


27V 


140 

23 


250V 


31V 


92  10 

508  49 

44  18 

404  48 


6.90     NA  7 
6.85      30  11 
26.41  19 


24.83      17  1,1Q 


36.61  17 


32 


60.77      17  93 


20a 

30 


33  5 
228  14 


13.39  NA 


25.19  21 


35 


Adtran 

produces  digital  telecom  equipment 
WD-40 

manufactures  household  lubricants  &  cleaners 


Amcol  International  (3) 

processes  &  distributes  clays  to  industrial  &  consumer  markets 

PetroQuest  Energy 

explores  for  &  acquires  oil  &  gas  properties 

Copart  (7) 

auctions  salvaged  vehicles 


Idexx  Laboratories  (6) 

provides  products  &  services  to  veterinary  &  food  industries 

Lufkin  Industries  (2) 

supplies  oilfield,  power-transmission  &  trailer  products 

Marten  Transport  (2) 

provides  long-haul  truckload  service 


Cavco  Industries  (2) 

designs  &  produces  manufactured  homes 


Hi-Shear  Technology 

manufactures  pyrotechnic,  mechanical  &  electronic  prods  for  aerospace  industry 

Franklin  Electric  (5) 

makes  motors  for  submersible  fueling  systems 

Tandy  Leather  Factory 

distributes  leather  goods  through  retail  &  wholesale 


infoUSA 

provides  sales  leads  &  databases  to  businesses 


Medical  Action  Industries  (6) 

manufactures  disposable  surgical  products 

Progress  Software  (2) 

designs  software  for  business  development 

U.S.  Lime  &  Minerals  (2) 

manufactures  lime  and  limestone  products 


12 


42 


29  10 


521     102       23.84      18  1,75 

|  j  [  1 

288      32       35.67      19  60 


12  14 


12 


17A 


23 


573 


5a 


166 


41       24.91  14 


74 


30       10.43  12 


49 


15  12 


17a 


504    107       28.19      20  2,54 


16 


10 


11 


12A 


16V 


685      85       91.14      29  2,84 


15a 


550      59       52.92      10  78 


11        10a  20a 


12 


20 


19 


15 


6A 


34 


198      16       31.51  11 

 I   


22A 


11 


496      26       17.09      12  37 

20 

21  2  8.05  NA  s| 
507      53       53.14      17  1,211 


12a 


54 


6.34  11 


14 


43 


398      27        8.30  11 


45 


19 


13 


13 


12 


154      12       26.89  20 


28 


21A 


15  35V 

in,  j.i. i 


412  45  26.00  15  1,05 
100      11       30.70  NA 


For  more  information,  go  to  www.forbes.com/200M 


222      FORBES      OCTOBER  30,  2006 


Cail  for  a  prospectus,  which  includes  investment  objectives,  risks,  charges,  expenses,  and  other  information. 
Read  and  consider  it  carefully  before  investing.  Target  Retirement  Funds  are  subject  to  the  risks  associated 
with  their  underlying  funds.  Diversification  does  not  ensure  a  profit  or  protect  against  a  loss  in  a  declining  market. 


y2006  The  Vanguard  Group.  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor 


RANK  COMPANY  (consecutive  years  on  list) 
'06      '05  business 


RETURN 

ON 
EQUITY 

5 -year 
average 

% 


GROWTH 


SALES 

5-year 
average 

% 


EPS 
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% 


Neogen  (2) 

develops  food-safety  diagnostic  products 

Comstock  Resources 

explores  for  oil  &  natural  gas 

Speedway  Motorsports  (3) 

owns  tracks  used  by  Nascar  and  other  auto-racing  organizations 

Symbion 

owns  &  operates  a  network  of  surgery  centers 


Dril-Quip 

makes  oil  &  gas  drilling  equipment  for  deepwater  &  harsh  environments 

Twin  Disc 

manufactures  heavy-duty  off-highway  power-transmission  equipment 

Universal  Stainless  &  Alloy  Products 

manufactures  &  markets  specialty  steel  products 

Haemonetics  (3) 

designs  automated  systems  for  blood  collection 

Ezcorp 

operates  pawnshops 


12 


15 


13 


13 


12  13a 

13  7 


8 


13a 


20  14A 


11 


21 


8a 


Interactive  Data  (2) 

provides  financial  market  data  and  related  analytics 

Oakley 

manufactures  &  sells  eyewear 


Marlin  Business  Services 

provides  equipment-financing  solutions 

Cash  America  International  (3) 

operates  pawnshops  in  southwestern  U.S. 


NIM 

manufactures  precision  steel  ball  bearings  &  rollers 

Tetra  Technologies  (3) 

provides  treatment  services  for  oil  &  gas  industries 

Steven  Madden 

designs  &  sells  footwear 


Mobile  Mini  (2) 

provides  portable  storage  containers  &  office  units 


Monro  Muffler  Brake  (4) 

operates  automotive  repair  shops  specializing  in  mufflers  &  brakes 

Buckle  (2) 

retails  brand-name  casual  apparel 

Heico 

makes  replacement  parts  for  jet  engines 

Cass  Information  Systems 

provides  payment-  and  information-processing  services 

QLogic  (8) 

designs  semiconductor  input/output  devices 

Benihana 

operates  teppanyaki-style  Japanese  restaurants 

National  Instruments 

develops  scientific  instrumentation  software 


Jackson  Hewitt  Tax  Service 

prepares  individual  income  tax  returns 


13 


8 


15 
14 


13a 


43 


10A 


20 


6  57 


10 


84V 


4 


8A  23 


11 


13 


5a 


24 


12  23 


12A  8A 


9 


11        13A  11a 


12 


14 


14 


10 


10a 


5 


13 


11 

6a 


10 


13 
11 


10 


14 
4a 


11A 


12 


7A 


SALES 


NET  RECENT 
INCOME  PRICE 


Latest  Latest 
12  months  12  months 
(Smil)  ($mil) 


(S) 


P/E 


2007 
estimate 


MA( 

VAL 


($f1 


72       8       21.63  19 


299    101       27.15       9  1,1 


567  116  36.41  15  1,5 
290      20       18.36      16  3 


397      60  67.68 


14 


1.3 


243      14       32.64  NA 


178      15       22.50  8 


427 


68       46.80      19  1,2 


302      24       38.68  17 


565      90       19.95      20  1,8 


648  60 
54  18 


17.05      19  1,1 


20.90      1 1 


473      52       39.08  17 


1,1 


320      16       11.83  11 


629      66       24.16      11  1,7 


429      37       39.24      17  8 


233      33       28.41      19  ]M 


373 


22 


34.01  17  4 
37.94      14  7 


359      29       34.30  25 


83      13       33.11  NA 


515  115  18.90  19  3,0 
250      15       29.00     NA  2J 


616      65       27.34      26  2,1 


275      58       30.01      13  1,0 


end  down  versus  five-year  average  See  additional  footnotes  on  page  226. 


For  more  information,  go  to  www.forbes.com/200fal 


224      FORBES      OCTOBER  30,  2006 


'Successful  investing  means 
knowing  when  to  buy, 
when  to  sell, 
and  when  to  rent. 


Warren  Buffett  - 
Chairman,  Berkshire  Hathaway 
Owner,  CORT  Furniture  Rental 


ou  look  closely  at  your  office  furniture,  you'll  probably  notice,  among  other  things,  that  it  doesn't  appreciate, 
buying  isn't  always  the  best  idea.  In  fact,  renting  is  not  only  often  tax  deductible,  it  also  frees  up  cash  flow, 
ich  can  be  useful.  For  instance,  you  could  buy  other  companies,  as  I  did  with  CORT  for  Berkshire  Hathaway. 

all,  CORT  rents  only  quality  office  and  residential  furniture.  Their  service  is  extraordinary.  They  deliver  and 
all  orders  within  48  hours.  Considering  its  rather  large  upside,  I  give  CORT  a  very  strong  recommendation.     a  Berkshire,  hathaway  company 


OOKT 

FURNITURE  RENTAL 


888. 667. CORT    I  CORTl.COM 
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5-year  5-year  5-year 
average     average  average 

%  %  % 


American  Dental  Partners  (2) 

provides  business  services  to  dental  groups 


Exponent 

provides  science  &  engineering  consulting  services 

Universal  Electronics 

makes  universal  remote  controls  for  consumer  electronics 

J&J  Snack  Foods  (4) 

manufactures  &  distributes  snack  foods  &  beverages 


ADAM 

provides  interactive  health  content  &  applications 

ICU  Medical 

manufactures  and  sells  disposable  blood-transfusion  systems 


Christopher  &  Banks 

sells  women's  specialty  apparel  through  retail  outlets 

Ladish 

produces  metal  components  to  jet  &  aerospace  markets 

Boston  Beer 

produces  alcoholic  beverages 


11 


10 

11 


22 


18a 


12 


25 


15 


Kaydon 

manufactures  custom  systems  for  construction  &  defense  industry 

Vital  Signs 

designs  &  makes  respiration  products  for  anesthesia  markets 


Courier 

produces  books  &  provides  publishing  services 


Gorman-Rupp 

markets  &  sells  fluid-control  systems  for  housing  markets 


11 


13 


17 


2a 


17a 


12 


1A 


4a 


3a 


14 
13 
16 
25a 


5a 
0 


68 


18 


10a 


21 


5a 


Napco  Security  Systems 

manufactures  fire  alarms  &  security  systems 

Met-Pro 

makes  pollution-control  equipment  for  air  &  fluid  purification 

Microsemi 

designs  high-performance  circuits  &  semiconductors 

Tootsie  Roll  Industries 

manufactures  &  sells  confectionary  products 

Carbo  Ceramics  (5) 

manufactures  materials  for  oil  &  natural  gas  drilling 


34T 


Jack  Henry  8c  Associates  (7) 

provides  data-processing  systems  for  banks  &  finance  companies 


ATM  I 

provides  microelectronic  devices  to  IT,  automotive  &  communications  industries 


11 


4a 


4a 


13 
17 


4a 

13 


3a 


9a 


6a 

11 


16 


8 


96W 


ViaSat 

provides  advanced  digital  satellite  communications  &  wireless  network  services 

Aeroflex 

produces  &  sells  microelectronics  to  broadband  &  aerospace  markets 

Willamette  Valley  Vineyards 

produces  &  distributes  a  portfolio  of  wines 


17 


Standard  Microsystems 

designs  &  sells  a  range  of  silicon-based  integrated  circuits  for  computers 

Maplnfo 

provides  location-intelligence  software  &  services 


Anaren 

develops  radio-frequency  devices  for  aerospace  market 


22 


14a 


15a 


6a 


50V 
147T 


79a 


4a 


22a 


17a 
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(S) 


2007 
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MARK 
VALU 


(Smi 


209      11       16.54  16 


20 


160      14       16.67  NA 


202      11       19.00  18 


491  28 
10  8 


31.10  18 


26 


26 


57 


187  24 


6.99 


17 


24 


65 


45.48 

531      38       29.48  22  1,10 

320      23       28.88  12  41 

264      16       32.85  24 


380  60  37.02  16  1,03 
204      30       56.61  21 

249      23       37.14  17 

 1  1  — 1 

258      16       32.70      16  34 

70       6        5.96      10  11 

 I   M 

88       7       13.13      16  14 


346  36 


18.85  13 


1,3 


485      76       29.31      23  1,58 


275      49       36.03      13  8; 


592      90       21.79      18  1,98 

 I  H 


306  34  29.07  22  1,06 
463  24  25.08  17  71 
552      28       10.28      13  7j 


15 


1 


5.71  NA 


334  18  28.42  16 
163  11  12.83  22 
105      11       21.07  19 


Recent  trend  down  versus  five-year  average, 
vailable.  Sources:  Reuters  Fundamentals  and  IBES  via  FactSet  Research  Systems. 


For  more  information,  go  to  www.forbes.com/200w 
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Mike  Brem,  President,  SupHerb  Farms 


Union 

Ban  k  o  f 
California 


Mike's  bank 


has  his  fresh-frozen  herb  business  down  cold 


arranges  flexible  financing  to  fund  expansion 


helps  put  the  freeze  on  his  workers'  comp  costs 


carefully  handles  his  employees'  retirement  plans 


packs  personal  service  into  every  relationship. 


Invest  in  you 


Commercial  Banking 

Pacific  Northwest  -  Scott  A.  Hagel,  Market  President,  (916)  321-6702 

Northern  California  -  Michael  Riley,  Market  President,  (415)  705-7170 

Central  Valley  -  Scott  A.  Hagel,  Market  President,  (916)  321-6702 

Los  Angeles/Ventura/Santa  Barbara  -  Bita  Ardalan,  Market  President,  (213)  236-7761 

Orange  County/Inland  Empire/San  Diego  -  Scott  Connella,  Market  President,  (949)  553-6855 

Small  Business  Services  -  (866)  876-7065 

All  financing  subject  to  credit  approval. 


Visit  us  at  unionbank.com 


«'2006  Union  Bank  of  California,  N.A.  Member  FDIC 


 < 
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5-YEAR  AVERAGE 

SALES  EPS 
KUt        bKOW  I  rl    GKUW I H 

BOARD  C 
DIRECT0I 
SCORE1 

ADAM 

179 

18 

2 

25 

NA 

Credo  Petroleum 

74 

17 

21 

19 

42 

ASV 

23 

11 

37 

94 

23 

Cytyc 

36 

16 

18 

57 

44 

Abaxis 

25 

19 

18 

85  • 

74 

Daktronics 

59 

18 

16 

33 

21 

Adtran 

134 

12 

6 

42 

53 

Deckers  Outdoor 

47 

13 

24 

73 

29 

Advisory  Board 

79 

44 

15 

26 

48 

Denbury  Resources 

69 

18 

16 

19 

67 

Aeroflex 

196 

5 

22 

147 

NA 

Diodes 

37 

15 

18 

267 

9 

Ambassadors 

63 

34 

9 

16 

39 

Dolby  Laboratories 

33 

28 

21 

50 

46 

Amcol  International 

136 

12 

14 

23 

85 

Dril-Quip 

154 

7 

11 

21 

28 

Amedisys 

55 

18 

28 

25 

40 

Dynamic  Materials 

41 

23 

13 

26 

33 

American  Dental  Partners 

175 

9 

7 

22 

43 

Edge  Petroleum 

80 

11 

33 

18 

59 

American  Vanguard 

42 

22 

17 

25 

41 

Encore  Acquisition 

50 

16 

27 

41 

100 

Amrep 

81 

11 

13 

43 

47 

Ennis 

93 

15 

19 

11 

77 

Anaren 

200 

4 

8 

17 

NA 

Exponent 

176 

11 

8 

14 

43 

AngioDynamics 

11 

58 

27 

70 

43 

Ezcorp 

158 

6 

6 

57 

NA 

Ansoft 

82 

11 

8 

76 

11 

FactSet  Research  Systems 

65 

29 

13 

16 

46 

ATMI 

194 

3 

6 

96 

NA 

First  Cash  Financial  Services 

114 

15 

14 

22 

14 

Avatar  Holdings 

19 

8 

30 

65 

86 

FLIR  Systems 

83 

30 

19 

23 

86 

Badger  Meter 

133 

15 

9 

30 

80 

FormFactor 

70 

9 

26 

146 

54 

Balchem 

116 

20 

12 

14 

60 

Forward  Air 

121 

21 

7 

18 

92 

Benihana 

172 

11 

7 

4 

29 

Franklin  Electric 

144 

20 

6 

11 

81 

Bentley  Pharmaceuticals 

95 

8 

28 

44 

63 

FTI  Consulting 

88 

14 

35 

20 

81 

Berry  Petroleum 

20 

24 

24 

38 

74 

Gen-Probe 

94 

12 

19 

64 

27 

Blackbaud 

44 

26 

14 

27 

72 

Genesee  &  Wyoming 

122 

12 

17 

13 

51 

Blue  Nile 

18 

26 

33 

58 

54 

GeoResources 

89 

11 

15 

117 

36 

Bolt  Technology 

132 

8 

13 

20 

66 

GFI 

15 

27 

19 

32 

34 

Boston  Beer 

183 

15 

5 

18 

NA 

GMX  Resources 

92 

6 

26 

28 

57 

Bright  Horizons  Family  Solutions 

110 

16 

13 

23 

57 

Gorman-Rupp 

187 

9 

3 

5 

NA 

Buckle 

168 

14 

5 

11 

81 

Gymboree 

113 

11 

6 

49 

27 

Cantel  Medical 

76 

16 

32 

21 

76 

Haemonetics 

157 

13 

6 

20 

52 

Carbo  Ceramics 

192 

17 

13 

11 

82 

Hansen  Natural 

2 

31 

34 

78 

22 

Cascade 

91 

12 

12 

53 

80 

Healthways 

46 

16 

33 

53 

13 

Cash  America  International 

162 

9 

5 

24 

89 

Heartland  Express 

123 

18 

12 

14 

4 

Cass  Information  Systems 

170 

14 

5 

10 

35 

Heico 

169 

8 

10 

6 

48 

Cavco  Industries 

142 

?~ 

15 

34 

36 

Hi-Shear  Technology 

143 

12 

6 

22 

35 

Ceradyne 

10 

17 

52 

55 

60 

Hibbett  Sporting  Goods 

77 

19 

13 

■  24 

70 

Charles  &  Colvard 

73 

9 

30 

33 

63 

Hydril 

105 

17 

9 

22 

17 

Chattem 

60 

25 

9 

31 

3 

ICU  Medical 

180 

12 

17 

5 

NA 

Cherokee 

130 

121 

7 

7 

31 

Idexx  Laboratories 

139 

16 

11 

16 

92 

Christopher  &  Banks 

181 

25 

12 

0 

NA 

infoUSA 

146 

14 

6 

43 

31 

Citi  Trends 

7 

33 

24 

38 

37 

Integra  LifeSciences  Holdings 

120 

13 

26 

7 

74 

CNS 

118 

18 

8 

25 

98 

Interactive  Data 

159 

8 

10 

84 

37 

Computer  Programs  &  Systems 

62 

54 

13 

8 

37 

Intersections 

109 

19 

24 

13 

85 

Comstock  Resources 

151 

15 

13 

7 

51 

inVentiv  Health 

84 

9 

12 

63 

62 

Comtech  Telecommunications 

22 

14 

27 

94 

13 

ITT  Educational  Services 

64 

46 

11 

27 

22 

Conn's 

103 

20 

16 

13 

16 

J&J  Snack  Foods 

178 

11 

7 

16 

9 

Copart 

138 

15 

12 

17 

9 

j2  Global  Communications 

8 

22 

34 

36 

22 

Core  Molding  Technologies 

126 

10 

12 

31 

34 

Jack  Henry  &  Associates 

193 

16 

8 

9 

NA 

Corporate  Executive  Board 

51 

19 

23 

25 

46 

Jackson  Hewitt  Tax  Service 

174 

9 

12 

7 

79 

Courier 

186 

17 

1 

8 

NA 

Jos  A  Bank  Clothiers 

27 

21 

17 

34 

20 

CRA  International 

78 

12 

22 

21 

AA 

41 

K-Swiss 

58 

29 

17 

30 

14 

r  and  byla 
xk  index ; 

e.  J.  -  / 

ws,  state  of  incorporation,  executive  and  director  compensation,  board  guidelines,  company  ownership  and  director  education 
is  of  Oct.  1.  A  score  of  50  means  that  the  company  scored  better  than  50%  of  the  companies  in  its  index,  according  to  Institutional 
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Instant  Advertiser  Information  to  receive  free  information 

from  Forbes  advertisers  visit  their  web  sites  or  call  the  listed  phone  numbers 

^il]  Forbes  Magazine  October  30, 2006  ► 


¥.005  PGA  TOUR  Year  in  Review 
Woyota 

ror  more  information  on  Toyota's 
Investment  in  America  and  our 
commitment  to  the  communities  in 
phich  we  do  business,  visit  us  at 

Ivww.toyota.com/usa. 

irea  Development 

S9  Michigan  Economic  Development  Corp. 
7isit  www.michigan.org 

\utomotive 

9  Land  Rover 

Isit  www.landrover.com 

iusiness  Classified 

9  Capital  Asset  Management 

:all  1-800-710-0002 

9  Capital  Solutions 

Call  1-800-499-6179  or  visit 

mw.4capitalsolutions.com 

9  Capstone  Business  Credit,  LLC 

)all  1-212-755-3636  or  visit 

mw.capstonetrade.com 

9  Dali  Prints 

tall  1-800-275-DALI 

b  E-Chair  USA 

lall  1-618-407-3575  or  visit 

irww.e-chair.com 

b  Get  Bids.Com 

!all  1-800-GET-BIDS 

9  GW  Equity 

Call  1-877-213-1792  or  visit 
(rvvw.gwequity.com 
9  Holiday  Timeshares  Resales 
)all  1-800-704-0307  or  visit 
irww.holidaygroup.com 
6  Insure.com,  Inc. 
1st  www.insure.com 
9  Level  IV 

Call  1-800-382-0859x4639 

9  Magnatag  Visible  Systems 

risit  www.magnatag.com 

9  National  Watch  &  Diamond  Exchange 

Call  1-215-627-5626  or  visit 

rww.nationalwatch.com 


^  Prosperity  Automated 
Visit  www.wealthylifestyles2006.com 
^b  Resource  Associates  Corporation 
Visit  www.resourceassociatescorp.com 
^  ROMFAB 

Call  1-818-787-6460  or  visit 

www.fastexercise.com 

^b  Salestestonline.com 

Call  1-416-691-3661  or  visit 

www.salestestonline.com 

^b  Steven  Sears  CPA/ Attorney 

Call  1-949-262-1 100  or  visit 

www.searsatty.com 

~^b  The  Island  Group 

Call  1-800-323-9907 

■^9  The  Parker  Company 

Call  1-781-596-8281 

^b  Tropical  Villa  Vacations 

Call  1-888-875-2818  x202  or  visit 

www.tropicalvillavacations.com 

^b  Worldwide  Business  Consultants 

Call  1-800-733-2191  or  visit 

www.corbettandkish.com 

Business  Services 

~^b  Ensemble  Workforce  Solutions, 
An  Axium  International  Company 
Call  1-888-828-2750  or  visit 
www.ensemblemsp.com 

Computer/Technology 

^  Fujitsu 

Computer  Systems  Corporation 
^b  Tata  Consultancy  Services 
Visit  www.tcs.com 

Consumer  Products/Services 

^9  The  Capital  Gold  Group 

Visit  www.thecapitalgoldgroup.com 

Convergence 

^b  AT&T 

Visit  www.att.com 

^  Global  Crossing 

Visit  www.globalcrossing.com 

^  Verizon  Business 

Visit  www.verizonbusiness.com 


Corporate  Relocation 

^9  Hampton  Roads  Economic 

Development  Alliance 

Call  1-800-423-5068  or  visit 

www.hreda.com 

^b  V.  I.  Economic  Development 

Authority 

Visit  www.usvieda.org 

Financial  Services 

^9  E*TRADE  Financial 

Call  1-800-731-5220  or  visit 

www.etrade.com 

^9  KeyBank 

Visit  www.key.com 

^  Resources  Global  Professionals 

Call  1-800-900-1131  or  visit 

www.ResourcesGlobal.com 

^  T.  Rowe  Price 

Retirement  Funds 

Call  1-800-341-0044  or  visit 

www.troweprice.com/start 

Healthy  Living 

"^9  Almond  Board  of  California 
Visit  www.AlmondsAreIn.com 
^  BlueCross  BlueShield  Association 
Visit  www.bcbs.com 

Hotels 

^  Shangri-La  Hotels  8c  Resorts 
Visit  www.shangri-la.com 

Sustainable  Development 

"^9  American  Chemistry  Council 
Visit  www.americanchemistry.com 
^9  Canon 

Visit  www.canon.com/environment 
^b  Ricoh 

Visit  www.ricoh.com/sustainability 
Travel 

"^9  Singapore  Airlines 

Fly  award-winning  Singapore  Airlines 

from  the  U.S.  to  over  55  major  cities 

around  the  world. 

Call  1-800-742-3333  or  visit 

www.singaporeair.com 
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Kanbay  International 
Kaydon 

Knight  Transportation 
Ladish 

Lamson  &  Sessions 

LifeCell 

Lifeway  Foods 

LKQ 

LoJack 

Lufkin  Industries 

Mannatech 

Maplnfo 

Marlin  Business  Services 
Marten  Transport 
Matthews  International 
McGrath  RentCorp 
Medical  Action  Industries 
Medifast 

Meridian  Bioscience 

Met-Pro 

Micronetics 

Micros  Systems 

Microsemi 

Middleby 


Mikron  Infrared 
Mobile  Mini 

Monarch  Casino  &  Resort 
Monro  Muffler  Brake 
MTC  Technologies 
Multi-Fineline  Electronix 
Napco  Security  Systems 
National  Instruments 
Natural  Gas  Services 
Neogen 
NN 

NutriSystem 

Oakley 

OMI 

Optelecom-NKF 
optionsXpress  Holdings 
Panera  Bread 
PetMed  Express 
PetroQuest  Energy 
Pioneer  Drilling 
Portec  Rail  Products 
PRA  International 
Progress  Software 
Providence  Service 
QLogic 

Quality  Systems 


25 

27 

31 

17 

1 1 

4 

10 

NA 

16 

16 

24  - 

46 

6 

1 

68 

NA 

i  14 

7 

49 

86 

15 

28 

58 

94 

13 

14 

17 

27 

8 

17 

41 

76 

20 

13 

37 

92 

10 

12 

15 

73 

23 

25 

93 

30 

2 

6 

22 

MA 

14 

8 

23 

58 

11 

10 

20 

21 

21 

18 

12 

40 

18 

11 

8 

100 

19 

13 

12 

76 

27 

52 

25 

53 

13 

10 

23 

NA 

11 

4 

3 

NA 

13 

29 

39 

29 

13 

13 

35 

45 

5 

4 

9 

NA 

47 

26 

86 

17 

15 

14 

15 

79 

1 1 

13 

11 

37 

24 

6 

35 

9 

12 

10 

13 

17 

49 

32 

10 

24 

18 

33 

30 

25 

9 

4 

34 

NA 

10 

8 

1 1 

5 

11 

41 

38 

82 

12 

12 

13 

22 

9 

12 

23 

66 

26 

55 

105 

79 

15 

9 

4 

77 

24 

25 

23 

NA 

25 

21 

9 

40 

167 

125 

77 

30 

16 

26 

30 

36 

60 

34 

62 

95 

12 

17 

5 

74 

7 

33 

23 

60 

13 

16 

36 

91 

17 

20 

92 

58 

13 

9 

21 

70 

18 

43 

60 

76 

13 

7 

14 

18 

22 

22 

32 

38 
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Quicksilver  Resources 

43 

16 

20 

26 

51 

Radiation  Therapy  Services 

13 

38 

24 

25 

7 

Range  Resources 

61 

12 

19 

36 

81 

Raven  Industries 

68 

24 

12 

23 

66 

RC2 

98 

15 

20 

20 

87 

Reliv  International 

14 

33 

16 

85 

22 

ResMed 

86 

18 

24 

16 

34 

Resources  Connection 

66 

17 

28 

32 

45 

Rocky  Mntn  Chocolate  Factory 

124 

22 

8 

13 

52 

Rofin-Sinar  Technologies 

131 

11 

11 

31 

14 

RPC 

106 

15 

10 

21 

53 

Schawk 

72 

16 

26 

25 

12 

Sciele  Pharma 

111 

7 

26 

20 

43 

Sonic 

21 

14 

13 

44 

Speedway  Motorsports 

1 

13 

8 

13 

52 

Standard  Microsystems 

3 

15 

4 

NA 

Sterling  Construction 

31 

31 

25 

9 

5 

Steven  Madden 

13 

9 

9 

40 

Stratasys 

1 

fj 

17 

27 

48 

Strayer  Education 

100 

19 

16 

97 

Streamline  Health  Solutions 

8 

64 

58 

Sun  Hydraulics 

„ 

12 

65 

14 

Supertex 

125 

6 

7 

31 

55 

Swift  Energy 

71 

9 

18 

72 

46 

Symbion 

153 

13 

20 

14 

50 

TALX 

40 

11 

36 

48 

77 

Tandy  Leather  Factory 

19 

-  Is"" 

12 

64 

Techne 

20 

9 

24 

28 

Tetra  Technologies 

164 
38 

11 

12 

8 

7~j 

Texas  Roadhouse 

42 

23 

33 

10 

Tootsie  Roll  Industries 

191 

13 

4 

6 

NA 

TradeStation 

16 

12 

23 

82 

34 

Travelzoo 

6 

46 

53 

88 

3J 

Twin  Disc 

155 

8 

6 

43 

73 

US  Lime  &  Minerals 

9 

15 

•  35 

60 

United  Industrial 

34 

53 

17 

21 

96 

United  Surgical  Partners 

1 

29 

6 

15 

250 

51 

Universal  Electronics 

1 

77 

10 

9 

13 

59 

Universal  Stainless  &  Alloy  Prods 

1 

56 

9 

13 

10 

93 

Usana  Health  Sciences 

12 

57 

23 

77 

23 

Ventana  Medical  Systems 

H 

9 

18 

75 

54 

ViaSat 

4 

17 

50 

NA 

Vital  Images 

53 

6 

28 

53 

io] 

Vital  Signs 

185 

13 

3 

21 

NA 

W&T  Offshore 

45 

41 

28 

24 

23 

WD-40 

135 

29 

10 

9 

97J 

Websense 

24 

15 

33 

64 

36 

Whiting  Petroleum 

99 

17 

31 

12 

44 

Willamette  Valley  Vineyards 

197 

5 

14 

79 

NA 

Yankee  Candle 

96 

43 

10 

17 

NA 
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LEXUS 


HAS  ONLY  ONE  PLANT  OUTSIDE  JAPAN. 

When  Lexus  needed  to  expand,  they  sought  the  same  impeccable  standards  they  developed 
in  Japan.  They  found  it  here,  in  Ontario.  Ontario  fulfilled  all  of  Lexus'  prerequisites:  our 
location  in  the  heart  of  North  America  and  transportation  infrastructure  linking  -us  to 
millions  of  customers;  our  skilled  workforce  and  tradition  of  automotive  innovation;  and 
our  competitive  business  costs.  Since  the  first  RX  330  rolled  off  the  line,  the  Cambridge, 
Ontario  plant  has  satisfied  all  of  Lexus'  quality  demands.  In  fact,  Lexus'  parent  company, 
Toyota,  will  be  opening  a  second  Ontario  plant  in  2008.  The  Japanese  have  a  word 
for  continuous  improvement:  kaizen.  Now  they  have  another:  Ontario.  There's  no  better 
place  in  the  world  to  do  business. 


ONmiuo 

Canada 

2ontario.com/quality 
1-800-819-8701 


©  Ontario  F^aid  for  by  the  Government  of  Ontario. 


lakers  Breakers 


Stock  price 


FOR  MORE  FINANCIAL  STATS  GO  TO  WWW.FORBES.COM/MAKERS 

Dick  Parsons 
Flatlines 


Life  for  Richard  Parsons  I 
at  Time  Warner  is 
Sisyphean.  No  matter 
what  he  does,  the  stock 
stays  just  below  $20, 
where  it  has  been  lodged  for  the 
four  years  he  has  headed  the 
worlds  largest  media  company. 
The  $20  billion  stock  buyback, 
the  sale  of  flagging  Warner 
Music,  the  proposed  sale  of  18 
marginal  magazines  like  Popular 
Science  (the  18  make  up  one- 
eighth  of  the  company's  vaunted 
periodicals  roster),  the  painful 
cost  cuts  and  layoffs,  the  paring 
of  huge  debts  run  up  from 
what's  ritually  called  the  "disas- 
trous" 2000  merger  with  AOL: 
Nothing  works  for  TIME  WARNER 
(19.TWX). 

Even  an  improved  financial 
performance  gets  a  shrug  from 
Wall  Street.  Parsons  has  pulled 
Time  Warner  out  of  the  red  and,  in  2006's  first  half,  quintupled  earnings  to  $2.5  billion 
on  $21  billion  in  revenues.  Fueling  the  profit  growth  is  a  surge  in  the  cable  division, 
now  making  great  headway  enlisting  subscribers  for  its  three-way  offering  of  cable  TV, 
phone  and  broadband.  Satellite  TV  and  phone  companies  have  not  emerged  as  the 
towering  threats  they  were  once  forecast  to  be.  To  further  strengthen  cable,  Parsons 
has  bought  assets  from  bankrupt  Adelphia  Communications,  even  though  it  has 
pushed  debt  up  again. 

All  the  while  Parsons  must  deal  with  pressure  from  financier  Carl  Icahn,  who  has 
forced  the  company  to  do  a  large  buyback  of  its  shares,  as  well  as 
boost  the  dividend  and  install  more  independent  directors  on  the 
board.  Another  chorus  of  critics  wants  Time  Warner  to  shed  AOL. 

But  Edward  Jones  analyst  Robin  Diedrich  thinks  Parsons  is  on 
the  right  track  and  that  the  market  will  at  long  last  see  that.  She  is  par- 
ticularly encouraged  by  Parsons'  moves  with  AOL,  which  has  lagged 
behind  Yahoo  and  Google,  thanks  to  their  emphasis  on  search-linked 
ads.  Time  Warner  has  announced  that  AOL  will  switch  to  free  e-mail,  search  and  mes-  I 
saging  functions  much  like  Yahoo  and  Google.  And  if  that  doesn't  pan  out,  Diedrich 
says,  Time  Warner  can  always  give  in  to  the  chorus  and  sell  AOL.  It  has  already 
unloaded  the  German  operations  on  Telecom  Italia.  "This  company  is  undervalued, 
even  if  you  value  AOL  at  zero,  and  that  is  what  the  market  is  doing  at  the  moment,"  she 
says.  At  1 7  times  trailing  earnings,  Time  Warner  is  affordable.       — Phyllis  Berman 


Mousetrap 


Stock  price 

S24 


Tech  stocks  are  the  market's  laggards  these 
days.  That's  true  for  mousemaker  LOGITECH 
(22,  LOGl),  despite  eight  straight  years  of 
double-digit  revenue  growth.  When  earnings 
per  share  in  the  December-ending  quarter 
were  below  the  consensus 
estimate,  the  stock  quickly 
fell  $6  to  $20,  despite  an 
1 1%  earnings  advance. 

In  addition  to  mice, 
the  Swiss  company 
makes  such  peripherals 
as  wireless  keyboards, 
Webcams,  high-end  computer  speakers 
and  juiced-up  controllers  for  legions  of  die- 
hard PlayStation  and  Xbox  gamers.  Net 
income  grew  21%  for  the  fiscal  year  ended 
in  March  and  35%  for  the  first  quarter,  to 
$30  million,  on  $393  million  in  sales. 

With  more  groovy  products  on  the 
way,  says  Zacks'  analyst  Robert  Perri,  Logi- 
tech is  undervalued.  Its  22  P/E  is  reasonable 
for  a  tech  stock.  — David  Armstrong 


miillllllir 
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Checked  Out 


Seeking  its  inner  Whole  Foods,  SAFEWAY  (28, 
SWY)  is  spending  an  estimated  $5  billion  on 
face-lifts  for  its  1,770  stores,  making  them 
bigger,  sleeker  and  more  softly  lit. 

The  new  format  seems  to  be  working, 
for  now.  In  2006's  second  quarter  same-store 
sales  rose  a  healthy  5.6%.  Earnings  rose  83% 
to  $246  million.  But  half  of  that  increase 
stemmed  from  a  reduction  in'  income  tax 
expense  for  interest  earned  on  a  federal  tax 
refund.  Safeway  stock  has  responded,  up 
26%  this  year  (P/E:  19). 

Still,  Credit  Suisse  analyst  Edward  Kelly 
is  skeptical  the  good 
trend  has  legs.  Higher 
capital  spending,  a  stock 
buyback  and  a  dividend 
hike  will  weigh  shares 
down  eventually.  Pricing 
pressure  is  intense  in  this 
industry.  Whole  Foods 
can  get  away  with  charg- 
ing more;  others  can't. 
Safeway 's  pretax  margins  are  on  the  low 
end  of  the  supermarket  spectrum.  We  say 
short  the  stock  — Megan  Johnston 
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THE  FLAVOR  ISTENDER,  JUICY,  SAVORY. 

"he  benefits,  including  less  fat,  calories  and  cholesterol  than  beef, 
ibound. 

"he  experience  is  hard  to  explain,  but  you'll  know  it  when  it  hits 
ou  with  a  resounding  "Yippee  ki  yi  yay!" 

ive  Herds  bison  is  a  true  taste  of  the  American  west  -  sent 
traight  to  your  doorstep.  Range-raised  and  grass-fed,  it's  healthy 
nd  full  of  delicious  red  meat  flavor.  Perfect  for  casual  cookouts  . . . 
nd  gourmet  dinners. 

So  throw  some  Five  Herds  bison  on  the  grill.  Or  the 
campfire.  It  won't  take  much  to  get  you  in  that  western 
frame  of  mind. 


Place  your  order  today! 


Give  us  a  call  at 

1-888-543-7371 


Or  visit 

www.fiveherds.com/forbes 


MAKE  THE  HOLIDAYS  MEMORABLE  - 

Send  your  friends  and  family  gifts  from  Five  Herds! 
Call  or  visit  our  website  for  more  information. 


AND  YOU'LL  BE 

ROPING 

THE  SOFA 


Chef  Forrest  D.Waldo  II,  C.E.C. 

Five  Herds  Chef 

Five  Herds  Chef  Forrest  D.  Waldo  has 
spent  20  years  honing  his 
gourmet  culinary  skills  in 
some  of  the  country's  top 
restaurants.  He  now  puts 
his  talents  to  use  in  an 
effort  to  bring  the  flavor  and  all-natural 
quality  of  bison  into  the  mainstream  diet. 
Described  as  having  "the  most  refined 
palate  for  bison  in  North  America," 
Chef  Waldo  continues  to  perfect  the 
steaks  and  recipes  we  bring  to  you. 


FIVE  HERDS 

TRADING  Co 


*  *  *  *  -k 


lermon  your  roroe:;  zuuzcnpuoti  unci  receive  J^jy-j 


your  order. 


The  Patient  investor ;  John  W.  Rogers  Jr. 


HOME  COURT 
ADVANTAGE 


SINCE  MY  DAYS  AS  A  HOT  DOG  VENDOR  AT  CHICAGO'S 
Comiskey  Park  through  my  years  on  Princetons 
basketball  team,  I  have  always  been  fascinated  by 
the  theory  of  the  home  team's  advantage.  Many  stud- 
ies have  found  that  athletic  teams  tend  to  win  more 
home  games  than  away  games.  For  the  Big  Ten  Conference  in 
mens  basketball  last  year,  home  teams  won  70%  of  the  games. 

Why?  The  home  team  has  a  certain  confidence.  It  knows  the 
feel  of  the  court  and  the  give  of  the  rims.  And,  of  course,  the  fans 
are  on  its  side. 

Similarly,  the  home  court  can  make  a  big  difference  to  an 
investor.  Living  in  Chicago  gives  me  an  informational  advantage 
with  businesses  headquartered  here  because  I  encounter  them  all 
the  time.  I  buy  their  products,  cross  paths  with  their  executives 
and  employees,  and  talk  to  their  customers  and  competitors. 

There's  academic  support  for  my  beliefs  about  the  home 
advantage.  Tobias  J.  Moskowitz.  a  finance  professor  at  the  Uni- 
versity of  Chicago's  business  school,  has  conducted  extensive 
research  on  the  geography  of  investing.  His  conclusion:  One  way 
to  beat  an  investment  benchmark  over  the  long  haul  is  to  buy 
stocks  close  by — which  he  defines  as  businesses  headquartered 
within  62  miles. 

Managers'  home-area  portfolio  holdings  outperform  their 
faraway  holdings  by  2.7  percentage  points  per  year.  Let  me 
explain  just  what  is  meant  by  that.  Of  course  Moskowitz  is  not 
claiming  that  each  town's  corporations  beat  the  national  average. 
Rather,  he's  saying  that  a  money  manager  has  a  superior  ability  to 
sort  good  companies  from  bad  when  the  companies  in  question 
are  nearby.  Those  stock  pickers  with  strong  convictions  about 
neighboring  businesses  do  particularly  well.  According  to 
Moskowitz's  research,  which  spanned  1975  through  1994,  money 
managers  who  committed  20%  or  more  of  their  assets  to  proxi- 
mate companies'  stocks  did  four  full  percentage 
points  a  year  better  with  them  than  with  the 
rest  of  their  portfolios. 


I  Forbes 


Chicagoland  names  make  up  13  of  my  70  holdings.  Better,  a 
number  of  my  favorite  Chicago-area  portfolio  companies  are 
underappreciated  by  the  broader  market,  making  them  great 
buying  opportunities: 

Founded  117  years  ago,  Northern  Trust  (60,  ntrs)  is  a 
Chicago  icon  and  one  of  the  leading  trust  banks  in  the  country. 
Its  $3.2  trillion  pile  of  assets  under  custody  was  amassed  through 
exceptional  customer  service:  Northern  manages  assets  for  22% 
of  The  Forbes  400  s  wealthiest  families.  I've  followed  this  com- 
pany for  years,  buying  and  selling  the  stock  as  the  market  has 
both  realized  and  underappreciated  its  value. 

Northern  has  logged  six  consecutive  quarters  of  double-digit 
earnings  per  share  growth.  It  recently  acquired  Baring  Asset 
Management's  Financial  Services  Group,  giving  Northern  impor- 
tant inroads  into  Europe.  Wall  Street  is  somewhat  skeptical  of  the 
company's  international  traction,  but  I'm  not.  Northern  has  a 
deep  talent  bench,  led  by  William  Osborn,  the  chief  executive 
and  a  36-year  veteran  at  the  firm.  Northern  trades  at  an  18%  dis- 
count to  my  private  market  value  estimate  of  $73. 

Acco  Brands  (22,  abd) 
whose  headquarters  is  in  Lin- 
colnshire, 111.,  was  created  in 
2005  by  the  merger  of  General 
Binding  and  a  spinoff  of  the 
office-products  unit  of  Fortune 
Brands  (now  focused  on  golf, 
liquor  and  hardware).  Acco's 
familiar  brands  include  Swing- 
line  staplers,  Kensington  com- 
puter accessories  and  GBC 
binding  machines.  Eighty-five 
percent  of  its  products  place 
first  or  second  in  their  markets.  My  office  is  packed  with  Acco 
products.  And  this  is  a  company  that  understands  the 
razor/blade  principle.  Its  superb  binding  machines  are  priced 
low;  it  makes  money  on  the  binders,  covers  and  other  material 
the  machines  need.  Debt  is  a  heavy  46%  of  capitalization,  but  is 
being  whittled  down.  Shares  sell  for  an  18%  discount  to  my  $27 
estimate  of  intrinsic  worth. 

Idex  (43,  IEX)  has  an  impact  on  everything  from  the  purity  of 
our  water  to  how  we  fill  our  gas  tanks.  This  Northbrook,  111.  firm 
makes  industrial  pumps,  meters  and  dispensing  equipment  for 
stuff  ranging  from  paint  to  gasoline.  The  company  exhibits  a  tire- 
less commitment  to  innovation,  with  1 5%  of  sales  coming  from 
products  introduced  in  the' past  three  years. 

Idex  has  delivered  strong  organic  (meaning  not  from  acquisi- 
tions) sales  growth  and  18  consecutive  quarters  of  margin 
improvement.  Hanging  over  the  stock  are  analysts'  concerns  that 
a  slowing  economy  will  stifle  growth.  My  view,  after  eight  years  of 
holding  the  stock:  Idex  is  skilled  at  navigating  economic  turbu- 
lence. It  trades  at  a  19%  discount  to  my  $53  value  estimate.  F 

John  W.  Rogers  Jr.  is  chairman  and  chief  executive  officer  of  Chicago-based 
Ariel  Capital  Management,  LtC,  the  adviser  to  the  Ariel  Mutual  Funds.  Visit  his 
home  page  at  www.forbes.com/rogers. 


Ball  teams  do 
best  playing 
at  home.  So  do 
stock  pickers. 
Here  are  some 
of  my  Chicago 
favorites. 
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Introducing. 


Forbes 


TRAVELER 


COM 


Expert  advice  for  luxury  travelers. 


From  inspiration  to  reservation,  ForbesTraveler.com  is  your  online 
source  for  dreaming,  planning,  and  booking  the  world's  most  distinctive  travel  experiences. 
All  from  the  editorial  source  you  know  and  trust,  Forbes. 


ForbesTraveler.com  offers  exclusive  content,  including: 

Acclaimed  Travel  Writers  •  Luxury  Travel  Expert  Panel  •  Fine  Property  Reviews 
Destination  Experts  •  Virtual  Tours  of  Featured  Locations... and  more! 


Get  Inspired.  Visit  ForbesTraveler.com  today! 
www.forbestraveler.  com 


Presenting  Sponsor: 


Capital  Markets  Marilyn  Cohen 


RADIO  DAYS 


OLD  MEDIA  ARE  DEAD;  BRING  IN  THE  NEW  ONES. 
You've  heard  this  again  and  again  in  the  debate  over 
the  future  of  newspapers,  broadcast  television  and 
landline  telephone  companies.  The  argument  is 
that  these  are  all  doomed  by  the  Internet,  YouTube 
and  wireless  connections.  Id  like  to  make  the  case  for  betting  the 
other  way:  investing  in  a  century-old  communications  medium 
that  still  has  a  lot  of  life  left  in  it.  You  should  consider  owning  the 
bonds  of  radio  broadcasters. 

Despite  the  arrival  of  the  wireless  Internet  and  iPods,  radio 
still  has  a  huge  audience  of  addicts.  People  listen  for  the  weather 
and  news  as  they  shave,  clean  house  or  drive  to  work.  And  that 
guarantees  big  bucks  to  radio  providers.  Bond  buyers  will  find 
several  opportunities  worthy  of  their  investment  dollars. 

Clear  Channel  Communications,  which  also  owns  billboards 
and  TV  stations,  gets  half  its  $7  billion  a  year  of  revenue  from 
radio.  Responding  to  shareholder  complaints  about  the  stock 
price,  the  company  in  the  past  year  bought  in  9%  of  its  shares  at 
a  cost  of  $1.6  billion  and  announced  an  additional  $1  billion 
share  buyback. 

While  these  buybacks  are  detrimental  to  credit  quality,  this 
bad  news  has  already  been  baked  into  bond  prices.  I  like 
the  Clear  Channel  4.4%,  due  May  15,  2011.  It  is  rated  BBB-  by 
Standard  &  Poor's  and  priced  at  93.5  cents  on  the  dollar  for  a 
6.05%  yield  to  maturity.  The  $250  million  issue  is  noncallable, 
and  the  maturity  is  short  enough  that  the  buybacks  don't  greatly 
raise  the  risk  of  a  default.  Still  better  is  the  Clear  Channel  6.25%, 
due  Mar.  15,  2011,  priced  at  100.3  to  yield  6.17%. 

Radio  is  dead?  Not  at  Univision  Communications,  which  is 
the  leading  Spanish  radio  broadcaster  in  the  country,  with  70  sta- 
tions reaching  73%  of  the  U.S.  Hispanic  population.  It  also  owns 
60  television  stations  in  sizable  Hispanic  markets.  The  combina- 
tion draws  in  rich  revenues,  now  $2.24  billion  a  year  and  growing 
5%  a  year. 

Univision  has  accepted  a  $12.3  billion  buyout  offer  from  a 
private  equity  group  (Texas  Pacific  Group, 
Thomas  H.  Lee  Partners,  Providence  Equity 
and  Madison  Dearborn).  Fearful  that  the 
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new  owners  will  load  the  company  with  more  debt,  Moody's 
recently  downgraded  Univision  bonds  to  a  non-investment- 
grade  Ba3  and  has  it  on  negative  credit  watch.  Standard  &  Poor's 
already  has  Univision  in  the  junk  heap  at  BB-. 

The  business  and  demographics  are  strong  and  compelling, 
enough  to  curb  my  wariness  of  the  poison  of  high  leverage.  I  like 
the  Univision  3.875%,  due  Oct.  15,  2008,  a  noncallable  $250  mil- 
lion issue.  It  trades  at  95.5  for  a  6.3%  yield  to  maturity. 

The  newest  frontier  is  satellite  radio,  available  by  subscrip- 
tion. Wall  Street's  skeptics  say  that  Sirius  Satellite  Radio  and  XM 
Satellite  Radio  Holdings  are  going  to  run  out  of  listeners  willing 
to  pay  $  1 3  a  month.  But  I  see  plenty  of  big  spenders  out  there, 
the  same  people  who  pay  $70  for  cable  television  and  spend  $3.55 
a  day  for  a  Starbucks  cappuccino.  This  new  technology  for  radio 
listeners  has  expanded  our  choices  and  changed  audio  entertain- 
ment just  as  thoroughly  as  cable  changed  television.  It  took  a  few 

years  for  cable  and  satellite 
television  to  catch  on.  Just  give 
this  concept  time. 

Of  the  two  I  prefer  Sirius 
because  of  my  high  regard  for  its 
chief  executive,  dealmeister  and 
salesman,  Mel  Karmazin.  XM 
has  7.2  million  subscribers  while 
Sirius  has  5.1  million.  Analysts 
wonder  whether  there's  enough 
room  for  two  independent 
services.  Maybe,  maybe  not. 
But  my  money  is  on  the  canny 
Karmazin.  Don't  be  surprised 
if  he  engineers  a  merger  of  the  two  and  figures  out  how  to  over- 
come regulatory  hurdles.  If  not,  then  Karmazin,  who  expects  to 
have  6.3  million  subscribers  by  year-end  to  XM's  estimated 
7.7  million,  sooner  or  later  may  nose  out  XM  because  they  are 
growing  at  a  faster  rate. 

In  the  end,  the  huge  signing  bonus  that  Sirius  paid  to  get 
shock  jock  Howard  Stern  may  pay  off. 

Sirius  bonds  carry  the  junkiest  of  the  junk  bond  ratings,  CCC 
by  Standard  &  Poor's.  It's  hard  to  apply  the  usual  rules  of  financial 
analysis  here  because  the  company  is  so  far  away  from  profitabil- 
ity. But  here  are  the  numbers. 

Sirius  will  take  in  something  near  $615  million  in  revenue 
this  year.  From  that  it  should  lose  $565  million  in  operating 
income  (Ebitda,  that  is).  Resting  atop  this  meager  income  stream 
is  a  debt  load  of  $1.1  billion,  on  which  the  interest  is  $65  million 
a  year.  One  of  three  things  has  to  happen:  Sirius  gets  a  big 
boost  in  its  subscriber  base,  it  gets  a  big  equity  injection  or  it 
undergoes  a  recapitalization.  The  bonds  (if  not  the  stock)  should 
do  okay  even  in  the  third  of  these  scenarios.  I  like  Sirius  9.625%, 
due  Aug.  1,  2013,  and  trading  at  97.5  to  yield  10.15%.  Strictly  for 
speculators.  F 

Marilyn  Cohen  is  president  of  Envision  Capital  Management,  Inc.,  a  Los  Angeles 
fixed-income  money  manager.  Visit  her  home  page  at  www.forbes.com/cohen. 


Some  of  those 
old-media 
companies  will 
be  around  for  a 
long  time  and 
make  for  good 
prospects  in 
fixed  income. 
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There  is,  in  fact,  a  difference. 

CDMA2000®  is  the  wireless  technology  that  lets  your  phone  do  more. 
Things  such  as  navigating  your  way  to  your  next  appointment,  sending  and 
receiving  large  email  files  and  watching  the  latest  news  on  your  device. 

Over  200  cellular  carriers  around  the  world  offer  affordable  next  generation 
3G  services.  Including  the  big  ones  that  you  know  and  rely  on.  Find  out  if 
they  can  offer  the  tools  you  need  to  help  your  business. 
If  not,  perhaps  it's  time  to  make  a  change. 


To  learn  more,  visit  www.cdg.org/worldwide 


CDMA2000  is  offered  by  leading  wireless  service  providers  on  every  continent  in  the  world. 
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Fixed-Income  Watch  i  Richard  Lehmann 


STAY  WITH 
OIL  TRUSTS 


TWO  YEARS  AGO  I  RECOMMENDED  SHARES  OF  CANA- 
dian  oil  and  gas  trusts,  which  are  high-yield,  equity- 
like participations  in  producing  oilfields  (FORBES, 
Sept.  9,  2004).  Since  then  the  two  securities  have 
delivered  double-digit  returns  and  an  average  annual 
appreciation  of  39.4%. 

Now  oil  is  threatening  to  drop  below  $60  a  barrel  and  natural 
gas  is  in  the  range  of  $5  per  million  British  thermal  units.  Is  the 
ride  over?  No.  Hang  on  to  these  trusts.  If  you  don't  already  have 
20%  of  your  fixed-income  portfolio  in  them,  buy  more. 

Canadian  energy  trusts  purchase  known  producing  proper- 
ties. So  they  drill  very  few  dry  holes.  Hence  their  principal  risk  is 
the  market  price  for  oil  and  gas.  Unlike  U.S.  oil  and  gas  trusts, 
which  are  confined  to  depleting  a  fixed  asset,  the  Canadian  ones 
are  constantly  replenishing  reserves  through  acquisition. 

The  dividends  are  subject  to  a  15%  Canadian  withholding 
tax,  but  generally  speaking  you  can  recover  this  sum,  dollar  for 
dollar,  as  a  credit  on  your  U.S.  tax  return.  Usually,  part  of  the  pay- 
out qualifies  as  a  return  of  capital,  which  reduces  the  "basis"  (tax 
cost,  that  is)  of  the  investment  but  doesn't  get  taxed  until  your 
basis  shrinks  to  zero.  The  rest  of  the  payout  gets  taxed  at  15%. 

With  energy  prices  trending  down,  you  might  be  tempted  to 
wait.  But  oil  is  volatile,  and  market  timing  fails  as  often  as  it 
works.  You're  better  off  just  getting  some  exposure  to  oil  produc- 
tion and  holding  for  the  long  term.  This  is  a  way  of  diversifying 
your  portfolio  away  from  total  dependency  on  the  S&P  500  or 
interest  rates. 

My  rule  of  thumb  here  is:  When  the  indicated  yield  exceeds 
14%,  it's  probably  time  to  buy.  Sure,  oil  and  gas  prices  can  con- 
tinue to  slide,  but  unless  they  drop  so  low  for  so  long  that  the 
trusts  are  forced  to  cut  dividends,  the  trusts'  price  won't  keep 
dropping  along  with  them.  My  guess  is  that  most  trusts  are  safe 
from  dividend  cuts  unless  the  price  of  oil  falls  below 
$55  a  barrel  and  stays  down  for  a  sustained  period. 

You  can  buy  Canadian  energy  trusts  on  U.S. 
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exchanges.  These  are  the  best  buys: 

Canetic  Resources  (16,  CNE)  is  60%  oil  and  40%  gas  with  7.3 
years  of  proven  reserves.  It  pays  out  75%  of  its  free  cash  flow 
(cash  flow  from  operations  minus  capital  expenditures)  for  a  16% 
dividend  yield. 

Harvest  Energy  Trust  (25,  HTE)  is  73%  oil  and  27%  natural  gas 
with  proven  reserves  of  7.3  years.  Harvest  has  diversified  into 
refining,  which  should  provide  even  more  stability  to  the  income 
stream.  Yield:  16%. 

For  investors  seeking  a  growth  play  and  willing  to  forego  the 
fatter  payouts  found  in  other  trusts,  Enerplus  Resources  (47,  ERF) 
is  attractively  priced.  With  52%  oil  and  48%  gas  plus  ten  years  of 
proven  reserves,  Enerplus  has  extensive  unproven  reserves, 
including  oil  sands  properties  still  to  be  developed.  It  also  owns 
extensive  producing  properties  in  the  U.S.  This  trust  distributes 
72%  of  its  free  cash,  which  generates  a  9%  yield. 

If  you  bought  any  of  my  three  earlier  recommendations — 
Penn  West  Energy  (34,  PWE),  previously  PetroFund,  yielding 
10.8%;  Provident  Energy  (11,  pvx),  yielding  11.6%;  and  Prime- 
West  Energy  (24,  PWl),  yielding 
13.5% — continue  to  hold,  for 
now.  Buy  more  if  their  yield 
rises  to  my  target  of  14%. 

For  your  tax-deferred 
account,  consider  BP  Prudhoe 
Bay  Royalty  Trust  (72,  bpt), 
yielding  14.4%.  This  is  a  U.S. 
passive  royalty  trust  (remem- 
ber: a  depleting  asset  with  no 
acquisitions)  that  gets  its  rev- 
enues from  the  first  90,000 
barrels  of  daily  production 
from  the  oil  company's 
Prudhoe  Bay  fields. 

These  fields  has  been  prominent  in  the  news  lately  because 
of  a  production  slowdown  forced  by  the  corrosion  in  BP's  feeder 
pipelines.  This  is  a  short-term  blip  with  few  or  no  lasting 
consequences  for  the  trust.  BP's  share  of  the  production  is  still 
running  at  90,000  barrels  a  day.  But  the  $10  annual  payout  can't 
last  forever,  because  that  oilfield  isn't  going  to  last  forever. 
(Common  sense  says  that  when  inflation-protected  Treasurys 
yield  only  2%,  no  energy  trust  can  yield  a  secure  15%  indefi- 
nitely.) In  this  case  production  is  forecast  to  begin  declining 
sometime  in  2011  and  cease  in  17  years.  Unlike  the  Canadian 
trusts,  which  hedge  a  fair  amount  of  their  output  in  the  futures 
market,  this  one  tracks  oil  prices  almost  dollar  for  dollar  and 
thus  has  a  more  volatile  price. 

If  you  do  hold  this  trust  in  a  taxable  account  the  income  is 
subject  to  taxation  as  ordinary  income  but  is  eligible  for  a 
depletion  allowance.  This  depletion  allowance  does  reduce 
your  taxes.  F 


Energy  pnces 
are  down,  but 
Canada's 
energy  trusts 
still  are  buys, 
for  their  yields 
and  their  tax 
attributes. 
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editors  and  the  smartest  business,  academic  and  political  leaders 
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Risk  Management  Forum  |  New  York 

•  Risky  Business  »  Innovations  in  measuring,  managing,  and  creating 
value  from  risk 
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Dobbs  debate  on  free  trade  •  John  Zogby  deconstructs  the  November  7 
election  •  NBA  Commissioner  David  Stern  talks  about  going  global 
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•  Leading  Fhrough  Innovation  *  Get  tips  from  the  CIOs  of  E*TRADE, 
Xerox,  Sprint  Nextel,  Avaya,  and  more 

DECEMBER  4-5 

CIO  Europe  Forum  j  London 

•  Learn  how  to  be  a  Champion  of  Innovation 
FEBRUARY     26-28,  2007 

CEO  Middle  East  Forum  |  Qatar 

•  Driving  Growth  —  Risk  and  Reward  in  the  Middle  East  •  Top  CEOs 
gauge  the  risks  to  move  ahead  successfully  in  the  Middle  East 
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Business  Classified 


Business  Planning  Ig 


Organize  and  See  a  Giant  Year 


Bank  Finance 


Bank  Says  'NO'?... 
We  Say  'YES 'I 

Get  the  Line  you  need  (min  $50K). 
No  hassles.  No  gimmicks. 
No  audits.  Personalized  service. 
Very  affordable.  No  upfront  fees. 
We  are  not  Brokers.  Only  B2B. 

Call  Mr.  Weil  (CEO)  800-499-6179 

www.4capitalsolutions.com 

(We  approve  90%  of  all  qualified  businesses) 


Legal  Services 


Business  OpportunitiesMBusiness  OpportunitiesUBusiness  Opportunities 


Award 
Winning 
Book 

Order  Now 

■ 

KJUIHiHSSfl 

■lilUHIIil 

STMTEEIES 

Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  •www.searsatty.com 

CONSULTANTS/TRAINERS 

Independent  Consultants  Needed 
to  Represent  Our  Company 
{Strategic  Planning 
{People  Development 
{ Process  Improvement 
{Life  Coaching 

{Youth  Leadership  and  Mentoring 

Consultative  Sales  Experience 

Helpful,  e-mail  resume  to: 

success@rac-tqi.com 

or  call  800-799-6227  Dept.  4BS-CT 

Very  High  Income  Potential 

Extensive  Training  and  Support 


Partner  Wanted 
3500  DOMAIN  NAMES 

Purchased  In  1992 -  1998 


Established  International  Domain  Name  Broker 
with  Largest  Portfolio  of  Global  Domain  Names 
(3500  Dot  Com  Names)  Seeking  New  Partner  to 
Replace  Existing  Partner  New  Partner  Buys  in  at 
1992  Prices  of  $200/Name  Names  Currently 
Appraised  at  $2,000  and  Up  Each. 
Ted  Hens  Limited  1-800-TED-HENS  (1-800-833-4367) 
www.tedhens.com  theodore@tedhens.com 


Why  do  Yau  Needl 
to  Own  a 
Private  Bank? 

Free  Report 

800-733-2191 
WBC 

est  1991 


LAWSUIT  PROTECTION  ■  BUSINESSES  FOR  SALE 


Forbes 


Forbes 


SUM  DUNK  INVESTING  IN  OIL 

Curtis  Hesler,  Editor  of 
Professional  Timing  Service,  rec- 
ommended Enerplus  Resources 
(ERF)  at  $17.  It's  now  $43,  and 

still  pays  a  10%  dividend.  He 
believes  that  there  are  4  major 

opportunities-crude  oil,  gold, 
stocks  and  bonds-that  will  make 
and  break  millionaires.  Subscribe 

today  and  get  his  free  special 
report,  Oil:  Slam  Dunk  Investing 

for  Income  &  Capital  Gams. 
Call  toll  free  1-877-733-7876  or 
www.forbesnewsletters.com/pts 


Business  For  Sale 


Pet  Treat  Manufacturer 
Florida 

Established.  World  class 
customer  base  &  growth  track. 
$2  million  gross  revenues. 
$600K  net. 
Corp.  Invest  Int'l  (866)615-0661 


Neveda  Corps.  /  $10  plus  fees 
Domestic  or  Offshore  Solutions 
Asset  Protection  Trusts 

800-710-0002 

Visit  www.Assetprotection.com 


Options  Trading 


Motivated  Entrepreneurs: 

Finally  the  opportunity  that  you  have 
been  looking  for  with  a  solid  lifestyle 

company  that  offers  an  original 
business  model.  Opportunity  to  earn 
Executive  Level  Income. 
For  immediate  interview  call: 
800-382-0859  ext.4639 


International  Investment  Banking  Finn 
has  Middle  Market  Businesses  'or  Sale 

GW  EQUITY 

Merger*  A  Acquivcom 
877-213-1792 


www.GWEQUITY.com 




We  made  $43K  in  16  Days,  now 
over  $400k  in  9  months 

No  Calling,  No  Sellng,  No  Closing, 

NO  KIDDING!  We  train. 
Hands  Free  Income,  Everyone's 
Dream. ..Now  a  Reality 

www.wealthylifestyles2006.com 


Start  writing  options  for  income 
in  your  portfolio. 

Liberty  Trading  Group  is  the 
first  brokerage  firm  in  the  US 
to  specialize  exclusively  in 

selling  options. 
Free  sample  newsletter  at 
www.optionsellers.com 
(Futures  Trading  Involves  Risk  of  Loss) 


GO  PUBLIC! 

We  specialize  in  taking  companies  public 

through  reverse  mergers.  We  have 
OTC.BB  companies  available  for  merger. 
We  also  provide  financing  for 
restricted  stock  with  no  recourse. 

954-384-4092 
www.westoncapitalquest.com 


Fortunes  Are  Being  Made 
By  Average  People  Like  Me, 

Are  you  financially  motivated, 
coachable,  &  entrepreneurial? 

Call  800-345-1983 
www.mentoryoursuccess.com 
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Forbes  Subscriber  Service 

To  plan  your  order,  to  renew,  change  your  address  or  other  customer 
service,  visit  our  site  at.. .www.forbes.com/customerservice 
or  call  . .800-888-9896 
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lnsure.com 


Auto 


Health 


Home 


0  View  instant  quotes  —  over  200  companies! 

0  Buy  from  the  company  of  your  choice 

0  A  quick  and  easy  way  to  shop  for  insurance 

Life  insurance  rates  drop  to  all-time  lows 


Monthly  Rates  for  Females 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

35 

$21 

$44 

$84 

40 

$30 

$66 

$125 

45 

$47 

$110 

$214 

50 

$70 

$168 

$331 

55 

~  $107 

$260 

$514 

60 

$158 

$388 

$771 

65 

$257 

$637 

$1,269 

70 

$419 

$1,041 

$2,078 

Monthly  Rates  for  Males 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

35 

$21 

$44 

$84 

40 

$30 

$68 

$131 

45 

$47 

$110 

$214 

50 

$75 

$179 

$353 

55 

$124 

$301 

$597 

60 

$198 

$486 

$967 

65 

$414 

$1,027 

$2,050 

70 

$651 

$1,619 

$3,233 

Also  available:  15,  20,  25  and  30  year  level  plans 


"The  premier  Web  site  in  terms  of  details  and  ease  of  use, 
(best  of  all,  it's  free)"  —  Yahoo!  FINANCE 

"...we'd  recommend  you  do  your  insurance  shopping 
here..."  —  Barron  s 

"New  source  for  best  buys  in  insurance.  One  way  to  get 
to  know  the  market."      Kiplinger's  Personal  I  inam  e 

"...provides  rock-bottom  quotes  for  life  insurance... 
this  site  is  flush  with  useful  features."  Forbes.com 


"A  godsend  for  those  who  are  shopping  around  for  the 

best  deal  in  insurance."  —  Independent  Business 

"The  best  Web  site  I've  found..."  —  The  Dallas  Morning  We*  s 

"...outstanding  -  as  good  as  a  Web  site  on  insurance  can 
possibly  be.  Hats  off  and  a  gold  star  to  the  top  insurance 
site  on  the  Web."     Insurant  i  for  Dummies 

"This...  solution  has  value  for  those  who  prize 
immediacy  and  privacy."      US  Slews  &  World  Report 


visit  lnsure.com 

"E*  Or  call  1-800441-0072  for  FREE  quotes  and  advice 

Ad  Code:  forbs  10/06 


NOTE  The  sample  10-year  term  life  Pennsylvania  rates  shown  above  are  not  specific  to  any  individual  person  or  insurer  Please  call  1-800-441-0072 
or  visit  www.insure.com  to  obtain  personal  quotes  specific  to  your  health  history  profile  Copyright  ©  1984-2006  Quotesmith.com,  Inc..  8205  South  Cass 
Avenue.  Suite  102.  Danen,  Illinois,  60561.  All  rights  reserved.  CA  agent  #0A13858,  LA  agent  #200696,  MA  agent  #333509159.  Quotesmith.com.  Inc. 
dba  Insure  com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA  under  agent  #205078  Quotesmith.com,  Inc.  dba  Insure  com  Insurance 
Services.  Inc.  in  UT  under  agent  #90093.  Quotesmith.com  dba  lnsure.com  and  Life  Quotes.  Inc.  in  CO. 
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Business  Classified 


ali  Prints 


RARE  DALI  PRINTS 


If  you  own,  or  are  considering  the  purchase 
of  a  Salvador  Dali  print.. 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Each  print  is 
fully  documented  by  Albert  Field,  curator  of 
the  Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  Salvador  Dali:  A 
Retrospective  of  Master  Prints,  is  a  must  for 
anyone  interested  in  works  signed  by  Dali. 
Call  now  and  we  will  rush  you  a  free  copy  of 
"The  Salvador  Dali  Collector's  Newsletter". 
($15  per  issue) 


Salvador  Dali 


A  RETROSPECTIVE 

of  Master  Prints 


l-(800)-275-3254 

ask  for  Dept.  FM 

3 1 103  Rancho  Viejo  Rd.  U  2-193,  San  Juan  Capistrano,  CA.  92675 
http://www.daligallery.com  .  FAX  949-373-2446 
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Subscriber 
Service 


To  plan  your  order,  to  renew, 
change  your  address  or 
other  customer  service, 
visit  our  site  at.... 
www.forbes.com/customerservice 

orcalL.800-888-9896 
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For  Advertising  Information 
and  Rates  Contact: 
Media  Options 
1-800-442-6441 

mediopt@aol.com 


Forbes 


The  Forbes  Stock  Market  Course 


The  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a 
perfect  gift  for  family  and  friends 
. .  .for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reaaer  of  Forbes  Magazine 
you  are  invited  to  lake  advantage  of 
a  special  price  of  just  $99.95 
(save  S50  off  the  regular  S149.95  price.) 

Go  to  www.forbesinc.com/smc4  and  place  your 
order  now  or  call  1-8OO-429-0106  and  give  the 
operator  a  special  savings  code  of  S3Q05 


Newsletter 


Z  THE  WORLD  IS  SHRINKING!  ] 


Nanotedinoiogy  is  changing  our  world 
...  our  dothes,  the  military,  science, 
autos,  medical  technology ...  every- 
thing! It's  ftie  investment  cjpporrxjnity 
of  a  lifetime  for  those  who  buy  tomor- 
row's superstars  today.  The  monthly 
Forbes/Wolfe  Nanotech  Report 
puts  you  on  the  nght  side  of  history, 
separates  the  true  leaders  from  the 
overhyped.  Subscribe  risk-free  at  just 
$195.  Save  67.5%  and  get  2  valuable 
Free  Reports.  Satisfaction  guaranteed 
by  Forbes.  Call  800-523-7967  or  go 
to  vwvw.forbeswolfe.com /frb. 
Please  use  savings  code  JN5SAVE. 


Watches 


Wailea  Beach  Villes  Maui 


NATIONAL  WATCH  &  DIAMOND 
•  BUY  •  SELL  •  TRADE 


OVER  300  PRE-OWNED 

ROLEX  IN  STOCK 
also  Cartier,  Breitling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nationalwatch.com 

Blh  &  (Uilnul  HfMlv  Phi  la  .  PA  N  WD  n  w  m  oft  <*  i*>  pnl. 


c.  Luxury  Private  Grj 
^    Vacation  Humes  pj 

Open  Thanksgiving 

P  Christmas  &  New  Years!  4 

0  L 
urnc.  TrojHcalVilla  Vacations .  com 

888.875.2818  ext  206  or  202 


I  Available 


Office  Furniture 


Working  Capital 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax) 


Premium  Ergonomic  Task  Seating 

Special *389^ 

Full  features,  mesh 
back,  cradle  lumbar  support 
Free  shipping  for  a 
limited  time. 

www.e-chairusa.com 


©  ChairUSA  866-474-8748 


I 


Business 


WE  TEST  SALES  PEOPLE 


Web  based  test  that 
quickly  identifies  the  winners. 
Accurate,  customized, 
automated,  economical. 


FREE  DEMO  call  416-691-3661 
or  visit  www.salestestonline.com 


Rent  a  villa  in 


For  a  free  -M.  I 
catalog  call: 

800  280  2811 


ua  in  ^ 

Italy 


SEEKING 
JOINT  VENTURE 


1-800-GET-BIDS 
www.GetBids.com 


www.parkervillas.com 


Timeshare 


TIMESHARES 


*ave  up  to 

70 

off  retail! 
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,  BEST  RESORTS. 

PRICES  &  WEEKS 
,  GREAT  RCI  &  II 

tXCHANlitS 

•  FREE  CATALOG 


Waterfront 


Best  Deals 

www.FloridaDiscountCondos.coin 
561-789-7555 


MARTHAS  VINEYARD 

3+/- Acres  on  TASHMOO 
2  Homes-Already  Subdivided 
Special  Private  Financinq 
ALSO 

4  Bdrm/3.5  Bath  Home  on  THE 
LAGOON-100  Ft.  Dock-AC 
and  Much  More  $2,350,000 
1-800-323-9907 
 The  Island  Group  


BACK  PAIN? 


Gel  FREE  Information  on 
GUARANTEED  seal  and  buck  supports. 

Posture  Education 

I  www.postureeducation.com 


CALL  TOLL-FREE  1-800-392-0363 
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Exercise  in  exactly  4  minutes  per  day 

Winner  of  the  1991  Popular  Science  Award  for  the 
"Best  of  What's  New"  in  Leisure  Products 


$14,615 


ROM  •  MANUFACTURED  IN  CALIFORNIA  SINCE  1990 


TIME  IS  IT.  Over  92%  of  people  who  own  exercise  equipment 
and  88%  of  people  who  own  health  club  memberships  do  not 
exercise.  A  4  minute  complete  workout  is  no  longer  hard  to 
believe  for  all  the  people  who  since  1990  have  bought  our 
excellent  Range  of  Motion  machine  (ROM).  Over  97%  of 
people  who  rent  our  ROM  for  30  days  wind  up  purchasing  it 
based  upon  the  health  benefits  experienced  during  that  tryout, 
and  the  ROM  performance  score  at  the  end  of  each  4  minute 
workout  that  tells  the  story 


highly  trained  athletes  as  well.  The  ROM  adapts  its  resistance 
every  second  during  the  workout  to  exactly  match  the  user's 
ability  to  perform  work.  It  balances  blood  sugar,  and  repairs 
bad  backs  and  shoulders.  Too  good  to  be  true?  Get  our  free 
video  and  see  for  yourself.  The  best  proof  for  us  is  that  97% 
of  rentals  become  sales.  Please  visit  our  website  at: 
www.FastExercise.com. 


of  health  and  fitness 
improvement.  At  under  20 
cents  per  use,  the  4  minute 
ROM  exercise  is  the  least 
expensive  full  body  complete 
exercise  a  person  can  do. 
How  do  we  know  that  it  is 
under  20  cents  per  use? 
Over  90%  of  ROM  machines 
go  to  private  homes,  but  we 
have  a  few  that  are  in 
commercial  use  for  over  12 
years  and  they  have  endured 
over  80,000  uses  each, 
without  need  of  repair  or 
overhaul.  The  ROM  4  minute 
workout  is  for  people  from 
10  to  over  100  years  old  and 


The  typical  ROM  purchaser  goes  through  several  stages: 

1.  Total  disbelief  that  the  ROM  can  do  all  this  in  only  4  minutes. 

2.  Rhetorical  (and  sometimes  hostile)  questioning  and  ridicule. 

3.  Reading  the  ROM  literature  and  reluctantly  understanding  it. 

4.  Taking  a  leap  of  faith  and  renting  a  ROM  for  30  days. 

5.  Being  highly  impressed  by  the  results  and  purchasing  a  ROM. 

6.  Becoming  a  ROM  enthusiast  and  trying  to  persuade  friends. 

7.  Being  ignored  and  ridiculed  by  the  friends  who  think  you've  lost  your  mind. 

8.  After  a  year  of  using  the  ROM  your  friends  admiring  your  good  shape. 

9.  You  telling  them  (again)  that  you  only  exercise  those  4  minutes  per  day. 
10.  Those  friends  reluctantly  renting  the  ROM  for  a  30  day  trial. 

Then  the  above  cycle  repeats  from  point  5  on  down. 

The  more  we  tell  people  about  the  ROM  the  less  they  believe  it. 

From  4  minutes  on  the  ROM  you  get  the  same  results  as  from  20  to  45 
minutes  aerobic  exercise  (jogging,  running,  etc.)  for  cardio  and 
respiratory  benefits,  plus  45  minutes  weight  training  for  muscle  tone  and 
strength,  plus  20  minutes  stretching  exercise  for  limbemess/flexibility. 


"  ROM  is  the  best 
time  management 
tool  ever. " 


Anthony  Robbins 


Motivational  speaker  Anthony 
Robbins  calls  the  ROM  a  fan- 
tastic time  management  tool. 
He  owns  3  ROM  machines:  one 
at  his  home,  one  at  his  resort  in 
Fiji,  and  one  that  travels  with 
him  to  all  his  seminars. 


Order  a  FREE  DVD  or  video  from  www.FastExercise.com  or  call  (818)  787-6460 

Factory  Showroom:  ROMFAB,  8137  Lankershim  Blvd.,  North  Hollywood,  CA  91605 
Fax:  (818)  301-0319  •  Email:  sales@FastExercise.com 


RENT  A  ROM  FOR  30  DAYS.  RENTAL  APPLIES  TO  PURCHASE. 


THOUGHTS 

On  the  Business  of  Life 


he  German  Democratic  Republic  of  East  Germany  is  having  no  truck  with  Gorbachevs  glasnost. 

XEast  Germany  is  tinder-ful,  and  its  boss,  Eric  Honecker,  is  afraid  that  even  a  little  glasnost  might 
ignite  it.  When  West  Berlin  held  some  rock  concerts  for  three  days  recently,  thousands  of  East 
German  youths  had  bloody  clashes  with  the  police  who  tried  to  stop  them  from  gathering  on  their  side  of  the 
wall  to  listen.  And  what  was  their  rallying  cry?  "Gorbachev!  Gorbachev!  Gorbachev!"  If  it  wasn't  such  a  life 
and  death  matter,  one  could  almost  call  these  circumstances  an  exquisite  irony.  — MALCOLM  S.  FORBES  (1987) 


If  you  attack  the  establishment  long 
enough  and  hard  enough,  they  will 
make  you  a  member  of  it. 

—ART  BUCHWALD 


One-fifth  of  the  people  are  against 
everything  all  the  time. 

—ROBERT  KENNEDY 


We  are  here,  not  because  we  are 
law-breakers;  we  are  here  in  our  efforts 
to  become  law- makers. 

— EMMELINE  PANKHURST 


Freedom  is  hammered  out  on  the  anvil 
of  discussion,  dissent  and  debate. 

—HUBERT  HUMPHREY 

Has  there  ever  been  a  society  which 
has  died  of  dissent?  Several  have  died 
of  conformity  in  our  lifetime. 

—JACOB  BRONOWSK] 


In  a  democracy  dissent  is  an  act  of  faith. 
Like  medicine,  the  test  of  its  value  is  not 
in  its  taste,  but  its  effects. 

—J.  WILLIAM  FULBRIGHT 

You  do  not  become  a  "dissident" 
just  because  you  decide  one  day  to  take 
up  this  most  unusual  career.  It  begins 
as  an  attempt  to  do  your  work  well, 
and  ends  with  being  branded  an  enemy 
of  society. 

—  VACLAV  HAVEL 


Discussion  in  America  means  dissent. 

—JAMES  THURBER 


A  heresy  can  only  spring  from  a  system 
that  is  in  full  vigor. 

—ERIC  HOFFER 


J  was  probably  the  only  revolutionary  ever 
referred  to  as  "cute." 

— ABBIE  HOFFMAN 

Real  rebels  are  rarely  anything  but  second 
rate  outside  their  rebellion;  the  drain  of 
time  and  temper  is  ruinous  to  any  other 
accomplishment. 

—JAMES  GOULD  COZZENS 


The  most  radical  revolutionary  will  become 
a  conservative  the  day  after  the  revolution. 

—HANNAH  ARENDT 


In  the  end  it  is  worse  to  suppress  dissent 
than  to  run  the  risk  of  heresy. 

—LEARNED  HAND 


No  matter  that  patriotism  is  too  often 
the  refuge  of  scoundrels.  Dissent,  rebellion, 
and  all-around  hell-raising  remain  the 
true  duty  of  patriots. 

—BARBARA  EHRENREICH 


Those  who  make  peaceful  revolution 
impossible  will  make  violent  revolution 
inevitable. 

—JOHN  F.  KENNEDY 


Men  who  use  terrorism  as  a  means 
to  power,  rule  by  terror  once  they  are 
in  power. 

—HELEN  MACINNES 


We  must  not  confuse  dissent  with 
disloyalty.  When  the  loyal  opposition  dies, 
I  think  the  soul  of  America  dies  with  it. 

—EDWARD  R.  MURROW 


 .. 


Then  said  the  Lord,  Doest  thou 
well  to  be  angry? 

—JONAH  4:4 
Sent  in  by  Michelle  Bright-O'Russa,  Monona,  Wis. 
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The  greatest  luxury  in  life  is  time.  Savour  every  second. 
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United  under  a  "winged  B,"  Breitling  and  Bentley  share  the  same  concern  for  perfection. The  same  exacting  standards  of  reliabili 
precision  ahd  authenticity.  The  same  fusion  of  prestige  and  performance.  In  the  Breitling  workshops,  just  as  in  the  Bentley  factories  in  Cre* 
cutting-edge  technology  works  hand  in  hand  with  the  noblest  traditions.  For  devotees  of  fine  mechanisms,  Breitling  has  created  a  line 
exceptional  chronographs  named  Breitling/or  Bentley.  While  conveying  the  essence  of  aesthetic  refinement,  these  wrist  instruments  are 
equipped  with. high-performance  "motors,"  patiently  assembled  by  watchmakers  at  the  peak  of  their  art...  Time  is  the  ultimate  luxu 

www.breitlingforbentley.com 


BREITLING  for  BENTLEY 


With  proper  care, 
delight  will  grow  in  any  climate. 


Four  Seasons 


When  life  feels  perfect. 


ONTACT    YOUR    TRAVEL    CONSULTANT.    VISIT    WWW.FOURSEASONS.COM    OR    IN    THE    U.S.    CALL  1-866-823-2539 


TAGHeuer 

SWISS  AVANT-GARDE  SINCE  I860 


We  didn't  set  the  standard  for  oceanfront  living  on  Maui. 

We  merely  perfected  it. 


The  Ritz-Carlton  Club( 


KArALUA  Bay 
Club  Residences 
Approximately  1,912  to  2,257  square  feet 
Fee  Simple  Fractional  Ownership 
From  $300,000' 

Prices  subject  to  change.  The  Ria-CarltonDevelopmentCompany,Inc.,and  Kapalua  Realty  Co.,  Ltd.,  are  the  brokers  (B).  The  Residences  at  Kapalua  BayarenotownedordcvdopcdbyTheRitz-Cariton  Hotel  Company,  L.LC.Anafi 
The  Ritz-Carlton  Hotel  Company,  LLC  owns  an  interest  in  Kapalua  Bay,  LLC,  the  Developer,  and  The  Residences  at  Kapalua  Bay  will  be  managed  by  The  Ritz-Carlton  Hotel  Company,  LLC.  The  Ritz-Carlton  Club,  Kapa 
is  not  owned  or  developed  hy  The  Ritz-Carlton  Hotel  Company,  L.L.C.  Kapalua  Bay,  L.L.C.,  in  which  an  affiliate  of  The  Ritz-Carlton  Hotel  Company,  LLC.  owns  an  interest,  uses  The  Ritz-Carlton  trademarks  under ; 
from  The  Ritz-Carlton  Hotel  Company,  L.L.C.,  which  may  be  terminated  or  revoked  according  to  its  terms.  Prices,  plans,  uses,  dimensions,  locations,  specifications,  material  and  availability  are  subject  to  change  without 
This  is  neither  an  offer  ro  sell  nor  a  solicitation  to  buy  a  Fractional  Ownership  Interest  in  The  Ritz-Carlton  Club  to  residents  in  states  or  jurisdictions  in  which  registration  requirements  have  not  been  fulfilled.  This  is  neither 
to  sell  nor  a  solicitation  to  buy  real  estate  in  The  Residences  at  Kapalua  Bay  to  residents  of  CT,  ID,  IL  NY,  NJ  or  OR,  unless  registered  or  exemptions  are  available  or  in  any  other  jurisdiction  where  prohibited  by  law,  R-o- 

Obtain  the  Propert)  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agencv  has  judged  the  merits  or  value,  if 
of  this  property.  THIS  ADVERTISING  MATERIAL  IS  BEING  USED  FOR  THE  PURPOSE  OF  SOLICITING  THE  SALE 
OF  FRACTIONAL  OWNERSHIP  INTERESTS. 


A  beloved  beach.  Renowned  golf.  Exemplary  service. 
Every  amenity  you  would  expect  from  the  leading  names  in  resort  luxury. 
Welcome  to  Kapalua  Bay.  And  the  rest  of  your  life. 


at  Kapalua  Bay 

Private  Residences 
Approximately  3,002  to  4,271  square  feet 
Private  Ownership 
From  $3.9  million1 


our  Sales  Galleries  in  the  Kapalua  Resort  or  Whalers  Village. 

Call  800.281.9440     |  KapaluaBay.com 
now  under  construction.  completion  scheduled  for  2008. 


Now  you  can  order  the  world's  most  desired  personal  aircraft  with  a  feature  not 
available  from  any  other  aircraft  manufacturer-a  personal  pilot.  CIRRUS  ACCESS™ 
outs  a  Cirrus-trained  professional  pilot  at  your  side  teaching  you  how  to  fly,  piloting 
/our  Cirrus  when  you'd  rather  be  a  passenger,  and  handling  all  the  details  of 

managing  your  airplane.  Start  enjoying  the  freedom,  fun,  and  excitement  of  personal 

laviation  today  with  CIRRUS  ACCESS™. 

find  out  more  j  866.733.0149  |  visitcirrusdesign.com/cirrusaccess 


CIRRUS.  PLANE  GENIUS 


TM 


CIRRUS 


Elodie  Arbib,  one  of  our  housekeepers,  traces  the  footsteps  of  great  artists  as  she  pursues  her 
passion  for  the  art  of  her  city.  At  Intercontinental,  we're  different.  We  encourage  all  our  people 
to  share  their  local  knowledge  with  you,  so  you  go  home  a  little  more  inspired  by  each  destination. 


WOULD  YOU  LIKE 
TO  REDISCOVER 
THE  PARIS 
THAT  INSPIRED 
DEGAS,  RENOIR 
l\ND  MONET? 

[THEN  FOLLOW 
DUR  HOUSEKEEPER. 


Do  you  live  an  Intercontinental  life? 


jCall  1-800-ICHOTELS 

Ir  visit  intercontinental.com 


INTERCONTINENTAL 

HOTELS  &  RESORTS 


EVERY  INCH  COUNTS 


GET  MORE  FROM  LC 

THE  WORLD'S  LARGEST  MANUFACTURER  OF  FLAT  PANELS* 

Our  42"  LCD  HDTV  gives  you  12%  more  viewing  area  than 
similarly  priced  40"  models.  Not  only  will  you  se  more,  but  LC 
LCDs  also  include  cutting  edge  features  such  as  XD  Engine™,  the 
advanced  technology  behind  our  brilliant  picture  quality,  and  the 
industry's  widest  viewing  angle  of  178°.  When  you  choose  your 
next  TV,  don't  get  caught  short.  Get  more  from  LC. 

Experienced  as...  Entertaining  as....  Innovative  as  LC. 


42"  vs.  40" 
12%  LARGER 


reddot  design  award 

product  design  2006 
"Based  on  plasma  and  LCD  module  production  Q1  /2006 

©2006  LC  Electronics  U.S.A.  Inc..  Engelwood  Cliffs.  NJ  LC  Design  and  Life's  Cood  are  trademarks  of  LC  Electronics  Inc. 
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170  The  Bling  Dynasty 

Touring  urban  China  means  playing  catch-up  with  two  of  the 
world's  fastest-moving  cities. 
By  Nancy  Collins 


178 


"The  next  100  feet  of 
water,  rising  gradually 
until  2009,  will 
swamp  the  panorama, 
plus  temples,  tombs 
and  archeological  sites, 
not  to  mention  13 
cities,  140  towns  and 
1,352  villages.  Jamais 
replaces  deja  in  the  vu" 


Yangtze  Doodle  Dandy 

Along  the  rising  waters  of  the  Yangtze,  the  new  China  drowns 

out  the  old. 

By  P.J.  O'Rourke 
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You  Can  Take  It  with  You 

Some  help  with  your  luggage,  sir? 

By  Mark  Grischke.  Photographs  by  Ron  Reeves 

The  Return  of  a  Legend 

With  a  Piper-inspired  plane,  a  Texas-based  company  reissues  your 
ticket  to  the  Cub. 
By  Patrick  Cooke 

Peru  U. 

On  a  pilgrimage  to  Machu  Picchu,  our  learned  correspondent  reads 
his  way  up  the  Inca  trail. 
By  Oliver  Bath 

COVER  American  Legend  Cub  model  AL1 1C  100,  photographed  over  Lake  Palestine 
in  East  Texas  by  Jim  Wilson,  www.jimwilsonphotography.com. 
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Usual  Suspects 

24    FROM  THE  EDITOR'S  DESK  |  Safe  trails. 

28   THE  EYE  |  Blackie  beauty,  insta-kitchen,  the  new 
New  Orleans,  life  of  Gucci,  your  own  biopic,  antique 
jotters,  tune  box,  hand  cam,  swell  swings  and  the 
fisher  ring. 

49   TRAVEL  |  Just  the  ticket. 

Edited  by  Richard  Nalley 

204    MIXED  MEDIA  |  Persians  vs.  Spartans,  the  year  in 
comics,  Janus's  wide  world  of  film,  Miles  revisited, 
HBO's  Elizabeth  and  Tiger's  new  look. 

Edited  by  Thomas  Jackson 

208    Q&A  |  Gordon  Thompson  III,  Cole  Haan's  travel-savvy 
idea  man,  shares  his  notes  from  the  road. 


Departments 


69  Golf 

A  round  of  Mexico's  finest 
golf,  from  first  tee  to 
final  tequila. 
By  David  Hochman 

73  Food 

Speck  from  Italy's  Alto  Adige 
is  a  cure  for  what  ails  you. 
By  Eugenia  Bone 

79  Real  Escapes 

The  Homestead  Preserve's 
unconventional  real  estate 
strategy:  Protect  it  and  they 
will  come. 
By  Taylor  Antrim 

85  Wine  &  Spirits 

After  a  century  in  hiding, 
absinthe  reemerges  for  a  new 
cafe  class. 

By  Barnaby  Conrad  III 

93  Quintessential 

Optical  designer  Morgenthal 
Frederics  takes  us  around 
the  horn. 
By  Mark  Grischke 

95  Electronics 

The  classic  Leica  M 

goes  digital. 

By  Thomas  Jackson 

97  Spas 

The  Lodge  at  Woodloch 
signals  a  Poconos  renaissance. 
By  Lorraine  Cademartori 

103  Boats 

Caribbean  competition, 
long-haul  lessons  and  a 
full-service  fleet. 
By  Bernadette  Bernon 


113  Collecting 

World-class  engraver 
Winston  G.  Churchill  turns 
firearms  into  fine  art. 
By  Taylor  Antrim 

117  Wheels 

The  new  Fiorano  frees  your 
inner  Ferrari,  and  BMW 
delivers  middleweight  motors 
By  Cody  Winton 

121  Sport 

A  day  in  the  dirt  with 
Moto Ventures  is  the  best 
kind  of  crash  course. 
By  Finn-Olaf  Jones 

125  Style  &  Design 

High-tension  furniture  from 
Robert  Bernstein. 
By  Jeff  Turrentine 

131  Person  of  Interest 
Serior  Bolero's  Sunday 
morning  New  York  radio  showi 
is  a  Latin  postcard  from  homej 
By  Amy  Chozick 

135  Nostalgia 

Old  Hollywood  lives  on  at 
Musso  6c  Frank  Grill, 
L.A.'s  original  home  of  the 
power  lunch. 
By  Paul  Slansky 

141  Security  Council 

In  an  age  of  uncertainty, 
travel  insurance  offers  some 
sure  things. 

By  Stephanie  Cooperman 

155  in  Idle  Moments 

Think  outside  the  terminal. 
By  Sharon  Boone 
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www.ravazzolo.com 
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BERLINS  Charleston  -  SC 
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From  the  Editor's  Desk 


Bad  News, 
Good  News 


THE  MAGAZINE  EDITOR'S  UNSPOKEN  CREDO  IS:  BE  UPBEA 
Thus  my  little  fingers  instinctively  recoiled  at  typing  the  words  "horror  storj 
But  let  me  quickly  add  that  they  were  in  the  context  of  the  marvelous  article 
this  issue  by  our  own  Stephanie  Cooperman  on  how  to  avoid  a  horror  story  wh 
traveling  overseas. 

According  to  many  surveys,  what  most  haunts  the  American  traveler  today- 
aside  from  terrorism — is  the  prospect  of  being  injured  in  some  place  very  1 
away  from  home.  We've  all  heard  the — sorry — horror  stories,  and  they're  prel 

horrible.  And  so  quickly  to  the  good  nev 
On  page  141  you'll  find  Cooperman's  repc 
on  the  best  travel  insurance  companies. 

The  first  incident  she  relates  is  aboul 
fellow  from  Wisconsin  who  took  a  wrong  st 
on  his  way  down  Mount  Kilimanjaro,  falling  20  feet  ai 
landing  headfirst  on  a  rocky  outcropping,  severely  dama 
ing  his  skull  and  eye. 

The  good  news  (my  fingers  leap  to  type  the  words) 
that  six  weeks  earlier  he  had  bought  medical  travel  insurance — for  $89.  It  pa 
for  his  medical  evacuation  and  put  him  in  the  care  of  a  database  with  4,4" 
American-trained  doctors  in  178  countries.  Everyone  on  staff  here  at  ForbesL, 
is  rushing  to  plunk  down  $89  before  their  next  trip. 

Another  company  Cooperman  found,  called  MedjetAssist,  will  fly  you  ba 
to  the  good  old  U.S.A.  on  a  medical  jet  from  whatever  mountain  you  fall  off.  T] 
annual  fee  for  a  family  membership  costs  all  of  $325,  or  about  what  you'd  spend 
the  duty  free. 

Elsewhere  in  the  issue  you'll  find  a  zillion  exciting  destinations.  Enjoy  them  £ 
safe  in  the  knowledge  that  if  something  goes  wrong,  help  is  on  the  way. 
See  you  next  month.  Travel  safely. 
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It's  no  wonder  discerning  travelers  choose  Bermuda  as  the  destination  to  find  relaxation 
and  sumptuous  restoration.  Indulge  in  exotic  and  natural  spa  treatments  and  surrender 
to  the  soothing  effects  of  ancient  healing  rituals.  Our  healing  rituals  even  include  world 
class  ocean-side  golf  courses.  And  with  this  private  island  paradise  just  under  two  hours 
from  the  East  Coast,  it  is  truly  a  short  commute  to  a  world  away. 

For  full  details,  and  to  book  tickets  and  reservations,  call  1-800-BERMUDA, 
or  visit  www.bermudatourism.com 


BERMUDA 


Engineered  by 

India,  Whiskey,  Charlie. 


Who's  Charlie?" 

Big  Pilot  s  Watch.  Ref.  5004:  Man 

learned  to  fly.  And  then  IWC  learned 
that  man  needed  a  special  watch 
for  the  purpose.  The  specifica- 
tions for  pilot's  watches  still  apply 
today:  they  have  to  be  incredibly 
robust,  antimagnetic,  pressure-resistant  and  easy  to 
read.  IWC  Pilot's  Watches  took  their  cue  from  the  highly 
legible  instruments  in  a  Ju  52  cockpit. 

The  first  Pilot's  Watch  from  IWC  appeared  back  in 
1936.  The  first  Big  Pilot's  Watch  S.C.,  the  bulkiest 
wristwatch  ever  built  by  IWC,  came  with  a  chunky 
crown  and  an  extra-long  strap  that  allowed  pilots 
to  wear  it  over  their  flying  suits.  Its  precision  met 
chronometer  standards.  Another  legendary  Pilot's 
Watch  from  Schaffhausen  is  the  Mark  1 1 ,  produced 
between  1948  and  1984.  It  was  the  first  timepiece  to 
feature  a  second,  soft-iron  inner  case  to  shield  the 
movement  from  magnetic  fields. 

But  it  was  even  much  earlier  -  in  1868  to  be 
precise  -  that  an  American  watchmaker,  F.  A.  Jones, 
founded  the  International  Watch  Company 
in  Schaffhausen.  Since  then,  IWC's  engineers 
•  have  developed  an  entire  fleet  of  timepieces 

that    includes    the    Grande  Complication, 
the  Ingenieur  line,  the  Portuguese  models 
and  the  Pilot's  Watch  family  as  well  as 
the    Da    Vinci    and    Aquatimer  series. 

Probus  Scafusia  (good,  solid  craftsmanship 
from  Schaffhausen)  neatly  expresses  the 
company's     philosophy    and,     for  over 
100  years,   has  been   its  seal  of  quality. 
The    many    technical    achievements  and 


ones. 


innovations  that  have  their  origins  in  Schaffhausen  have 
borne  impressive  testimony  to  this  for  some  138  years. 

The  modern  Big  Pilot's  Watch  is  the  sum 

of  70  years'  experience  in  designing 
watches  especially  for  flying.  It  consists  of 
334  inividual  parts  and  has  a  case 
diameter  of  46.2  mm.  The  soft-iron  inner 
case  protects  it  against  even  the 
strongest  magnetic  fields.  Outstanding 
accuracy  is  guaranteed  by  the  screw 
balance  and  precision  adjustment.  The  pawl 
winding  system,  after  Albert  Pellaton,  is 
bidirectional  and  rapidly  builds  up  the  seven  days' 
power  reserve  that  can  be  read  off  on  the  display. 
Which  could  come  in  useful  if  it  takes  slightly 
longer  than  expected  to  obtain  permission  to  land. 

IWC.  Engineered  for  men. 


IWC  manufactured 
movement. 


Mechanical  manufactured  movement  I  Automatic 
Pellaton  winding  system  I  Date  display  I 
Seven  days'  continuous  running 
(figure)  I  Soft-iron  inner  case  for 
protection  against  magnetic  fields  I 
Power  reserve  display  I  Antireflective 
sapphire  glass  I  Water-resistant  to  60  m  I  Stainless  steel 


IWC 

SCHAFFHAUSEN 
SINCE  1868 


IWC  Schaffhausen,  Switzerland,  www.iwc.ch 
For  an  authorized  retailer  nearest  you,  please  call  (800)  432-9330. 


or  visit  our  website 


Grace  Notes 

REUGE,  THE  RENOWNED  MAKERS  OF  FINE  SWISS  MUSIC  BOXES,  HAS  INTRODUCED  A  LIMITED  RANGE  OF  HANDMADE  BOX! 
specifically  aimed  at  women.  The  "Callista"  has  a  burr  myrtle  shell  inlaid  with  roses  and  ribbon.  Each  box  comes  with  one  set  of 
three  melodies.  Among  the  choices  are  Chopin  (pictured),  and  an  offering  that  includes  selections  by  three  19th-century  female 
composers:  Fanny  hensel-Mendelssohn,  Clara  Wieck-Schumann  and  Alma  Mahler-Schindler.  About  $2,600.  www.reuge.com 
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Sales  of 
fellow  Cake 


CARAMEL  CAKE  FROM  ANNAPOLIS-BASED 
iroline's  Cakes  is  deep  stuff — seven  layers' 
>rth  of  sweet  and  slow  dessert  archaeology. 

ti  »ht  it  ain't.  With  its  moist  yellow-cake 
ling  and  precise  trowelings  of  caramel,  every 
perrich  forkful  seems  like  a  commitment. 

I  itil  you  start  craving  the  next  forkful.  A 

i  ne-inch  cake  ($36)  should  sate  about  15 
i  ople.  Caroline's  also  bakes  seven  other  layer 

]  kes  (a  winning  alternative:  the  Coconut  Cloud). 

>  vw.carolinescakes.com,  (888)  801-CAKE. 


f  GUCCI 
I  BY  GUCCI 


how  did  a  little  Florentine  leather-goods  firm 
that  opened  its  doors  in  1921  become  the 
megabrand  that  is  today's  Gucci?  To  answer 
that  question,  fashion  writer  Sarah  Mower 
sifted  through  the  company's  archives, 
tracing  85  years  of  iconography:  the  bamboo-handled 
bags,  the  horse-bit  loafers  and  the  jet-setting 
celebrities  (back  when  that  meant  Elizabeth  Taylor  or 
Peter  Sellers,  not  Paris  Hilton).  The  result  is  this 
season's  only  required  reading  that's  also  a  must-have 
accessory.  Limited-edition  Gucci  by  Gucci  book  in 
La  Pelle  Guccissima  slipcase  cover,  $350,  at  select 
Gucci  stores.  Published  by  the  Vendome  Press. 
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•••A  LEG  UP 

e Elite  Italian  climbing  club  Gruppo  Ragni  de  Lecco  ("the  Spiders  of  Lecco") 
collaborated  on  the  design  of  AKU's  new  top-of-the-line  Spider  GTX.  The 
result  is  serious  mountaineering  hardware:  a  sturdy  yet  surprisingly  lightweight 
boot  with  a  breathable  Kevlar  upper  and  Duratherm  lining  that  insulates  against 
temperatures  down  to  minus  25  degrees  Celsius.  Strap  these  on  for  high-altitude  peak 
ascents — or  any  wintertime  trekking  through  ice  and  snow.  $355.  www.akuus.com. 


Picture 
Simplicity 


Moondanc 
With  You 

PACKING  THE  YOUNG  HEIR 
or  heiress  off  on  an  outdoor 
adventure  expedition  can  be 
anxiety-provoking,  a  fact  that 
Hayes  Hitchens  of  Atlanta-based 
Moondance  Adventures  grasped 
after  his  own  experiences 
with  other  wilderness  schools. 
"Our  advantage  is  that  we  are 
small  enough  to  feel  like  a  family 
he  says.  "We  know  the  children 
and  often  we  know  the  parents, 
brothers  and  sisters."  And  many 
come  back  year  after  year  for 
these  10-  to  12-student  (mostly 
6th-  to  12th-grader)  trips  with 
14-  to  28-day  itineraries  that  spa 
the  world,  from  Switzerland  to 
the  Galapagos  Islands  to  British 
Columbia,  and  cost  about  $2,300 
$5,000.  New  this  year:  "Communi 
Service"  trips  that  might,  for 
example,  include  shepherding 
sea  turtles  in  Costa  Rica  or 
building  an  orphanage  in  Ecuadoi 
www.  moondanceadventures.  com. 


YOU'RE  NOT  LOOKING  TO  WIN  THE  PALME  D'OR  AT  CANNES.  YOU  JUST 
want  a  portable,  high-quality  camera  that  doesn't  require  a  Ph.D.  to  operate. 
The  Panasonic  SDR-S150  weighs  less  than  four  pounds  (without  the  battery)  an 
captures  vivid,  steady  MPEG-2  video  with  a  lOx  zoom  lens  and  a  nifty  image- 
stabilization  system,  recording  it  all  onto  SD  cards  instead  of  those  clunky  tapes 
Best  of  all,  it  nestles  right  into  the  palm  of  your  hand.  $1,000.  www.panasonic.ca 
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OCTOBER  I  20 


[Brownies 

FALL  COLORS  ARE  UNFOLDING,  AND  THIS  YEAR  IT'S 
shades  of  brown  for  watch  dials  and  straps.  Blancpain's 
platinum  Le  Brassus  Perpetual  Calendar  GMT  with 
Havana  Dial,  $64,100,  at  Blancpain  boutique,  New  York, 
(877)  520-1735,  www.blancpain.com;  Omega's  rose 
gold  DeVille  Rattrapante  chronograph,  $20, 180,  at  Omeg 
Boutique,  Rodeo  Drive,  (877)  816-6342,  www. omega 
watches.com;  Arceau  steel  chronograph  by  Hermes,  $5,6C 
at  Hermes  stores,  (800)  441-4488,  www.hermes.com. 
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BITTY  SLICKER 

1  f  iffy  weather  won't  keep  you  off  the  links,  make  room  in  your  bag  for 
I  a  waterproof  windbreaker.  Sun  Mountain's  Micro   is  one  of  the 
I  smallest,  rolling  into  a  canister  not  much  bigger  than  a  sleeve  of  golf 
balls.  $55.  www.sunmountain.com. 
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he 


Making  Change 


LOUIS  VUITTON'S  MONOGRAM  GROOM  COLLECTION— AN  ASSORTMENT 
of  small  leather  goods — hearkens  back  to  the  company's  Jazz  Era  travel 
wares.  Based  on  an  LV  advertisement  from  1921,  the  group  includes  coin 
purses,  wallets  and  agendas  with  a  variety  of  colored  bands  to  choose 
from.  Coin  purse,  $245  (shown).  Collection  ranges  from  $200  to  $625,  at 
Louis  Vuitton  boutiques,  (866)  VUITTON,  www.louisvuitton.com. 
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Kitchen 
Quintessential 

EVER  LOOK  AT  YOUR  KITCHEN  AND 
feel  like  starting  over?  For  $5,000,  you 
can  upgrade  your  cooking  fundamentals  in 
one  go  with  the  Masters  Collection,  an 
80-piece  "instant  gourmet  kitchen"  designed 
by  the  chef-gurus  at  Hyde  Park,  New  York's 
Culinary  Institute  of  America.  Includes 
everything  from  seven-ply-clad,  copper- 
centered,  stainless-steel  cookware  to 
a  formidable  cutlery  collection  to  a  digital 
scale  and  a  pizza  wheel,  www.ciacook.com. 


[new  wave  radio 


Polk  Audio's  new  i-Sonic  may  not  be  the  prettiest  component  on  the 
showroom  floor,  but  it  could  be  the  most  versatile.  As  a  radio,  it  picks 
up  standard  AM  and  FM  broadcasts,  XM  satellite  and  the  latest  big 
thing,  digital  HD  Radio.  It  serves  as  both  a  CD  and  a  DVD  player,  and 
connects  to  a  TV  or  a  game  console  via  a  simple  S-Video  cable.  And  th 
unit's  four  speakers  project  rich  bass  and  crisp  high  notes,  even  at  low 
volumes.  The  l-Sonic  would  serve  nicely  as  a  bedside  clock  radio — and  just  as 
well  as  a  full-on  home  theater  system.  $600.  isonic.polkaudio.com. 
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CONTINENTAL  FLYING  SPUR. 

NOT  EVERY  IMPORTANT  DECISION  IS  TAKEN  IN  THE  BOARDROOM. 


(The  hand-built,  552  hp  Continental  Flying  Spur.  Exercise  your  judgment. 


Atlanta  GA  •  Bellevue  WA  •  Bethesda  MD  •  Beverly  Hills  CA  •  Boston  MA  •  Columbus  OH 
Dallas  TX  •  Denver  CO  •  Downers  Grove  IL  •  Fort  Lauderdale  FL  •  Greenwich  CT 
High  Point  NC  •  Houston  TX  •  Las  Vegas  NV  •  Long  Island  NY  •  Manhattan  NY  «  Miami  FL 
Montreal  QC  •  New  Jersey  -  North  •  Newport  Beach  CA  •  Northbrook  IL  •  Orlando  FL  •  Palm  Beach  FL 
Palmyra  NJ  •  Pasadena  CA  •  Providence  Rl  •  Rancho  Mirage  CA  •  San  Diego  CA  •  San  Francisco  CA 
San  JuAn  PR  •  Santo  Domingo  DO  •  Scottsdale  AZ  •  Sewickley  PA  •  Silicon  Valley  CA  •  St.  Louis  MO 
Tampa  Bay  FL  •  Toronto  ON  •  Troy  Ml  •  Vancouver  BC  •  Zionsville  IN 


Bentley'  and  the  'B  in  wings'  device  are  registered  trademarks.  ©  2006  Bentley  Motors.  Inc. 
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Sole 
Survivor 

ollywood  has  its  Walk  of  Stars,  Rodeo  Drive 
Bj^Hfc  has  its  Walk  of  Style — great  names  in 

fashion  (photographer  Herb  Ritts,  designer 
I  Giorgio  Armani)  set  in  plaques  along  the 
famous  shopping  street.  This  month,  Salvatore 

rragan    joins  the  ranks,  and  it's  a  fitting  tribute: 
The  young  Italian  cobbler  moved  to  California  in 
1915  to  open  his  first  shop,  and  eventually  created 
shoes  for  screen  stars  from  Rudolph  Valentino  to 
Sophia  Loren.  To  mark  the  occasion,  the  company  is 
unveiling  limited-edition  footwear  as  opulent  as 
cinema's  Golden  Age.  Alligator  loafers,  $5,500,  at 
Salvatore  Ferragamo,  Beverly  Hills,  (310)  273-9990. 


mo*  „  1  k  »  G 


4> 


Note  Worthy 

NOT  TO  BE  UNPATRIOTIC,  BUT  EUROPEANS 
definitely  make  the  best  notebooks — Moleskine, 
Clairefontaine,  Rbodia — and  you  can  add  these 
faux-antique  journals  from  German  stationers 
Semikolon  to  the  list.  Their  covers  are  reproductions 
of  early  20th-century  French  texts;  their  blank 
pages  are  yours  for  the  doodling.  $12  at  the 
Conran  Shop.  (212)  755-9079,  www.conran.com. 
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SWING 
STATE 


PLAYGROUND  SWINGS  USUALLY  ELICIT  IMAGES  OF 
scuffed  sneakers  and  Popsicle-sticky  hands.  From 
Finnish  designer  Mikko  Karkkainen's  Tunto  Design  comes 
something  for  the  grown-ups.  These  updated  classics  are 
made  from  layers  of  birchwood  and  come  in  five  colors  and 
three  designs.  Shown:  "Wake  Up."  $100.  www.tunto.com. 


French  Idol 

VINTNER  AND  RESTLESS  ENTREPRENEUR 

Jean-Charles  Boisset  (his  family  firm  owns 
Sonoma's  DeLoach  Vineyards  and  numerous  French 
wine  properties,  among  much  else)  has  jumped 
into  the  crowded  vodka  arena  in  a  big  way  with 
IDOL  ($35).  The  remarkable  thing  about  IDOL  is 
not  so  much  that  it  is  made  from  grapes  rather 
than  grain — Burgundian  Pinot  Noir  and  Chardonnay, 
no  less — but  that  after  its  ballyhooed  seven 
distillations  and  five 
filtrations  you  can  still 
actually  taste  the  difference. 
It's  smooth,  alright,  but  it's 
the  fruity  roundness  in 
the  mouth  and  subtle  whiff 
of  spirituous  grape — like  a 
fine  Burgundy  marc — that 
gives  this  vodka  its  authentic 
and  appealing  character. 
www.  idolvodka.  com. 
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Lifeo 
The 
Party 

I  ust  what  the  living 
room  needs:  a 

J seven-foot-tall 
molded-polyester 
horse  lamp.  Swedisl 
collective  Front 
debuted  a  prototype 
of  this  equine  beaul 
at  the  Milan  furniture 
fair  last  spring,  prompting 
much  chatter  from  the 
European  design  press. 
This  fall,  Dutch  furniture 
manufacturer  Moooi  will 
release  it  in  the  U.S. 
Pricing  is  still  undecided, 
but  those  who  want  the 
first  horse  lamp  on  the 
block  (and  who  wouldn't?) 
should  put  their  names 
on  the  waiting  list 
now.  Available  through 
U.S.  Moooi  dealers, 
including  Ideas  for 
Living,  Albuquerque,  NM; 
(505)  266-5245, 
www.  ideasforliving.  com. 


my  Leica 


I  e  i  c  a  -  c  a  m  e  r  a .  u  s 


A  Leica  is  not  just  a  binocular. 
It  is  your  eyes,  ten  times  stronger. 
It  is  your  vision,  from  dawn  to  dusk. 
It  is  a  part  of  you. 


The  LEICA  ULTRAV1D  high-performance 
binoculars. 


The  EYE 

|  CORE 
[VALUES 


A  DOCTOR-TURNED-DISTILLER 
in  upstate  New  York  produces  a 
sweet  and  smoky  Bourbon  Barrel  Aged 
Apple  Port  that  will  complement 
chocolate  truffles  or  a  rich  cheese 
course.  $20.  Warwick  Valley 
Winery  &  Distillery,  (845)  258- 
4858,  www.wvwinery.com. 


American  Fruits 


Hudson  Valley 

Bourbon  Barrel  Aged 
Apple  Port 


i 


1 


Keeping  Up  with 
The  Windsors 

IN  THE  DAYS  BEFORE  SUPERYACHTS,  CRISTAL  AND  SPORTS  CARS, 
tapestries  were  the  ultimate  status  symbol.  Nothing  said  "rich"  quite  like 
a  6-by-12-foot  woven  portrait  of  the  duel  in  which  great-great-Uncle  Leicester 
met  his  fate.  Today,  commissioning  a  tapestry  by  Edinburgh's  Dovecot 
Studios  is  still  a  fairly  resounding  declaration  of  wealth,  perhaps  because,  in  the 
age  of  automation,  there  remains  an  appreciation  for  the  exactitude  of  the 
warp-and-weft  technique  of  hand  weaving.  (It's  said  that  the  late  Queen  Mother 
brought  a  Dovecot  tapestry  with  her  as  she  moved  back  and  forth  between 
royal  residences.)  Priced  $10,000  and  up,  a  Dovecot  creation  might  illustrate  a 
vignette  or  act  as  an  abstract  splash  of  color — the  studio,  established  in 
1912  by  the  fourth  Marquess  of  Bute,  prides  itself  on  its  collaborations  with 
artists,  designers  and  collectors  of  wildly  disparate  visions.  Shown:  "Benaderreen, 
designed  by  Barbara  Rae,  approximately  $26,500.  www.dovecotstudios.com. 
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Bell-Bottom  News] 

expect  upmarket  ZIP  codes  to  be  ringing  with  off-tempo 
renditions  of  "Cocaine"  this  Thanksgiving  weekend,  when  Fender 
releases  its  new  replica  of  Eric  Clapton's  "Blackie"  Stratocaster. 
The  legendary  guitar,  which  the  rocker  pieced  together  from  three 
Fenders  he  bought  in  Nashville  in  1970,  was  Claptons  main  instrument 
during  the  late  70s  and  early '80s  and  was  played  on  some  of  his  most 
popular  recordings,  including  461  Ocean  Boulevard  and  Slowhand.Wom  to 
within  an  inch  of  its  strings,  Blackie  was  retired  in  the  late  '80s,  then  offered 
at  auction  in  2004  to  benefit  Clapton's  Crossroads  Centre  for  addiction 
recovery  in  Antigua.  The  Guitar  Center  retail  chain  bit — for  an  astonishing 
$959,500.  This  replica  version,  part  of  the  Fender  Custom  Shop's  "Tribute 
Series,"  copies  Blackie  to  almost  absurd  detail — right  down  to  the  flaked 

finish,  cigarette  burns  on  the  headstock  and  worn-to-hell 
alder  body  All  work  was  done  by  hand  by  a  team  of 
"master  builders"  who  consulted  closely  with  Clapton 
throughout  the  process.  He  was  apparently  impressed, 
playing  a  prototype  onstage  at  London's  Royal  Albert 
Hall  earlier  this  year.  And  Guitar  Center,  which  is 
selling  185  Blackies  nationwide  for  $24,000  each 
starting  the  day  after  Thanksgiving — a.k.a. 

"Black  Friday" — doubtless  hopes  Clapton  fans 
will  be,  too.  Who'd  lay  down  $24,000  for  a 
beat-up  Strat  they'd  probably  pass  over  at 
a  garage  sale?  There's  a  guitar  player 
born  every  minute,  www.fender.com/ 
Clapton,  after  October  16. 
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Salmon  on 
The  Line 


MAGICALLY,  THE  FEDERAL  GOVERNMENT  HAS  YET  TO  CONFRONT 
e  crisis  in  ringtone  pollution,  meaning  that  the  day  may  soon  arrive 
nen  you're  actually  trapped  on  a  commuter  train  between  Britney 
ears's  "I'm  a  Slave  4  U"  and  the  Law  &  Orc/ertheme.  However, 
website  called  www.salmonreel.com  is  fighting  back  with  a  collection 

Dnes  featuring  some  of  fly-fishing's  rarest  and  most  beloved 
els,  such  as  the  Zane  Grey,  the  Angel  and  the  Brass  Perfect.  British 
itdoorsman  Richard  Hewitt  recorded  the  selection  of  pleasing  zings 
id  whirs  at  the  legendary  tackle  manufacturer  Hardy's  museum  in 
igland.  Outdoor  photographer  John  Bailey's  wide  selection  of  fly-fishing 
■ages  are  also  available  for  download  to  your  cell  screen.  Ringtone 
:es  range  from  roughly  $6  to  $10,  a  portion  of  which  is  donated  to  the 
rth  Atlantic  Salmon  Fund's  preservation  efforts.  Note:  Fly-fishing 
/otees  should  check  out  Hewitt's  www.fishandfly.co.uk. 


SMOKESTACK 
LIGHTNIN' 

traight  from  Tailgating 
No-Brainers  101:  The 
Smokestack  Company's  four 
varieties  of  herb-blended 
wood  chips  (alder, 
applewood,  hickory  and  mesquite) 
not  only  produce  fine,  aromatic 
"culinary  seasoning  smoke"  but  come 
with  a  reusable  aluminum  "fill  & 
grill"  canister.  Pour  in  the  chips — no 
soaking  necessary — place  the 
canister  on  the  coals  and  sip  from 
your  flask  while  it  puffs  away  like  a 
smoky  little  tea  kettle.  Each  $6,  with 
enough  combustibles  for  six  grillings. 
www.  thesmokestackco.  com. 
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After  the  Flood 


"We're  hoping  to  be  open  seven 
days  again  like  we  used  to  be,"  says 
Tommy  Tusa  of  the  French  Quarter's 
Central  Grocery,  now  open  Tuesday 
through  Saturday.  "But  a  lot  of 
people  in  New  Orleans  are  hoping  for 
a  lot  of  things."  And  a  lot  of  them — 
the  Central  Grocery  included — have 
battled  back,  reminding  us  why 
this  quirky,  feisty,  ultraindividualistic 
city  is  one  of  America's  most 
indispensable  cultural  treasures. 


The  Central  Grocery] 


Call  it  moo-foo-LOT-uh, 
muff-a-LETTA,v/hale\ier — 
the  muffuletta,  a 
massive  sandwich 
of  sliced  Italian  meats 
and  cheeses  topped  with  a 
proprietary  olive  salad  mix,  is 
as  NOLA  as  crawfish  etouffee. 
The  argument  rages  over 
who  builds  the  best — some  favor 
the  Napoleon  House,  or  the 
Progress  Grocery  in  Metairie — 
but  the  Central  Grocery  on 
Decatur  Street  is  where 
it  all  began.  Order  a  quart  jar 
of  its  olive  salad  ($11).  If 
you've  got  a  serious  jones  on, 
you  can  have  three  complete 
sandwiches  (which  will  feed 
six  to  eight)  overnighted  to  you 
for  $96.  (504)  523-1620. 


BASIN 
STREET 
RECORDS 

IF  YOU  CAN'T  GET  TO  TIPITINA'S  TO 
shake  it  yourself,  Mark  Samuels's  Basin 
Street  Records  lets  you  open  up  a 
can — or  at  least  a  CD  case — of 
New  Orleans's  club  sound.  Check  out 
this  nine-year-old  local  indie  label's 
website  for  foot-stomping  clips  by 
the  likes  of  Dr.  Michael  White,  Jon  Cleary; 
Theresa  Andersson  and  Los  Hombres 
Ca I ientes.  www. basinstreetrecords. com. 
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Lazier,  higher  bars;  footboards  to  stretch  your  feet  out  on  and  a  more  generous  seat  for  the  passenger. 
And  that  motor  -  2,294  cc's  gently  massaging  the  vital  organs  of  anyone  you  pass. 


That'll  be  practically  everybody  then. 


www.triumphmotorcycles.com 
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A  GALLERY 
FOR  FINE 
PHOTOGRAPHY 


Photographer  Joshua  Mann  Pailet  presides 
over  this  elegant,  loftlike  two-story  gallery 
on  Chartres  Street  in  the  French  Quarter. 
It  has — for  sale — a  collection  that  would 
be  the  envy  of  most  museums,  from  early  ambrotypes 
to  recent  work  from  contemporary  photographers. 
You  can  get  lost  in  wonder  just  browsing  its 
200-plus-page  online  inventory,  with  work  like  E.J. 
Bellocq's  Striped  Stockings,  Storyville  Portrait  from 
1912,  shown  here  and  printed  by  the  photographer 
Lee  Friedlander  ($2,500).  www.agallery.com. 
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|Second 
[Line  Clothing 


IN  NOLA  JAZZ-SPEAK, 
the  "Second  Line"  is  the 
crowd  of  people  dancing 
in  the  street  behind  a  band 
or  parade.  To  designer 
Alton  Osborn,  an  eighth- 
generation  New  Orleanian, 
it  is  the  inspiration  for  his 
handmade,  "creolized" 
fashions,  which  evoke  the 
multicultural  melting  pot  of 
the  city  with  bold-colored, 
natural  fabrics  sourced 
from  Africa,  Asia  and  South 
America.  Clients  like  the 
Neville  Brothers  know  what 
Osborn  means  when  he 
says,  "I  try  to  inject  a  little 
Mardi  Gras  into  everything 
I  make."  (504)  352-1160, 
www.altonosborn.  com. 


Flavor  Paper 


WALL-COVERING  SUPPLIERS  TO  THE  HIPOISIE  NATIONWIC 
(including  Jonathan  Adler,  W  Hotels  and  David  Yurman),  Flavo 
Paper  lucked  out:  Its  "Flavor  Lab"  printing  facility  is  cheek-by-jo| 
with  the  river  in  the  aptly  named  Bywater  District  of  the  flood- 
struck  9th  Ward.  Though  left  without  gas,  water  or  electricity  fori 
time,  Flavor  Paper  was  able  to  resume  printing  last  November, 

only  two  months  after  Katrina. 
The  company  ("Established  1970 
{Sort  of...]")  produces  gorgeous, 
cheeky,  William  Morris-meets-Jim 
Hendrix  wallpapers  that  are  all  hanc 
screened  using  water-based  inks — 
and  they  are  an  eyeful,  including 
the  2006  New  Orleans  Rebirth 
Collection,  www.flavorleague.com. 
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ibFX:  No  Compromise  FX  Trading 


bFX  from  Deutsche  Bank  combines 
fie  financial  strength  of  the  world's 
o.  1  Foreign  Exchange  bank*,  with 
n  online  trading  platform  designed 
>r  individuals. 


Execution  -  Streaming  executable 
pricing. 

Service  -  Dedicated  24  Hour 
Support** 

Financial  Strength  -  AA-Credit 
Rating 


Start  trading  with  a  FREE  virtual  account  at  www.dbFX.com 


3  advertisement  has  been  approved  and/or  communicated  by  Deutsche  Bank  AG  London.  The  services  described  in  this  advertisement  are  provided 
Deutsche  Bank  AG  or  by  its  subsidiaries  and/or  affiliates  in  accordance  with  appropriate  local  legislation  and  regulation.  ©  2006  Deutsche  Bank, 
romoney  2005  &  2006  "Market  hours. 


DESIGNED  BY  CONTROL  FREAKS  FOR  CONTROL  FREAKS. 


The  2007  Buick  Lucerne.  Available  with  Magnetic  Ride  Control, 
StabiliTrak2— Stability  Control  System  and  traction  control. 
Starting  at  $26,190.  As  shown  $35,210.* 


*MSRP.  Tax,  title,  license,  dealer  fees  and  optional  equipment  extra. 

©2006  GM  Corp.  All  rights  reserved.  Lucerne  is  a  registered  trademark  of  General  Motors  Corporation. 
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jbig-powder  montana  I  s 
warming  napa  I  brazil  bu; 

apore  swing  |  sounds  of  austin  | 
1  brown's  rebound  I  Chicago  sleek 
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TEXAS 


AliSfif):  Live  music  is  the 
leisure  activity  of  choice 
in  Central  Texas — football  and 
church  notwithstanding — and 
there  is  no  place  to  sample 
it  like  Austin,  where  dozens  of 
performers  play  on  any  given 
night,  with  an  influx  of  new 
blood  from  several  permanently 
relocated  Katrina  refugees. 
You  really  can't  go  too 
far  wrong  here.  Just  avoid  the 
town's  tourist  ring  of  Hell, 
the  notorious  Sixth  Street. 
Anyone  who  points  you  there 
to  hear  music  probably 
puts  Cheez  Whiz  on  his  nachos. 

One  recent  visit  was 
preceded  by  the  death  of 
CLIFFORD  ANTONE,  godfather  to 
the  city's  blues  scene  and 
owner  of  an  eponymous  club 
on  Fifth  Street.  Only  56  hard- 
living  years  old,  Antone  looked 
85,  having  spent  time  "away" 
for  tax  evasion  and  possession 
with  intent  to  distribute, 
but  that  only  made  him  more 
lovable  to  the  citizenry,  who 
jammed  his  club  starting 
in  mid-afternoon  for  their  own 
version  of  a  jazz  funeral, 
with  an  altar  of  flowers,  photos 
and  cards,  and  a  jam  session 
featuring  such  local  guitar 
luminaries  as  Charlie  Sexton  ^ 


< 


Buckwheat  ZydeeVat  The  Oaks 


And  why  not? 


Looking  do 
on  creation  at  I 
Sky  Res 


MONTANA 


Big  Sky  Believe  me  when  I  tell  you  I  could  smell  the  adrenali: 
in  the  tiny  tram  at  BIG  SKY,  which  was  rapidly  ascending  a  sheer  rock  fa 
to  the  11,166-foot  summit  of  Lone  Mountain.  Crammed  inside  wi 
me  were  a  dozen  pumped-up  dudes  and  dudettes,  gazing  out  at  t 
seemingly  limitless  expanse  of  peaks  and  the  vast  sky  that  gives  t" 
Montana  resort  its  name.  Below  us  lay  the  two  destinations  that  wc 
ship  at  the  feet  of  this  imposing  peak.  Big  Sky  Resort,  opened  in  19 1 
by  the  late  NBC  newsman  Chet  Huntley,  was  directly  below.  On  t 
mountain's  north  side  was  MOONLIGHT  BASIN,  a  real-estate-developmer 
turned-ski-lodge  in  2003.  Like  most  of  the  other  skiers  and  boarde 
on  this  tram,  I'd  been  happily  skiing  between  the  two.  The  Big  Sk 
Moonlight  Basin  combo  offers  5,512-acres  of  terrain,  a  number  th 
nudges  223  boastful  acres  ahead  of  Vail's  5,289  to  make  it  the  largest 
America.  And  it's  why  my  tram-mates  were  so  jazzed  about  accessing  t 
gnarliest  in-bounds  terrain  this  side  of  the  Alps.  •  "It's  blowing  a  lit 
hard  up  here,"  says  a  guy  wearing  enough  gear  to  ascend  Everest  as  we  st 
our  ol  the  gondola.  I  lard?  I'm  being  blown  backwards  on  my  skis  ^| 
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HAEL  WALTRIP,  two-time  Daytona  500  champion  (2001  &  2003) 


•'••••'•■"•••■•'■••■/.... 
,  v  .15  26  27  2*^'^ 


ECO-DRIVE  Calibre  9000 
Minute  Repeater 


UNSTOPPABLE. 


MICHAEL  WALTRIP  IS. 

So  is  his  Citizen  Eco-Drive. 

Fueled  by  light, 

it  never  needs  a  battery. 

IT'S  UNSTOPPABLE. 

Just  like  the  people  who  wear  it. 


CITIZEN 

ECO-DRIVE 
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and  Jimmie  Vaughan  that 
lasted  until  well  after  2  a.m. 
As  with  all  the  best  clubs  in 
Austin,  the  sightlines  at 
Antone's  are  good,  the  crowds 
friendly.  (No  need  to  push  your 
way  to  the  front — people  will 
stand  aside  for  you  unasked.) 

STUBB'S,  on  Red  River 
Street,  is  as  renowned  for  its 
music  bookings  as  its  barbecue 
(and  the  latter  is  no  slouch). 
It's  a  large  outdoor  venue 
behind  the  restaurant  in  the 
shadow  of — but  seemingly 
oblivious  to — Interstate  35. 
Recent  bookings  have  included 
hip-hop  granddaddies  The 
Roots,  funk  legend  Maceo 
Parker  and  English  "blue-eyed 
soul"  crooner  James  Hunter. 

South  of  the  Colorado 
River,  which  bisects  downtown, 
in  an  area  dubbed  SoCo  (for 
South  Congress),  lurks  the 
CONTINENTAL  CLUB,  haven  for 
local  bands  of  ill  repute  in 
the  '80s  but  now  featuring 
grown-up  graduates  of  those 
bands  such  as  Jon  Dee  Graham 
and  Alejandro  Escovedo, 
who  made  the  transition  from 
punks  to  successful  singer- 
songwriters.  James  McMurtry 
also  plays  weekly. 

THREADGILL'S  new  location 
(301  West  Riverside  Drive), 
with  outdoor  seating  and  an 
outdoor  stage,  may  not  be  the 
one  where  Kenneth  Threadgill 
famously  discovered  Janis 
Joplin,  but  it's  full  of  history 
and  Texas  paraphernalia 
(and  on  the  site  of  the  old 
Armadillo  World  Headquarters, 
a  venue  still  beloved  26 
years  after  the  wrecking  ball). 
The  stick-to-your-ribs  Southern 
fare  is  best  expressed  in  a 
gospel  brunch  on  Sundays. 
Get  there  early. 

Tired  of  moseying  through 
town  and  want  to  get  behind 
the  wheel?  Three  suggestions 
come  to  mind:  THE  BROKEN 
SPOKE,  a  genuine  country 
honky-tonk  in  South  Austin 
that  should  really  have  a  metal 
detector  at  the  door,  and 
GRUENE  HALL,  an  old-style 
dance  hall  in  New  Braunfels, 
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and  my  face  is  getting  some  unwanted  dermabrasion  from  driven 
snow.  Later,  I'll  learn  that  the  wind  was  clocked  at  80  miles  per 
hour.  But  I  won't  know  that  until  I  ski  down  Marx,  one  of  Big 
Sky's  famous  Dictator  Chutes.  That's  dictators  as  in  Castro, 
Lenin  and  Marx  (an  honorary  dictator,  I  guess). 

I  am  sweating  bullets  as  I  ski  down  the  thick  wind-blasted  powder  on  Marx,  which  tu 
out  to  be  steeper  than  anything  I'd  ever  wanted  to  ski.  How  steep?  Let's  put  it  this  way: 
I  fell,  I'd  probably  end  up  in  Utah. 

Hence  the  attraction.  "You  can  come  off  the  very  summit  of  this  peak,  light  your  hair 
fire,  and  jump  or  scream  with  ecstasy  or  total  terror,"  says  Lee  Poole,  Moonlight  Basin's  pr: 
cipal  owner.  "But  you  need  more  guts  than  you  can  hang  off  a  fence  to  do  it." 

Or  you  can  cruise  your  way  into  corduroy  bliss.  Because  for  every  local  I  saw  with  duct  t; 
on  his  jacket,  there  were  dozens  of  well-heeled  doctors,  lawyers  and  corporate  chiefs  fr< 
Minneapolis,  Detroit  and  Chicago.  They  were  enjoying  the  exceptionally  long  and  we 
groomed  runs  and  the  absence  of  crowds. 

Of  course,  that  doesn't  include  the  squadrons  of  builders  who  descend  into  Big  Sky  ai 
Moonlight  Basin  every  morning,  making  the  twisting  two-lane  drive  down  Route  191  fr< 
Bozeman  to  erect  multimillion-dollar  vacation  houses. 

One  wonders  why  the  construction  boom  took  this  long.  Yellowstone  National  Park 
few  miles  down  the  road.  The  Gallatin  and  Madison  rivers,  nirvana  for  the  fly-fishing  set, 
within  casting  distance.  The  skiing  is  about  as  good  as  it  gets,  and  summertime  leaves  you 
your  own  devices,  assuming  those  include  mountain  biking  and  hiking. 

Most  of  the  development  action  is  in  Moonlight  Basin,  which  sits  on  8,000  acres  of  so 
of  the  most  beautiful  land  in  southwestern  Montana,  which  is  saying  plenty.  The  developi 
plan  to  use  only  about  half  of  those  acres,  keeping  the  rest  in  protected  status.  The  loc 

ing  is  a  bevy  of  newly  built  horn 
condos,  town  homes  and  cabins, 
adhering  to  a  strict  Western  stoi 
and-timber  aesthetic.  I  found  mys 
in  the  Cowboy  Heaven  luxury  suil 
in  an  860-square-foot  two-bedrot 
Cowboy  Cabin.  Cowboys  shot 
have  it  so  good,  with  handso: 
leather  chairs  and  DirecTV.  Is" 
to  mention  drop-dead  views  of  j 
Spanish  Peaks  range,  best  appre 
ated  from  my  private  alfresco  hot  4 
Moonlight  Lodge  is  the  develc 
ment's  centerpiece,  with  a  spa,  i 
Timbers  restaurant  and  a  thr« 
story  stone  fireplace  on  which  th 
stuffed  mountain  goats  cavort.  1 
rest,  including  a  village  and  a  Ja 
Nicklaus  signature  golf  course, 
under  construction. 

Next  door,  Big  Sky  offers  huge,  open  boulevards,  six  and  eight  car  lanes  wide,  as  if  the 
cals  race  tractor  trailers  down  here  in  the  off-season.  And  those  endless  steeps,  as  I  discove 
in  my  brush  with  Herr  Marx.  The  ski  village,  however,  while  a  welcome  hive  of  activity, 
long  been  an  architectural  hodgepodge. 

"We're  not  as  sophisticated  as  Europe,  but  we  shouldn't  be,"  notes  Taylor  Middleton,  1 
Sky's  general  manager.  'We're  Montana."  \% 


Moonlight  waltz: 
snow  season  at 
Moonlight  Lodge 
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about  30  miles  south,  that's 
a  favorite  of  Lucinda  Williams, 
Steve  Earle  and  other 
alt-country  luminaries.  But  my 
favorite  is  a  brand-new  venue 
in  the  middle  of  nowhere, 
about  15  miles  northeast  of 
town.  Called  THE  OAKS,  it's  a 
sprawling,  ramshackle  building 
of  no  particular  distinction. 
But  there  is  an  outdoor  stage, 
with  table  and  bleacher 
seating,  an  enormous  dance 
area  on  the  side  and  $2 
beers.  Couples  bring  their 
children,  and  disparate 
acts  like  Buckwheat  Zydeco 
and  Bill  Kirchen  bring  their 
instruments.  As  a  way  to 
pass  a  Saturday  evening,  not 
much  can  beat  it. 

—LORRAINE  CADEMARTORI 
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But  it's  a  new  Montana.  Middleton  notes  that  December  2007  will  see  the  opening  of  f 
ski-in,  ski-out  suites  at  the  base  of  Big  Sky,  units  expressly  designed  for  slope-side  entertaii 
ing.  In  a  valley  where  the  houses  are  spread  out  for  miles  around  the  talismanic  Lone  Mountai 
he  anticipates  that  there  will  be  plenty  of  takers  for  the  ski-resort  equivalent  of  a  stadium  bo 

When  night  falls,  the  best  dining  is  down  the  road  on  Route  191.  BUCK'S  T-4  LODGE  is  a  ran 
bling  roadhouse,  with  log  walls,  stone  fireplaces  and  trophy  heads.  Not  to  mention  its  restai 
rant,  which  has  a  wine  list  that  includes  Chateau  d'Yquem  and  some  hard-to-find  Oregcj 
Pinot  Noirs.  That  list  is  paired  with  a  menu  that  offers  Snake  River  Farms  Kobe  beef  an 
Martinsdale  Colony  Hutterite  duck. 

Even  more  astonishing  is  nearby  RAIHBOW  RANCH  LODGE.  Proprietor  Patrick  Hurd  has  turni 
this  former  fishing  camp  along  the  Gallatin  River  into  one  of  the  best  restaurants  in  tl 
Rockies.  You  come  here  for  Gorgonzola-crusted,  bone-in  buffalo  rib  eye  or  red-wine-brais^ 
Montana  lamb  shank.  Below  the  dining  room  is  a  stone-walled  cave  that  stores  hundreds ) 
bottles,  including  every  vintage  of  Romanee  Conti  from  1994  to  2004. 

"We  still  don't  have  the  fur  parade  around  here,"  Hurd  says,  uncorking  a  Griiner  Veltlinij 
"I  don't  think  Big  Sky  will  ever  be  about  being  seen." 

He  might  be  right.  When  it  comes  to  the  nightlife  scene,  locals  refer  to  "blank-stare  bail 
where  an  excess  of  Moose  Drool  Brown  Ale  induces  walking  catatonia.  There's  not  much  e| 
to  attract  the  nip-and-tuck  crowd.  But  no  one  seems  to  mind.  That  big  mountain  is  all  th 
really  matters.— EVERETT  POTTER 
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Downtown  A  woman  of  a  certain  age  (and  then  some)  shuffles  into  the  lobby  of  the  welcoming  ne 
JAMES  CHICAGO  hotel  and  wonders  aloud  (to  nobody  in  particular),  "What  on  earth  is  going  on  here?"  •  Th 
hotel  is  on  the  corner  of  Rush  and  Ontario,  steps  from  the  Magnificent  Mile,  but  clearly  a  universe  awaj 
from  the  lady's  memories  of  the  place.  "Boy,  I'll  tell  ya,"  she  says  in  broad  Midwestern  tones,  "they  ca 
really  change  a  building  on  ya."  •  Once  the  site  of  a  dowdy  business  hotel,  the  James,  now  home  to  Chicago 
chicest  new  guest  rooms,  steakhouse,  bar  and  spa,  is  as  crisp  and  fresh  as  opening  day  at  Wrigley.  On 
low-slung  sofa  that  runs  the  length  of  the  reception  area,  a  stylish  young  businessman  in  chunky  eyewea 
silently  taps  out  messages  on  his  BlackBerry.  His  partner,  slinky  and  relaxed,  is  kicked  back  with  her  copy  of) 
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SPECIAL   ADVERTISING  SECTION 


MASTERPIECES  OF 

FRENCH 


JEWELRY 


National  Jewelry  Institute  at  The  Forbes  Galleries 


FOR  MOST  OF  THE  TWENTIETH  CENTURY,  THE  FRENCH  DOMINATED  THE  WORLD  OF 
precious  jewelry.  The  grand  city  of  Paris  was  home  to  hundreds  of  fashionable  ateliers, 
retailers  and  individual  artisans  who  created  and  sold  the  world's  most  magnificent  jewels, 
including  Cartier,  Van  Cleef  &  Arpels,  Boucheron  and  Lalique.  Moreover,  the  City  of  Lights 
attracted  the  world's  most  distinguished  clientele,  men  and  women  of  great  taste  and 
style  who  purchased  these  precious  baubles  and  gave  the  industry  its  raison  d'etre.  As 
the  century  progressed,  Paris  remained  not  only  in  the  forefront  of  every  design  trend  — 
Art  Nouveau,  Edwardian,  Art  Deco,  Post  War  and  Contemporary  —  but  executed  stunning 
examples  of  jewelry  in  each  genre  that  could  rightly  be  called  masterpieces. 
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Taj  Mahal  Diamond  Necklace 

Cartier,  c.1970 
18K  gold,  diamond,  rubies 
Dame  Elizabeth  Taylor 


Right:  Bow  Brooch 

Van  Cleef  &  Arpels,  c.  1955 
18K  gold,  agate,  diamonds 
Fred  Leighton 


n  the  nineteenth  century,  Napoleon  I  implemented  strict 
rules  and  standards  for  the  jewelry  industry.  For  example, 
the  use  of  any  gold  of  lesser  purity  than  18  karats  could 
result  in  jail  terms  for  the  employees  of  that  workshop, 
and  all  jewels  had  to  be  stamped  to  identify  the  manufac- 
turer and  the  metals  employed.  In  addition,  during  that  period,  the 
French  formalized  an  apprentice  system  that  helped  strengthen 
the  industry.  The  result  of  all  these  government  regulations  was  a 
strong  industry  that  boasted  a  true  atmosphere  of  creativity.  That 
attitude  continues  in  France  to  this 
day,  which  helps  explain  the  origin 
of  the  many  brilliant  masterworks 
on  display  in  this  show. 


Cover:  clockwise  from  top 

Brooch  with  Two  Snake  Heads 

Boucheron,  1900 
1  8K  gold,  silver,  garnet, 
diamonds,  emeralds 
Private  Collection,  New  York 

Bird  Clip 

Mellerio  dits  Meller,  c.  1952 
18K  gold,  platinum,  diamonds, 
ruby,  plique-a-jour  enamel 
Private  Collection,  New  York 

Panther  Brooch 

Cartier,  1928 
Diamonds,  onyx,  coral,  base  platinum 
Private  Collection,  New  York 

Flower  Brooch 

Van  Cleef  &  Arpels,  1976 
Rubies,  sapphires,  diamonds 
C  ollection  of  Iris  Cantor 


Among  the  most  dazzling  pieces  to  be  found  at 
The  Forbes  Galleries  are  Rene  Lalique's  intri- 
cate gold  and  enamel  Dog  Collar  Plaque  fea- 
turing two  women,  one  of  whom  is  practically 
transparent;  a  Cartier  and  De  Sedles  platinum, 
sapphire  and  diamond  Art  Deco  necklace  - 
which  can  also  be  worn  as  two  bracelets  and  a 
brooch  —  that  was  owned  by  cereal  heiress 
Marjorie  Merriweather  Post;  the  one-of-a-kind 
Taj  Mahal  Diamond  Necklace,  which  was 
given  to  Dame  Elizabeth  Taylor  by  her  then- 
husband  Richard  Burton  on  her  40th  birthday; 
a  Van  Cleef  &  Arpels  ruby,  sapphire  and  dia- 
mond flower  brooch  that  was  created  in  1976 
for  the  U.S.  Bicentennial;  and  the  magnificent 
silver,  platinum,  Montana  sapphire  and  dia- 
mond blue  butterfly  brooch  created  by  the 
contemporary  jeweler  JAR. 


Masterpieces  of  French  Jewelry, 
which  marks  Forbes'  third  exhi- 
bition with  the  National. Jewelry 
Institute  (NJI),  will  be  on  display 
at  The  Forbes  Galleries  through 
December  30,  2006.  (After  it 
closes,  the  show  will  travel  in 
February  to  The  Fine  Arts 
Museums  of  San  Francisco.)  This 
remarkable  exhibition  of  more 
than  1 50  exquisite  pieces  spans 
125  years  of  unparalleled  artistry 
and  celebrates  the  unique  attrib- 
utes of  French  jewelry  and  its 
creators,  as  well  as  its  impact  and 
influence  on  American  culture. 


ADVERTISEMENT  4 


Peacock  Brooch 

Georges  Fouquet,  1901 
1  8K  gold,  opal,  pearl, 
demantoid  garnets,  enamel 
Private  Collection 


Landscape  Brooch 

Maker  unknown,  c.  1885 
Gold,  silver,  diamonds,  pearls,  enamel 
Private  Collection,  New  York; 
formerly  owned  by  Jacqueline  Kennedy  Onassis 


OUVEAU 


S  THE  TWENTIETH  CENTURY  DAWNED,  THE  PREEMINENT 
style  of  the  European  design  world  was  Art  Nouveau.The  name 
of  the  movement  was  derived  from  Samuel  Bing's  1895  exhibi- 
tion in  Paris  entitled  "Salon  de  l'Art  Nouveau,"  which  featured 
such  amazing  artists  as  the  sculptor  Auguste  Rodin  and  the 
glassmaker  Louis  Comfort  Tiffany.  While  France  was  the 
center  of  Europe's  cultural  universe,  similar  movements,  such  as  Germany's 
Jugendstil  and  Austria's  Sezessionstil,  flourished  throughout  the  continent.  In 
1900,  the  Art  Nouveau  movement  reached  its  apex  with  the  Exposition 
Universelle  de  Paris,  which  showcased  the  finest  work  from  around  the  world 
and  attracted  over  50  million  visitors. 

The  jewelry  and  decorative  arts  of  the  Art  Nouveau  period,  which  contin- 
ued through  1 907,  actually  owed  a  certain  debt  to  the  work  of  Japanese  artisans 
of  the  nineteenth  century.  Until  Japan  was  opened  to  the  West  in  1858, 
Europeans  had  seen  very  little  of  that  country's  work  and  idiosyncratic  imagery. 
Once  exposed  to  that  Far  Eastern  culture,  many  artists  of  the  Art  Nouveau  era 
borrowed  liberally  from  the  Japanese  style  of  asymmetry  and  fondness  for  intri- 
cate, almost  hidden  details.  Typical  of  that  style  was  the  1885  Landscape 
Brooch  that  was  a  favorite  of  former  First  Lady  Jacqueline  Kennedy  Onassis. 

Moreover,  just  as  the  Japanese  experimented  with  the  use  of  enamels  and 
mixed  metals,  so  did  the  practitioners  of  the  Art  Nouveau  period. 
Furthermore,  many  prominent  designers,  including  Vever,  Lucien  Gautrait  and 
Eugene  Feuillatre,  chose  to  limit  their  use  of  diamonds,  and  instead  used 
semiprecious  stones  such  as  opals,  moonstones  and  demantoid  garnets  because 
they  prized  their  visual  value  over  their  monetary  worth.  While  diamonds,  the 
predominant  stone  of  the  nineteenth  century,  still  ornamented  many  pieces, 
they  were  noticeably  absent  from  some  of  the  period's  masterworks,  such  as 
Feuillatre 's  Swan  Ring  or  Georges  Fouquet's  Peacock  Brooch.  Some 
designers,  such  as  Joe'  Descomps,  even  relied  heavily  on  the  use  of  enamel  to 
give  their  pieces  shine  and  sparkle. 


MAIKO  RING 


eef  &  Ar'pels 
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The  work  of  the  Art  Nouveau  era  was  extremely  ornamental  and  character- 
ized In  the  use  of  flowing  lines,  as  evidenced  by  the  sensual  curves  in  the  hair 
seen  in  Falguiercs'  Sappho  Pendant  of  gold,  enamel,  diamonds,  opal  and 
ivory,  or  the  "wings"  of  Fouquet's  Winged  Chimera  Brooch,  made  of  gold, 
pearls,  emeralds,  diamonds  and  enamel.  Indeed,  one  of  Art  Nouveau 's  most 
popular  themes  was  the  voluptuous  female  form  —  especially  that  taken  from 
Greek  mythology.  For  example,  the  goddess  of  love  was  brought  thrillingly 
to  life  in  Fouquet's  Birth  of  Venus  Pendant,  made  of  gold,  pearl,  ivory 
and  enamel.  Another  sparkling  example  is  the  lovely  Belle  de  Nuit  Brooch, 
featuring  an  ivory  carving  of  a  woman  by  Edmond  Becker. 

Nature  and  the  animal  kingdom  also  provided  a  great  deal  of  inspiration  for 
the  artists  of  the  Art  Nouveau  movement.  Nowhere  is  this  more  evident  than 
in  the  work  of  Boucheron,  who  was  a  forerunner  of  the  style  beginning  in  the 
late  1880s  with  such  beautiful  pieces  as  the  Acacia  Branch  Brooch,  the 
Engraved  Diamond  and  Ruby  Butterfly  Brooch  —  in  which  one  can 
practically  feel  the  butterfly's  movement  —  and  a  lifelike  Cat  Perfume 
Bottle.  In  1900,  the  firm  created  his  signature  gold  and  diamond  Brooch 
with  Two  Snake  Heads,  with  an  enormous  garnet  connecting  the  two 
reptile  heads. 


A  bo  ve:  Winged  Chimera  Brooch 

Georges  Fouquet,  1902 

18K  gold,  pearls,  emeralds,  diamonds,  enamel 
Private  Collection 


Top  left:  Handpainted  Jeweled  Fan 

Luigi  Loir,  c.  1 900 

1  8K  gold,  diamonds,  watercolor  on  paper 
Private  Collection 


Opera  Glasses 

Le  Sache,  c.1900 

1 8K  gold,  ivory,  enamel 

Private  Collection,  New  York 
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Perhaps  no  designer  best  exemplified  the  period  —  or  made  more  of  a 
sensation  within  it  —  than  Rene  Lalique.  Born  in  1860,  Lalique  spent  much 
of  his  childhood  and  adolescence  in  the  countryside,  where  he  was  instantly 
captivated  by  his  surroundings,  content  to  sit  for  hours  studying  the  form  of 
a  plant.  By  the  age  of  15,  he  was  painting  miniature  flowers  on  ivory  sheets 
and  selling  them.  Forced  to  support  his  family  at  age  16  following  his  father's 
death,  he  became  an  apprentice  to  the  Parisian  jeweler  Louis  Aucoq,  and  in 
his  mid-twenties  became  a  freelance  jewelry  designer  for  Boucheron  and 
Cartier,  among  others.  In  1890  he  opened  his  own  shop,  in  which  he  began 
experimenting  with  the  forms  and  materials  that  would  place  him  in  the 
pantheon  of  great  designers. 

No  single  piece  had  more  impact  on  his  career  or  his  legacy  than  the  series 
of  five  patinated  bronze  and  bejeweled  Butterfly  Women  —  each  assuming  a 
different  pose  —  that  greeted  visitors  at  the  Paris  Exposition  Universelle  in 
1900.  Gauze  fabric  was  placed  between  the  wings,  and  these  jeweled  creations 
were  then  pinned  on  the  fabric.  Another  highlight  of  that  groundbreaking 
show  was  Lalique 's  Insect  Woman  and  Black  Swans  Necklace,  made  of 
gold,  amethysts,  opals  and  enamel,  which  displayed  the  dark  side  of  nature. 
The  show  itself  was  further  immortalized  by  Luigi  Loir  in  a  beautiful  gold 
and  diamond  jeweled  fan  with  Parisian  scenes  hand-painted  on  both  sides. 


Left:  Insect  Woman  and 
Black  Swans  Necklace 

Lalique,  c.  1900 

18K  gold,  enamel,  Australian  opals, 
Siberian  amethysts 

Collection  of  The  Metropolitan  Museum  of  Art, 
Gift  of  Lillian  Nassau,  1985 

Below:  Pendant  Necklace 

Lucien  Gautrait,  c.1900 

18K  gold,  turquoise,  pearl,  diamonds,  enamel 
Private  Collection,  New  York 


■ 
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EDWARDIAN 


THE  EDWARDIAN  PERIOD  WAS  NAMED 
in  honor  of  King  Edward  VII,  the  eldest 
son  of  Queen  Victoria,  who  was  nearly 
60  years  old  when  he  finally  ascended 
the  British  throne  in  1901 .  He  reigned  until 
his  death  in  1910,  and  during  that  brief  interim  he  visited 
France  on  many  occasions,  becoming  the  first  British  monarch  to  visit  Russia. 
The  Edwardian  era,  however,  lasted  another  decade  until  the  end  of  World 
War  I.  Despite  its  brevity,  the  period  nonetheless  had  significant  influence  on 
the  jewelry  industry. 

In  keeping  with  King  Edward's  love  of  formalwear  and  fashion,  Edwardian 
jewelry  was  highly  elegant  and  often  quite  opulent,  as  evidenced  by  the 
heavily  diamond-encrusted  brooches  made  by  Cartier  and  Boucheron.  Many 
were  in  the  garland  style  that  was  derived  from  another  monarch  known  for 
his  grandeur:  France's  Louis  XVI  (and  his  wife,  Marie  Antoinette). The  use  of 
diamonds,  which  had  fallen  out  of  favor  during  Art  Nouveau,  returned  to 
prominence  in  the  Edwardian  era,  due  in  part  to  the  increased  supply  of  the 
precious  gem  from  South  Africa. 


Cigarette  Case 

Husson  Workshop,  c.  1908 

18K  gold,  diamonds,  sapphires,  enamel 

Private  Collection 


Diamond  Bow  Brooch 

Boucheron,  c.1908 

Platinum,  18K  gold,  diamonds 

Private  Collection,  New  York 


Pendant  Watch 

Tiffany  &  Co.,  1905-1915 

Platinum,  gold,  emerald,  diamonds,  enamel 

Tijjany  &l_Co.  Archives 
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Cartier's  popularity,  espe- 
cially among  American  women 
visiting  Paris,  skyrocketed  during 
this  period  because  his  store  on  the  stylish 
Rue  de  la  Paix  was  adjacent  to  the  atelier  of 
the  great  fashion  designer  Charles  Worth. 
Soon,  Louis  Cartier  was  designing  specific 
pieces  of  jewelry  to  adorn  his  neighbor's  top-of- the -line  fashions,  such  as 
the  sumptuous  Diamond  and  Carved  Crystal  Bow  Brooch. 

Furthermore,  the  Edwardian  period  was  notable  for  the  introduction 
of  platinum  as  the  key  metal  used  for  settings,  all  but  eliminating  the  use 
of  silver.  At  first,  jewelers  often  blackened  platinum  to  make  it  resemble 
silver,  but  they  quickly  changed  their  minds  and  reveled  in  the  metal's 
natural  shine  and  brilliance. 

In  addition,  the  period  was  noteworthy  for  its  absolutely  beautiful  acces- 
sories, such  as  the  jeweled  cigarette  cases,  evening  bags  and  buckles  that 
perfectly  complemented  the  elaborate  gowns  worn  by  ladies  of  this 
time.  Even  the  lowly  pencil  received  a  gorgeous  jeweled  sheath 
made  with  diamonds  and  sapphires,  which  women  put  to 
everyday  use.  Most  striking  of  all  was  the  extensive  variety 
of  ladies'  watches  crafted  during  this  period,  including 
those  created  by  the  Husson  Workshop  for  Tiffany 
and  others  crafted  by  Verger,  including  the 
Lady's  Bracelet  Watch  with  platinum, 
pearls,  diamonds  and  frosted  glass. 


Lady's  Bracelet  Watch 

Verger,  c.1913 

Platinum,  pearls,  diamonds,  frosted  ^lass 
Private  Collection,  New  York 


Above:  Lady's  Evening  Bag 

Duval  Workshop,  c.  1915 

18K  gold,  diamonds,  emeralds,  silk,  enamel 

Private  Collection,  Mew  York 


Top  left:  Diamond  and  Carved 
Crystal  Bow  Brooch 

Cartier,  1913 

Platinum,  diamonds,  rock  crystal 
Private  Collection,  New  York 
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ART  DECO 


i^RT  DECO,  WHICH  WAS  DERIVED  FROM  THE  1925 
M         Paris  Exposition,  is  now  used  to  describe  the  entire  peri- 
/  od  between  the  two  World  Wars.  The  era  was  marked  In 

I  major  changes  in  technology  and  business,  including 

M  the  creation  of  the  skyscraper  and  the  invention  of 

^^^^  the  modern  elevator,  and  the  era's  designs  appro- 
priately reflected  the  modernity  of  the  outside  world.  As  a  result,  there 
was  a  decided  emphasis  on  geometric  shapes,  as  evidenced  by  Tiffany's 
Hexagonal  Compact  of  gold  and  opals;  Jean  Fouquet's  stunning  gold 
and  diamond  ring;  and  perhaps  most  pointedly  in  the  jewelry  of  the 
French  designer  Raymond  Templier,  whose  work  in  silver  and  lacquer  is 
especially  indicative  of  the  period,  and  who  dazzled  his  customers  with 
a  geometric  brooch  of  gold,  diamonds  and  moonstone. 

The  Art  Deco  era  was  a  time  of  great  change  and  upheaval  in  society 
with  new  directions  in  music,  art,  literature,  and,  most  definitely, 
fashion.  Women  had  grown  used  to  increased  comfort  in  the  wake  of 
going  to  work  during  World  War  I,  and  no  longer  saw  the  need  for 
corsets  or  other  constricting  garments.  During  the  1920s  they  often 
wore  short  dresses,  some  without  sleeves  or  cut  low  in  the  back,  and 
these  body-baring  styles  required  an  even  greater  need  for 
bracelets,  pendants  and  brooches  for  adornment  than  ever 
before.  Women  often  wore  numerous  bracelets  on  their 
wrists  to  draw  attention  to  their  newly  bared  arms, 
and  brooches  were  sometimes  pinned  on  waistlines 
to  accentuate  the  body.  In  addition,  such  decora-  «J* 
tive  yet  functional  accessories  as 
watches  and  evening  bags  contin-  if 
ued  to  be  extremely  popular, 
and  women  were  attracted  to 
increasingly  luxurious  vari- 
ations of  these  items. 


Necklace 

Jean  Fouquet,  c.  1931 
18K  gold,  ebony,  chrome 
Private  Collection,  New  York 
Bracelet 

Jean  Fouquet,  c.  1931 
18K  gold,  ebony,  chrome 
Private  Collection,  New  York 


Left:  Waterfall  Vanity  Case 

Mauboussin,  c.  1920s 

18K  gold,  platinum,  mother-of-pearl, 

diamonds,  enamel 

Private  Collection,  New  York 


Rare  Collectible  Jewels 


^^^^ 


A  Magnificent  Diamond  Brooch 
in  the  form  of  a  three-dimensional 
thistle  leaf,  French,  circa  1880. 


ladison  Avenue  at  66th  Street,  New  York  City  212.288.1872  Bellagio  Hotel  -  Las  Vegas,  Nevada  702.693.7050 

www.  fredleighton.com 
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Not  surprisingly,  the  world's  greatest 

designers  rose  to  the  challenge  of  this  new  ^  S 

9  ■ 

freedom  by  creating  some  of  the  most  extraordi- 
nary pieces  ever.  Among  them  were  the  Swiss  artist 
Jean  Dunand,  who  was  renowned  for  his  sculpture  and  his 
interior  design  work,  and  who  demonstrated  his  famed  talent 
with  metal  and  lacquer  in  a  marvelous  African-inspired 
necklace;  the  French  silversmith  Jean  Puiforcat,  whose 
Modernist  Bracelet  of  platinum,  yellow  and  white  gold, 
black  onyx  and  diamonds  is  still  revered  nearly  80  years 
after  its  creation;  Suzanne  Belperron,  whose  diamond- 
studded  Scroll  Brooch  and  glorious  gold,  amethyst  and 
tourmaline  ring  were  highly  representative  of  the  time 
period;  and  even  the  legendary  fashion  designer 
Coco  Chanel,  who  teamed  up  with  Fulco  di 
Verdura  to  execute  a  stunning  bracelet  of  silver, 
gold,  emeralds,  sapphires,  rubies,  aquamarines, 
amethyst,  topaz  and  enamel. 

Some  of  the  most  stunning  examples  of  Art 
Deco  craftsmanship  and  artistry,  however,  were 
not  necessarily  pieces  that  were  worn  directly  on 
the  body.  For  example,  the  vanity  case  became  an 
extremely  prized  possession  during  this  era. 


Van    Cleef   &   Arpels    designed  an 

absolutely  spectacular  case  depicting  a  hunt- 
fit 

ing  scene  using  gold,  platinum,  mother-of-pearl, 
diamonds  and  enamel,  while  Mauboussin  created  his 
magnificent  Waterfall  Vanity  Case  from  gold,  platinum, 
mother-of-pearl,  diamonds  and  enamel.  LaCloche  Freres 
served  up  a  humorous  vanity  case  with  the  face  of  opera 
singer  Enrico  Caruso  and  another  one,  adorned  with  roses, 
made  of  platinum,  diamonds,  lapis,  coral,  onyx  and  black 
enamel.  In  addition,  there  were  such  one-of-a-kind  master- 
works  as  Verger's  birdcage-like  La  Maison  d'Hortense, 
designed  for  Van  Cleef  &  Arpels,  and  Carder's  Mystery 
Clock,  accented  by  a  large  citrine  and  carved  jade. 


Top:  Necklace 

Cartier  and  De.Sedles,  1936-1937 
Platinum,  sapphires,  diamonds 
Hillwood  Museum  &_GarJens; 
bequest  of  Marjonc  Mcrriwcathcr  Post,  1973 


Left:  Scroll  Brooch 

Belperron,  late  1930s 
Platinum,  diamonds 
Private  Collection 
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Top:  Vanity  Case  Minaudiere 

Van  Cleef  &  Arpels,  1949 
18K  gold,  rubies,  lacquer 
Private  Collection,  New  York 


Bottom:  Leaf  Brooch 

Rene  Boivin,  c.  1940s 

18K  gold,  emeralds,  rubies,  diamonds 

Private  Collection 


POST  WAR 


WORLD  WAR  II  WAS  THE  DEFINING 
moment  of  the  twentieth  century,  and  in 
the  years  immediately  following  its  end, 
Europe  struggled  to  rebuild  much  of 
what  was  lost  or  destroyed,  while 
America  slowly  began  to  come  to  terms 
with  its  newfound  prosperity.  As  a  result,  American  buyers  became  the 
major  clientele  for  the  European  design  houses. 

On  the  jewelry  front,  expensive  metals  like  platinum  and  gems  like 
diamonds  were  harder  to  come  by  in  the  aftermath  of  the  war.  Thus 
designers  used  their  ingenuity  and  imaginations  to  create  wonderful 
pieces  with  other  resources,  like  an  exquisite  briolette  bracelet  of  gold, 
citrines  and  rubies.  Briolettes,  which  had  been  extremely  popular  in 
Europe  and  India  three  centuries  earlier,  returned  to  favor  because  the 
pear-shaped,  multifaceted  cut  was  ideal  for  exaggerating  the  color 
reflection  of  the  stones. 

As  the  hardships  of  the  war  began  to  fade  and  people's  spirits  began 
to  rise,  jewelry  makers  began  to  mirror  this  new  optimistic  mood  by 
creating  ever  more  playful  and  whimsical  designs.  Marchak  crafted  a 
perfect  Straw  Hat  Brooch  out  of  18-karat  gold  with  flowers  made 


Briolette  Sculpture  Bracelet 

Maker  unknown,  c.  1948 
18K  gold,  citrines,  rubies 
Private  Collection,  New  York 


ADVERTISEMENT  19 


from  emeralds,  turquoise,  diamonds  and  sapphires.  Van  Cleef  &  Arpels 
designed  a  now-classic  flower-shaped  brooch  of  gold,  diamonds,  emer- 
alds and  sapphires.  Mellerio  dits  Meller  offered  up  one  of  the  period's 
most  exciting  pieces:  a  Bird  Clip  —  a  perfect  accessory  for  the  New 
Look  fashions  of  the  time  —  made  of  gold,  platinum,  diamonds, 
plique-a-jour  enamel  and  a  single  ruby  for  the  eye. 

There  were  also  tassel-shaped  necklaces  —  a  particularly  popular 
motif  of  the  era  —  as  well  as  heart-shaped  rings,  fish-shaped  brooches, 
bow  brooches  (a  particularly  wonderful  example  was  made  by  Van 
Cleef  &  Arpels,  using  pink  and  blue  agate),  and  leaf-shaped  brooches, 
such  as  Rene  Boivin's  breathtaking  version  using  cabochon  emeralds, 
rubies  and  diamonds. 

Bracelets  of  the  period  were  larger  and  chunkier  than  before,  often 
two  or  three  inches  wide,  and  one  was  worn  on  each  arm  rather  than 
bunching  many  together  on  just  one  arm.  Jewelers  also  started  creating 
parures,  sets  consisting  of  a  ring,  bracelet,  earrings  and  necklace  in  the 
same  design.  Boucheron's  fabulous  parure  of  gold,  emeralds,  sapphires, 
rubies  and  diamonds  is  a  prime  example,  and  was  a  concept  strongly 
favored  by  the  designer's  many  Middle  Eastern  clients. 


Flower  Brooch 

Van  Cleef  &  Arpels,  c.1950 

18K  gold,  diamonds,  emeralds,  sapphires 

Fred  Lcighton 
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CONTEMPORARY 

AS  THE  1960S  BEGAN,  MANY  FRENCH  DESIGN  HOUSES  continued 
to  refine  the  designs  of  the  previous  decade,  such  as  Marchak's  highly 
detailed  flower  brooch  of  gold,  peridot,  tourmaline  and  diamonds;  or 
Carrier's  Fish  Brooch,  crafted  from  gold,  watermelon  tourmaline, 
aquamarine  and  emerald.  However,  as  the  decades  progressed,  tastes 
changed  along  with  evolving  fashions,  and  jewelry  design  entered  yet 
another  era  of  innovation  and  creativity,  seeing  such  changes  as  Van  Cleef 
&  Arpels'  unusual  use  of  Mystery  Set  jewelry. 

Wearable  gold  ornaments  paid  homage  to  the  designs  of  visual  artists 
Man  Ray,  Pablo  Picasso,  Andre  Derain,  Max  Ernst  and  Jean  Arp,  and  were 
highly  representative  of  the  era's  cross-cultural  pollination  between  art 
and  fashion.  Likewise  the  entry  into  the  jewelry  field  by  the  French  sculp- 
tor Arman,  who  created  a  musical-themed  cuff  bracelet  of  gold  and  dia- 
monds that  recalled  the  subject  matter  of  his  best-known  artwork. 

However,  no  single  designer  of  the  Contemporary  period  is  more 
influential  than  America's  own  Joel  Arthur  Rosenthal,  better  known  as 
JAR.  A  native  of  New  York  City,  Rosenthal  returned  to  his  hometown  to 
work  with  Italian  jeweler  Bulgari  after  graduating  from  Harvard 
University.  In  the  mid-1980s  he  opened  a  small  shop  on  Paris'  famed  Place 
Vendome  and  quickly  became  a  favorite  of  Europeans  and  Americans 


Vegetable  Bracelet 

Lorenz  Baumer,  c.  2004 

Diamonds,  sapphires,  chalcedony,  rhodochrosite, 
amethyst,  quartz 
Sloan  Barnett 


Left  to  right: 
Tete 

Pablo  Picasso,  197? 
23K  gold 

Joan  Sonnabend,  Boston 

Oiseau  Tete  Penchee 

Max  Ernst,  1973 
2  3K  gold 

Joan  Sonnabend,  Boston 


alike,  with  many  of  the  leading  Parisian  hostesses  commissioning  him  to 
reset  their  family  jewels  in  new  ways.  Rosenthal's  designs  are  primarily 
naturalistic,  such  as  his  magnificent  Blue  Butterfly  Brooch  or  his  f/old 
and  diamond  clock  in  the  shape  of  a  sea  urchin. 


La  Jolie 

Man  Ray;  fabricated  in  1971  bv 
Montebello  from  a  1961  drawing 
24K  gold,  lapis  lazuli 
Collection  of  Roz  Jacobs 
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Another  Place  Vendome  resi- 
dent, designer  Lorenz  Baumer, 
has  added  his  own  signature  to 
Contemporary  design.  Believing 
that  "Jewelry  should  be  more 
than  art;  it  should  be  an  experi- 
ence," he  has  created  such 
outstanding  pieces  as  his  eye- 
filling  Vegetable  Bracelet  of 
diamonds,  sapphires,  chal- 
cedony, rhodochrosite,  amethyst 
and  quartz. 

As  the  twentieth  century 
drew  to  an  end  and  the  twenty- 
first  century  dawned,  many 
other  trends  emerged  -  -  and 
continue  to  do  so  —  in  jewelry 
design,  including  a  reliance  on 
oversized  gems  to  make  a  state- 
ment and  the  use  of  "fancy"  or 
colored  diamonds,  including 
pink,  blue,  yellow  and  even  red 
ones,  despite  their  often  astro- 
nomical costs.  Most  of  all,  there 
is  the  continued  appreciation  of 
the  genius  of  the  French  design 
houses,  which  never  fail  to  cre- 
ate one-of-a-kind  pieces  of  wear- 
able art  that  truly  deserve  the 
moniker  "masterpiece." 


Blue  Butterfly  Brooch 

JAR,  c.  1987 

18K  gold,  silver,  Montana  sapphires,  diamonds 
Private  Collection 
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Sappho  Pendant 

Falguieres,  c.1895 

18K  gold,  enamel,  diamonds,  opal,  ivory 
Private  Collection 


Masterpieces  of  French  Jewelry 

can  be  viewed  at  The  Forbes  Galleries, 
located  at  62  Fifth  Avenue  at  12th  Street,  New  York,  NY, 
from  September  22,  2006,  through  December  30,  2006. 


The  Galleries  are  open  to  the  public  Tuesday  through  Saturday 
from  10  a.m.  to  4  p.m.,  free  of  charge. 

For  additional  information  about  the  exhibition  or  The  Galleries, 
please  call  212-206-5548  or  visit  www.forbesgalleries.com. 


About  the  NATIONAL  JEWELRY  INSTITUTE 


OFFICERS 
Ashton  Hawkins,  Chairman 
Ralph  Esmerian,  Vice  Chairman 
Judith  Price,  President 

DIRECTORS 
Herve  Aaron 
Yvonne  Brunhammer 
Andre  Chervin 
Christopher  Forbes 
Chantal  Miller 
Peter  O.  Price 


The  National  Jewelry  Institute  (NJI)  was  formed  in  2002  as  a  not-for-profit 
institute  whose  mission  is  to  preserve,  research  and  exhibit  fine  jewelry  from  all  over  the 
world.  The  National  Jewelry  Institute  has  held  exhibitions  in  New  York,  london  and 
Paris  and  will  regularly  hold  exhibitions  at  The  Forbes  Galleries. 

NATIONAL  JEWELRY  INSTITUTE 

Executive  Offices 

40  West  57th  Street,  20th  Floor 

New  York,  NY  10019 

T.  212-541-9459 

For  more  information,  please  contact  lsuljic@nationaljewelryinstitute.org 
or  visit  www.nationaljewelryinstitute.org 


Many  thanks  to  AXA  Art  Insurance,  Bouchcron,  Cartier,  The  Citigroup  Private  Bank,  Didier  Aaron,  Fred  leighton,  Hennessy, 
louis  Vuitton,  louis  XIII,  Piper- Heidsieck,  Van  Cleef  t\_Arpels  and  Veuve  Clicquot  Jor  their  support  of  this  program. 


This  exhibition  would  not  have  been  possible  without  the  generous  support  of  our  corporate  partners: 

BOUCHERON  Cartier 

PARIS 

PIPER    HEIDSIECK      Van  Cleef  &  Ai  pels 
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David  Behl 

Hillwood  Museum  &  Gardens 
The  Metropolitan  Museum  of  Art 


John  Biaelovv  Tavlor  Photography 
Tiiiam  &  Co.  Archives 
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Art  Insurance 

with  Christiane  Fischer, 

CEO,  AXA  Art  Insurance  Corporation 


Q:  Why  is  AXA  Art  insurance  a  founding  member  of  the 
National  Jewelry  Institute? 

We  are  avid  supporters  of  many  initiatives  dedicated  to  preserving  our  cultural  her- 
itage. For  example,  we  sponsor  conservation  research  projects  with  museums  such 
as  the  Guggenheim  and  the  Museum  of  Modern  Art,  where  they  are  investigating 
restoration  techniques  for  monochromatic  paintings,  and  we're  sponsoring  anoth- 
er project  with  conservators  at  the  Vitra  Design  Museum  to  research  new  methods 
to  help  prevent  the  deterioration  of  objects  made  out  of  plastic  materials.  As  you 
can  see,  the  mission  of  the  National  Jewelry  Institute  perfectly  complements  our 
commitment  to  the  preservation  of  objects  that  carry  a  profound  meaning  to  both 
current  and  future  generations. 

Q:  Is  jewelry  as  important  to  our  cultural  heritage  as  fine  art? 

Absolutely.  Jewelry  can  be  used  to  assert  power,  wealth  or  even  style.  Moreover,  each 
piece  reveals  not  just  its  creator's  culture  and  imagination,  but  links  it  to  a  particular 
time  and  place.  I  think  we  can  also  all  admire  the  endless  diversity  of  jewelry  objects, 
whether  they  are  made  of  precious  stones,  metals,  alloys  or  even  feathers.  Further, 
when  a  viewer  gazes  at  any  object  belonging  to  a  bygone  owner  —  whether  it's  a 
bracelet,  ring  or  necklace  —  it  can  create  an  intimate  bond  between  them.  In  short, 
jewelry  speaks  to  everyone. 

Q:  What's  the  difference 
between  insuring  jewelry  and 
other  types  of  collections? 

There  are  some  variables  between 
jewelry  and  the  other  types  of  objects 
we  insure,  such  as  a  Monet  painting,  a 
Japanese  maple  tree  or  a  Chippendale 
table.  For  example,  the  painting  is 
more  prone  to  damage  in  transit, 
while  a  small  jewelry  item  is  an  easier 
target  for  theft  or  simple  loss.  We  take 
these  specific  vulnerabilities  of  each 
collection  into  account  before  arriv- 
ing at  a  solution  that  gives  the  client 
maximum  protection. 

Q:  How  can  the  client  be  sure  your  assessments  are  correct? 

We  employ  more  than  50  art  historians  around  the  world,  whose  specialties  cover 
many  centuries  and  cultures. They  are  always  out  in  the  galleries,  following  the  auc- 
tion results  and  maintaining  close  relationships  with  other  art  mar- 
ket players.  Moreover,  not  only  is  each  one  of  them  skilled  in  read- 
ing appraisals,  but  they  communicate  with  each  other  if  they  need 
additional  information  about  the  marketplace  or  one  particular 
item.  The  unique  aspect  of  AXA  Art  lies  precisely  in  their  knowl- 
edge. That's  why  so  many  people  trust  us. 
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^1X4  Art's  Fine  Art  experts  at  work 
with  an  underwriter 


QA 


Art  appreciation  and  how  to  achieve  it. 


Mary  Ho 


ead,  Art  Advisory  Service 
The  Citigroup  Private  Bank 


Q:  Are  you  bankers  or  art  professionals? 

A:  We  are  art  historians.  Art  is  our  passion.  However,  Citigroup  was  the  first  to  acknowledge  that  art  is  also 
an  asset  —  and  a  valuable  asset. 

Q:  What  services  do  you  offer  to  your  clients? 

A:  Advice  on  the  purchase  and  sale  of  art  is  first  and  foremost.  We  bring  objectivity  and  expertise  to  a 
decision  that  is  often  emotional. 

Q:  And  subjective,  too. 

A:  Clients'  tastes  vary,  of  course.  It  is  important  that  we  understand  what  they  love  or  find  interesting. 
The  painting,  after  all,  will  hang  on  their  wall.  At  the  same  time,  we  work  to  ensure  that  they're 
buying  something  of  quality  and  enduring  value. 

Q:  Are  most  of  your  clients  sophisticated  collectors? 

A:  Many  are,  and  they  look  to  us  to  add  to  and  maintain  their  collections.  But  we  also  have  clients  who  are 
just  starting  out  and  want  to  learn. 

Q:  Do  they  regard  art  as  another  investment  opportunity  within  Citigroup? 

A:  Collecting  art  is  a  pleasure,  but  it  requires  knowledge  to  appreciate  in  worth.  My  advice  to  clients  is: 
Buy  with  your  head  as  well  as  your  heart. 

citigroupT 

private  bank 


Thinking  for  Generations " 


"The  Citigroup  Private  Bank"  is  a  business  of  Citigroup  Inc.,  which  provides  its  clients  access  to  a  broad  array  of  products  and  services  available  through  bank  and 
non-bank  affiliates.  Not  all  products  and  services  are  provided  by  all  affiliates  or  are  available  at  all  locations.  For  more  information,  contact  a  private  banker  or  relation- 
ship manager  •  '2006  Citigroup.  All  rights  reserved. 


Investment  Products:  •  Not  FDIC  Insured  •  No  Bank  Guarantee  •  May  Lose  Value 
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Trave I 


IlfUTOFTOWN: 
1  AN  FRANCISCO 

H|apa  Valley:  "This  isn't 

wjjout  theology,  this  is  about 
p(|>od  business  sense,"  insists 
td  Hall,  proprietor  of  the 
noramically  situated  Long 
adow  Ranch.  "I  will 
mit  that  when  I  started  out 
is  was  outside  the  zone 
anybody's  idea  of 
asonableness."  A  650-acre 
:monstration  in  off-the- 
d  luxury,  the  ranch  makes 
i  iperior  wine — even  in  the 
impany  of  neighbors  such 
nr.  Francis  Coppola — olive  oil 
;  iveted  by  chefs  like  Charlie 
otter,  beef  and  jerky  from 
;  old-bloodline  Highland  and 
nhorthorn  cattle,  and  on  and 
)    And  every  bit  of  it  is 
i  immittedly  organic,  closely 
tegrated  and  sustainable  to 
oe  point  that  Long  Meadow's 
i  .'lar  arrays  produce  all  its 
i  Dwer  and  its  farm  vehicles — 
including  the  Swiss  Army- 
'  irplus  Pinzgauer  used  for 
i  isitor  tours — run  on  its  own 
tiodiesel.  Long  Meadow's 
!  nery  and  olive  mill  share  the 
irgest  rammed-earth  building 
North  America,  made  from 


ReadyMade.  And  art — very  weird  and 
weirdly  happy — is  everywhere.  Near 
the  elevators  are  stacks  of  colorful 
steamer-era  suitcases  arranged  by 
local  sculptor  Joel  Ross  and  entitled 
Room  28.  It  turns  out  to  be  a  disman- 
tled Texas  hotel  room  packed  into 
vintage  valises. 

The  shuffling  lady  unbuttons  her 
cardigan  and  corners  the  concierge.  "I 
guess  you're  like  those  W  hotels,"  she 
says,  and  even  the  concierge  looks  sur- 
prised. "Only  a  bit  warmer  and  fuzzier. 
Is  that  the  picture?" 

Well... yes,  it  is,  actually.  Like  the 
W,  the  James  has  gleaming  finishes, 
sexy  typefaces  and  lounges  full  of 
gorgeous  people,  but  there's  none  of 
the  cooler-than-thou.  This  is  Chicago, 
after  all,  and  the  chipper,  eager-to- 
serve  James  staff  is  as  likely  to  know 
Bucktown's  best  artisanal  cheese  shop 
as  who's  guesting  on  Oprah  this  after- 
noon. The  297-room  hotel  has  two 
full-time  concierges  instead  of  one,  and  twice-daily  maid  service  means  even  your  tossed 
sweat-socks  get  TLC.  Meanwhile,  all  anyone  can  talk  about  inside  David  Burke's  raucous 
PRIMEHOUSE  restaurant,  just  off  the  lobby,  are  the  famed  chef  s  adorable — and  succulent — baby 
cheesecakes  on  lollipop  sticks.  Burke  also  sends  homemade  cookies  and  toffee  popcorn  to  the 
rooms,  a  perfect  pairing  with  42-inch  plasma-screen  TVs. 

The  idea  of  a  cuddly/chic  property  was  hatched  by  a  creative  team  that  includes  Brad  Wilson, 
who  formerly  ran  operations  for  the  W,  Danny  Errico,  founder  of  the  Equinox  Fitness  Clubs, 

and  Gene  Pressman,  the  former  co-chairman  of  Barneys  New 
York.  You  can  bet  that  the  designer  bed  in  your  artfully  ap- 
pointed room  is  going  to  feel  extra-welcoming  after  you  grunt  it 
out  on  the  hotel's  top-of-the-line  gym  equipment. 

With  her  curiosity  now  satisfied,  the  shuffler  heads  back 
into  the  breezy  cityscape,  no  doubt  to  instant-message  her 
grandkids  about  the  most  happening  new  spot  in  Chi-town. 

—DAVID  HOCHMAN 


the  tailings  excavated  for  its 
wine  cave.  (Says  Hall:  "It 
blends  into  the  background 
because  it  is  the  background.") 
The  point  of  all  this  for  Hall, 
formerly  a  partner  at  McKinsey 
&  Company,  is  that  "Long 
Meadow  actually  achieves 
higher  quality  at  lower  costs." 
For  visitors,  it  may  be 
about  viewing  the  herd  of 
Appaloosas,  or  the  pair  of  rare 


"red  wattle"  pigs,  or  simply 
breathing  in  this  mostly  wild 
site,  high  in  the  Mayacamas 
Mountains,  where  bears  and 
bobcats  feel  right  at  home. 
Long  Meadow  Ranch,  an  hour 
and  1 5  minutes  from  San 
Francisco,  offers  various 
tours  and  customized  visits. 
(707)  963-4555, 
www.  longmeadowranch.  com. 

— RICHARD  NALLEY 
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ENGLAND 

It  had  been  five 
years  or  so  since  we'd  last 
stayed  at  brown  S  HOTEL,  that 
merry  old  soul  of  London's 
Mayfair  district.  Since  our  last 
visit  the  ol'  girl,  long  adored 
for  her  dusty  charms,  had 
been  bought,  shuttered  and 
renovated  by  hotel  magnate 
Rocco  Forte  and  his  interior 
designer  sister  Olga  Polizzi. 

The  stakes  were  high 
for  this  family  affair.  Brown's 
is,  after  all,  an  authentic 
institution.  Teddy  Roosevelt 
once  haunted  its  halls,  Queen 
Victoria  dropped  in.  Alexander 
Graham  Bell  made  the  first 
successful  telephone  call  in 
the  U.K.  from  the  hotel 
lobby  in  1876,  and  Agatha 
Christie  based  her  novel 
At  Bertram's  Hotel  on  Brown's. 
Generations  of  upper-crust 
London  adolescents  have 
endured  hours  at  high  tea 
with  Granny  Moneybags  in  the 
hotel's  venerable  and  very 
formal  English  Tea  Room. 

At  last  we  can  report  that 
those  who  feared  the  hotel 
would  be  transformed  into 
some  Ian  Schrager  purgatory  of 
cement  and  spin  art  can  relax. 
The  new  owners  have  not 
altered  the  old-style-hospitality 
character  of  Brown's  one 
jot.  Which  is  why  we've  been  a 
little  bewildered  by  some  of 
the  reviews  of  their  efforts. 
A  starchy  Conde  Nast  writer,  for 
example,  recently  complained 
that  when  she  flung  open  the 
curtains  to  her  room  she  was 
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Cool  breeze:  the  view  from  Biizios 


BRAZIL 


Biizios  ■  Jutting  into  the  Atlantic  and  ringed 
with  sandy  beaches,  the  tiny  Biizios  peninsula's 
cachet  arrived  with  Brigitte  Bardot  in  the  1960s.  Today,  perched  along  th< 
Orla  Bardot,  the  picturesque  cove  named  for  her,  a  life-size  bronze  of  th« 
French  sex  kitten  stares  out  to  sea,  a  fitting  sentry  for  this  most  Europeai 
of  Brazil's  numerous  resort  towns,  its  St.-Tropez.  A  two-and-a-half-houi 
drive — or  30-minute  plane  or  helicopter  ride — from  bustling  Rio,  Biizios  rum 
on  its  own  indolent  timetable.  This  charming  fishing  village  turned  jet-sej 
beach  town's  sophisto  boutiques,  stocked  with  funky  bikinis,  tunics  and  flip 
flops,  open  between  two  and  four  and  close  near  midnight,  while  its  all resc« 
boites  center  on  wine-splashed  four  o'clock  lunches  and  late-night  dinners 
•  Zipping  around  in  colorful  dune  buggies,  laissez-faire  habitues  spend  thei 
days  seaside — lounging,  surfing  and  socializing  on  the  numerous  beaches 
each  with  its  own  distinct  charm.  The  sheltered  AZEDA  cove  is  overlooked  ^| 
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The  new  Patravi  TraveiTec  GMT  features  a  multiple  time  zone  function  unique  in  the  history 
of  watchmaking:  a  second  time  zone  can  be  displayed  using  a  new,  patented  single-button 
mechanism  which  works  in  both  directions. This  sophisticated  function  is  visible  through  a 
sapphire  crystal  glass  on  the  side  of  the  case.  Its  exclusive  mechanical  CFB  1901  movement 
with  quickset  function  for  local  time  and  its  third  time  zone  display  mean  that  Carl  F.  Bucherer's 
new  masterpiece  will  be  greeted  with  enthusiasm  both  by  frequent  flyers  and  by  those  who 
appreciate  complex  watch  mechanisms. 


Carl  F.  Bucherer 

FOR  PEOPLE  WHO  DO  NOT  GO  WITH  THE  TIMES. 


www.carl-f-bucherer.com 


info@cfbnorthamerica.com 


800  395  4306 


wackeckd 


J  EWELERS 
THE  LAKES  at  Thousand  Oaks      THE  COMMONS  at  Calabasas 
805.230.0035  818.225.0600 
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exposed  to — God,  no! — the 
houses  across  the  street. 
Perhaps  she  was  expecting  a 
pastoral  panorama  of  the 
glens  of  Somerset  or  the  rocky 
coast  of  Cornwall,  but  this  is 
central  London,  after  all, 
and  any  renovation  can  only 
do  so  much. 

Brown's  117  rooms  have 
been  not  so  much  reimagined 
as  simply  updated.  There  are  a 
variety  of  room  sizes,  including 
junior  and  deluxe  suites: 
Comfort  levels  are  identical, 
it's  only  square  footage  that 
differs.  Not  long  ago  we  lucked 
into  one  of  the  enormous  royal 
suites  for  the  night,  named  the 
Kipling  Suite:  polished  wood 
floors,  canopy  bed,  towering 
floor-to-ceiling  windows 
lighting  the  plush  parlor  area. 
It  was  in  these  rooms  that 
young  Rudyard  was  inspired 
to  write  the  Jungle  Book. 
After  a  time,  we  too  were 
moved  to  take  out  our  notebook 
and  begin:  "...flat-screen, 
in-wall  TV  at  foot  of  bathtub 
brilliant  touch!...  cruelty-free 
toiletries!"  At  $4,900  a 
night,  we  could  not  afford  to 
linger  as  Mr.  Kipling  did. 

Downstairs,  the  lobby  still 
bustles  with  guests  returning 
from  shopping  on  Bond  Street, 


THE  SETUP 


by  a  quaint  hill  top  church  and  scattered  with  starfish;  OLHO  DE  BOI  is  for  "naturistas"-i 
those  who  eschew  tan  lines — and  FERRADURA  attracts  snorkelers.  The  surfy  scene  o 
GERIBA,  where  Chandon  corks  wash  in  with  the  tide,  lends  a  little  comedy  to  the  towni 
name  (pronounced  Booze-ios)  and  centers  on  the  palapa-topped  FISHBONE  CAFE — a  da 

and  night  hot  spot  that  roasts  whole  pigs,  serves  lethal  "Caipiroskas"  (a  vodka  take  oi 
the  cachafa-based  Caipirinha)  and  hosts  brilliant  DJs  in  the  evening.  On  bustling  JOA 
FERNANDES,  which  boasts  an  array  of  seaside  cafes,  oyster  vendors  trawl  the  shorelinl 
with  iced  beds  of  crustaceans,  served  at  one  Brazilian  real  a  pop  with  chunks  of  fresl 
lime  and  Tabasco.  Not  sure  where  to  start?  Schooners  depart  from  the  Orla  Bardot  pig 
for  three-hour  tours  of  the  coastline — the  $15  fee  includes  unlimited  Caipirinhas. 

Cuisine  choices  are  just  as  Jiverse.  You'll  find  delicious  grilled  fish  and  choria 
dinners  served  with  rice,  t  and  ice-cold  beer  for  under  $10  as  easily  as  elegar; 
eateries  in  which  to  drop  $  i  on  dinner  for  two — even  with  the  real  at  50  percent  c 
the  dollar.  Some  of  Rio's  most  ia^hionable  addresses — the  seafood  emporia  SATYRIC0 
(which  Madonna  frequents  when  in  town)  and  the  nightclub  PRIVILEGE — have  seasidl 
satellites  on  the  Orla  Bardot.  Either  way,  food  lovers  shouldn't  miss  dining  at  Nelson  Ramos 
hillside  home.  Ramos  opened  QUINTAL — "yard"  in  Portuguese — in  the  garden  of  his  Brasi'lii 
home  in  1990,  and  the  noted  chef  brought  his  five-table  culinary  atelier  to  Buzios  in  199/ 
Supper  (say,  shrimp  ravioli  in  pumpkin  sauce)  is  served,  up  to  three  times  a  week,  to  thos 
who  have  the  number  (011-55-22-2623-1934)  and  call  ahead  for  the  address.  In  town,  rh| 
five  coveted  street-side  stools  at  the  candlelit  BAR  DO  ZE  at  382  Orla  Bardot  offer  the  wit  an| 
wisdom  of  bartender  Claudio,  who  jovially  dispenses  advice  on  restaurants,  beaches  am 
nightlife  while  working  the  shaker.  Nearby  CHEZ  BRIGITTE  run  by  a  Czech  expat,  on  bustlini 
Rua  das  Pedras  (No.  131)  is  another  local  favorite. 

Where  to  stay?  Directly  overlooking  the  Orla  Bardot,  Buzios's  oldest  and  most  charmiru 
hotel,  CAS  AS  BRANCAS,  grew  out  of  a  longtime  inhabitant's  elegant  holiday  home.  With  3< 
rooms,  an  excellent  restaurant 
and  brand-new  spa,  the  flower- 
strewn  terraces,  twisting  stairways 
and  verdant  courtyards  of  this 
Mediterranean  villa  are  strol- 
ling distance  from  the  main  drag. 
If  the  popular  establishment  is 
booked,  the  ten  beautifully  done 
suites  of  GLENZHAUS  LODGE,  set 
back  from  the  shoreline,  offer 
lovely  views,  Thai  massage  and 
an  equally  gracious  welcome. 

— VIIA  BEAUMANIS 


bidding  on  lots  at  Christie's  or 
listening  to  the  nightingales 
sing  in  Berkeley  Square.  A 
wonderful  menu  is  still  served 
in  the  wood-paneled  Grill 
Room  overlooking  Albemarle 
Street,  and  the  hotel's 
renovation  now  includes  the 
inevitable,  sparkling,  spa. 

It's  worth  a  postdinner  peek 
into  the  Donovan  Bar  off 
the  lobby,  which  incorporates 


some  of  the  old  hotel  bar. 
Its  decor  is  a  graceful  tribute 
to  the  late  British  photographer 
Terence  Donovan,  whose 
black-and-white  photos  line 
the  walls.  Donovan  evidently 
loved  two  things  in  life  above 
all  else:  jazz  and  beautiful 
women.  When  it  came  to 
designing  this  space,  there  are 
probably  a  dozen  ways  in 
which  it  could  have  slipped 


irredeemably  into  tackiness. 
But  the  room  is  comfortably 
restrained.  Sitting  at  the  long 
leather  bar  listening  to  Ella, 
sipping  a  "Box  Brownie" 
(liqueur-infused  strawberries 
swimming  in  champagne)  and 
being  lured  in  by  Donovan's 
photographic  stable  of 
ingenues  just  might  provide 
your  perfect  London  moment. 
It  did  ours.— PATRICK  COOKE 
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First  impressions  are  important.  Some  of  the  first  people  you'll  meet  at  The  Peninsula  '"p  J_J        p  £       J  ^ 

New  York,  Pages  Johanna  Mercedes  and  Ivy  Chen.  To  view  more  Portraits  of  Peninsula   

and  learn  about  the  world's  most  celebrated  hotels,  please  visit  us  at  peninsula.com.  HOTELS 
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SINGAPORE 


In  the  past  two  years,  Singapore  has  been  racing  to  change  its  staid 
image.  After  months  of  national  soul-searching  about  whether  a 
casino  would  mar  Singapore's  pristine  character,  the  government 
approved  not  one  but  two  giant  waterfront  gaming  palaces.  In  the 
new  Singapore,  bar-top  dancing  is  already  passe  and  an  under- 
ground gay  culture  thrives.  It  has  become,  as  science-fiction  writer 
William  Gibson  has  it,  "Disneyland  with  a  death  penalty." 

The  city's  center  of  chic  has  shifted  from  Orchard  Road  to 
Chinatown.  The  witty  NEW  MAJESTIC  HOTEL,  with  its  ebullient 
murals,  sleek  furniture,  exposed  ceiling  and  glass-bottomed  pool 
that  lets  swimmers  view  the  restaurant  downstairs,  is  a  case  in 
point.  The  nearby  SCARLET  is  more  like  a  sexy  boudoir,  still- 
startling  in  Singapore,  with  its  plush  purple  sofas,  mood  lighting, 
red  suede  dining  chairs  and  chandeliers  galore.  THE  FULLERTON 
HOTEL  is  beautifully  renovated  and  perfectly  located  with  stun- 


ning views  of  Singapore's  waterfront  and  a  short  walk  to  Boat 
and  Clarke  Quay's  nightlife.  Fresh  from  a  renovation,  the  PAN 
PACIFIC'S  soaring  35-story  atrium,  excellent  restaurants  and 
Aeron  chairs  make  it  a  favorite  of  business  travelers.  For  classic 
courtesy,  though,  it  is  still  hard  to  top  RAFFLES. 

ORCHARD  ROAD  remains  Singapore's  shopping  strip,  of  course, 
where  mall  after  mall  seduces  and  benumbs.  TAKASHIMAYA  is 
worth  a  stop,  as  is  TANG'S  diagonally  opposite.  PARAGON  has  all 
the  luxury  brands  favored  by  tai-tais,  privileged  ladies  of  means. 
It  also  has  an  excellent  day  spa,  SPA  ESPIRIT. 

Venture  into  LITTLE  INDIA  to  buy  saris,  Bollywood  CDs  and 
bindis.  MUSTAFA  CENTER  in  the  heart  of  Little  India  is  open  24/7 
and  has  an  amazing  collection  of  gold  jewelry  that  Middle  East 
sheikhs  buy  in  bulk.  Nearby  ARAB  STREET  is  a  good  place  for  batik 
prints,  sarongs  and  bamboo  baskets.  A  brisk  neck  and  shoulder 
massage  at  the  HOUSE  OF  TRADITIONAL  JAVANESE  MASSAGE  pro- 
vides relief  from  the  hectic  shopping.  KEONG  SAIK  ROAD  at  the 
edge  of  Chinatown  has  nice  little  boutiques,  cafes  and  art 
galleries — stop  at  the  WHATEVER  BOOKSTORE  &  CAFE  for  some 
new-age  books,  chakra  healing  and  gingko  shots. 

culinary  scene  in  Singapore  couldn't  be  hotter,  with  new 


restaurants  opening  every 
fewweeks.The  SONG  OF  INDIA 

serves  modern  Indian  in  a 

traditional  black-and-white  bungalow.  YANQING'S  SHANGHJ 

KITCHEN  dishes  out  sublime  Shanghainese  specialties  such  a 
Ningbo  drunken  raw  crab  and  is  packed  on  weekends.  LE  PAPILLON 
degustation  menu  is  popular  with  expats,  who  like  its  moden 
European  cooking  with  an  Asian  twist. 

The  soul  of  Singapore's  cuisine,  however,  lies  in  its  hawke 
centers.  They  are  everywhere  and  serve  the  kind  of  fresh,  flaj 
vorful  food  that  makes  you  wonder  why  fast  food  chains  cannd 
emulate  them.  Locals  argue  over  favorites,  but  the  consensus 
that  NEWTON  CIRCUS  is  for  tourists.  LAU  PA  SAT,  in  a  lovely  ol 
Victorian  building  downtown,  has  great  sates.  MAXWELL  CENTER 
known  for  its  Hokkien  noodles  and  Hainanese  chicken  rice.  Th 

ADAM  ROAD  food  cente 
has  Malaysian  specia 
ties  such  as  Nasi  Goren 
(a  rice  dish)  and  Roi 
Prata  (savory  pancakes 
Fried  Kway  Tiao  (noo 
dies  with  cockles),  a  loc 
favorite,  can  be  found 
most  hawker  centers,  along  with  fresh  juices- 
try  the  sugarcane  juice  with  lemon — ice  crea 
and  occasionally  Western  food  like  burgers 
Singapore  after  dark  really  surprises.  Th 
normally  placid  city  bursts  into  revelry  one 
the  sun  sets.  There  is  a  reason  for  this:  kid 
or  lack  thereof.  Three  years  ago,  Singapor 
experienced  its  lowest  birth  rate  in  history, 
fact  that  distresses  its  leaders,  but  apparently  not  the  couples  wh 
pack  the  nightclubs  and  party  all  night.  The  recently  openei 
MINISTRY  OF  SOUND  plays  music  ranging  from  hip-hop  to  Chines 
pop.  The  nightclubs  along  CLARKE  QUAY— ATTICA,  BAR  OPIUME 
BAR  COCOON — are  great  for  club-hopping,  and  each  one  sports 
different  mood  and  music.  Closer  to  Orchard  Road,  the  gian 
ZOUK  and  VELVET  UNDERGROUND  are  popular  with  Singaporeai 
college  students.  The  CHIJMES  complex  with  its  lovely  centra 
garden  courtyard  is  the  place  for  mellow  drinks  without  thi 
thumping  music.  For  views,  head  to  the  EQUINOX  RESTAURAN 
complex  on  the  70th  floor  of  the  Raffles  City,  where  kissing  cou 
pies  make  out  with  an  ardor  that  should  hearten  any  bureaucra 
concerned  over  Singapore's  fertility  rate.  — SHOBA  NARAYAl^l 


From  left:  the 
new  scene  after 
dark;  shopping 
on  Orchard  Road; 
herbal  remedies 
in  Chinatown;  the 
Scarlet  hotel; 
lobby  of  the  New 
Majestic  Hotel 
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lORE  THAN  250  YEARS  OF  UNINTERRUPTED  HISTORY 


camera,  the  legendary  Rolleiflex,  was  launched,  Vacheron  Constantin  was  174  years  old 


MALTE  CHRONOGRAPH 

Caliber  1141  handwound  mechanical 
movement.  Column-wheel  chronograph 
mechanism.  Telemetric  scale  with 
1 -kilometer  graduations  and  tachymetric 
scale;  30-minute  totalizer.  Manually 
engine-turned  gold  dial  with  applied  hour 
markers  and  a  subdial  for  the  seconds. 
Diameter  41.5  mm.  Sapphire-crystal 
caseback.  Water-resistant  to  30  meters 
(-100  feet).  Standard  buckle.  White  gold. 

47120/000G-9098 


...DEDICATED  TO  PERFECTION 


VACHERON  CONSTANTIN 

Manufacture  Horlogere.  Geneve,  depuis  1755. 


For  information  call  877-862-7555  -  www.vacheror-constantin.com 
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Golf  by  David  Hochman 


Golfo  Masnifico 


On  Mexico's  Pacific  coast,  the  courses 

range  from  the  eccentric  to  the  sublime; 
the  experience  is  espectacular. 


ith  all  due  respect  to  Robert  Trent 
Jones,  Jr.,  there's  not  a  fairway  archi- 
tect alive  who  can  match  what  The 
an  Upstairs  cooked  up  at  El  Tamarindo,  an 
hole  wonderland  midway  between  Puerto 
allarta  and  Manzanillo,  Mexico. 

Consider  what  happens  when  I  hit  a  funky 
ice  off  the  ninth  tee.  Clink!  The  ball  skips 
dee  on  the  terraced  lawn,  sending  a  hundred 
e  crabs  into  disco  mode,  before — skeeeeew. . . 
unk! — the  shot  flies  Butch  Cassidy-style  off  a 
aring  cliff  into  the  pounding  Pacific  surf  below, 
parendy,  even  God  enjoys  a  good  golf  joke. 
Myself,  I've  been  smirking  ever  since  I  landed 
Puerto  Vallarta  and  spotted  the  over-the-top 
nage  inside  the  Arrivals  area,  welcome  to 

E  COSTA  ALEGRE,  it  read.  HOME  TO  THE  MOST 
TECTACULAR  GOLF  IN  THE  WORLD. 

That  helpful  bit  of  Spanglish  had  me  onboard 
e  hotel  courtesy  shuttle  by  seven  the  next  morn- 
jg  for  what  I  reckoned  would  be  an  espectacular 
to  an  espectacular  ten-day  tour  of  the  region's 
est  golf  and  resort  destinations.  Melissa  Chiaro, 
o  used  to  run  Korakia  Pensione,  the  sexiest 
a  hotel  in  Palm  Springs,  now  oversees  high- 
d  golf  tours  for  Essence  of  Mexico,  and  essen- 
Uy  what  I  craved  was  to  follow  her  itinerary 
m  tee  to  tequila  bar  straight  down  the  shim- 
ering  coast. 
Of  course,  Melissa's  notes  said  nada  about  the 
sident  boa  constrictor  at  my  first  stop,  Vista 
llarta,  the  only  36-hole  layout  within  three 
urs  of  P.V.  and  one  of  two  golf  complexes 
en  to  guests  at  luxe  Casa  Velas.  The  slithering 
rden-hose-hazard  makes  his  home  behind  the  eighth 
le  on  the  7,057-yard  Jack  Nicklaus  signature  course, 
d  he's  hardly  the  property's  diciest  feature.  Nicklaus 


Over  land,  over  sea:  "Tail  of  the  Whale"  at  Punta  Mita 
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marina  at  Isla  Navidad  is  another  35  min 
utes  south,  and  a  fine  place  to  play  th 
finishing  hole  of  my  sojourn.  The  1,200 
acre  estate  has  its  own  27-hole  champ 
ionship  course,  designed  by  Robert-  vo 
Hagge,  that  meanders  from  hillside  t 


left  enough  jungle,  water  and  sand 
to  make  me  feel  like  Dora  the 
Explorer  after  swinging  through 
18.  Tom  Weiskopf  's  adjoining 
course  is  hairier  still,  with  6,976 
yards  curling  around  tall  palm 
forests,  swift  creeks  and  craggy 
ravines.  My  best  tip:  Nearly  all  the 
greens  break  toward  the  ocean.  Of  course, 
you  can  only  see  the  ocean  from  about  6  of 
36  greens. 

The  ocean  is  practically  all  you  see  on 
Nicklaus's  gasp-inducing  course  at  the 
Four  Seasons  Punta  Mita,  my  next  stop. 
Eight  holes  hug  the  vacant  shoreline,  and 
another — the  one  you've  drooled  over  in 
all  the  golf  calendars — features  a  natural 
island  green  199  yards  out  in  the  Pacific. 
This  being  the  Four  Seasons,  the  hole, 
known  as  the  Tail  of  the  Whale,  also  comes 
with  a  ride  aboard  an  amphibious  water 
taxi,  where  one  (well,  I)  could  brave  the 
surf  while  enjoying  a  cool  towel,  Zen  in- 
sights from  a  golf  pro  and,  ah,  si,  a  choice 
Cuban  cigar. 

Farther  south,  following  the  Sierra 
Madres  for  several  hours,  I  made  like 
Heidi  Klum  and  Seal's  wedding  guests  and 


Photographs, 
clockwise  from  top 
left:  El  Tamarindo's 
12th  hole;  the 
Grand  Bay  Hotel; 
Vista  Vallarta's 
Weiskopf  course; 
El  Careyes 
Beach  Resort 


checked  into  El  Careyes  Beach  Resort — 

which  boasts  private  plunge  pools  and 
splashy  Pacific  views,  before  teeing  otf  the 
next  morning  at  El  Tamarindo.  It  struck 
me  while  driving  mile  after  mile  upon  its 
hand-hammered  stone  access  road  that 
El  Tamarindo  might  be  an  okay  place  to 
knock  around  some  golf  balls.  Lo,  reader, 
I  was  unprepared  for  the  glory.  The  course, 
designed  by  Trent  Jones,  Jr.,  and  David 
Fleming,  elbows  up  against  the  ocean 
on  a  2,000-acre  ecological  preserve.  Hole 
8  starts  with  a  blind  tee  shot  and  opens 
straight  out  to  the  beach.  The  9th,  as 
previously  described,  is  one  of  the  most 
memorable  holes  I've  ever  played.  To  fully 
appreciate  the  view  from  that  cliff-top 
tee,  I  had  to  crawl  on  my  belly  to  the 
unguarded  edge. 

The  yacht-y  Grand  Bay  Hotel  on  the 


beach  with  a  few  well-placet 
lagoons  in  between.  Numbe 
15  is  all  bunker  interrupter 
by  a  tiny  hole.  Number  2) 
requires  a  Hail  Mary  driv 
from  blind  back  tees  tha 
pays  off  on  an  open  fairwai 
studded  with  lazy  iguanas. 
Speaking  of  payoff,  there1 
nothing  quite  like  a  well-stocked  tequila  ba 
to  offset  uno  or  dos  mulligans,  and  no  plac 
along  the  way  did  the  trick  like  Antonio's  i 
Grand  Bay.  In  a  softly  lit  alcove  near  th 
restaurant's  entrance,  a  tuxedoed  barkee 
talks  you  (well,  me)  through  the  option 
from  more  than  200  varieties  of  the  region 
liquid  gold.  Would  it  be  a  glistening  she 
of  joven  abocado}  Or  maybe  a  slow-goini 
snifter  of  vintage  anejo}  Choices,  choices- 
all  espectacular,  indeed!  • 

Essence  of  Mexico,  www. essenceofmexial 
com,  (760)  485-7028.  El  Careyes,  wwA 
elcareyesresort.com,  (888)  625-5144.  Grant 
Bay  Hotel,  www. islanavidad. com. m>\ 
011-52-314-331-0500.  Four  Seasons  Punl\ 
Mita, www.fourseasons.com/puntamitcX 
011-52-329-291-6000.Casa  Velas,  ww<u\ 
hotelcasavelas.com,  (866)  612-1097. 
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CAPRESSO 


It's  how  you  serve  it 


Whether  it's  tennis  or  coffee,  Roger  Federer 
knows  you  always  have  to  serve  your  be 
His  choice  in  automatic  coffee  centers. 
Jura-Capresso...  because  he  loves  perfect 
cappuccino. 


The  IMPRESSA  Z5  is  the  best  equipped,  most 
elegant  and  quietest  automatic  coffee  center 
on  the  market.  See  the  one-touch  cappuccinc 
button  in  action  at  all  Williams  Sonoma,  Sur  Le 
Table  and  other  fine  specialty  retailers  or  visit 
the  web  address  below. 

Jura-Capresso  offers  a  complete  line  of  Swiss 
made  automatic  coffee  centers  from  $1 000  to 
$3,600.  For  a  free  DVD  and  more  information 
visit:  www.capresso.com/fo 


Roger  Federer 

World's  #1  ranked 
tennis  player 


Food  by  Eugenia  Bone 


Hind  on  the  Ho 


The  hams  of  Italy's  lovely  Alto  Adige 

region  have  been  cured  to  perfection, 


)peck,  the  cured  ham  of  Alto  Adige,  Italy's  north- 
ernmost province,  has  the  distinction  of  being  one 
of  the  least-known  world-class  charcuterie  prod- 
ts.  That's  probably  because  until  the  year  before  last, 
u  couldn't  buy  it  in  the  United  States,  and  speck  comes 
m  a  region  that  not  many  folks  visit.  Basically,  word 
t  hasn't  traveled  beyond  a 
atively  small  circle. 
That's  a  good  thing  for  you 
d  me,  because  Alto  Adige 
all  the  more  beautiful  for 
ing  somewhat  undiscov- 
ed.  Bordering  Austria  to 
e  north,  the  landscape  is  a 
eathtaking  combination  of 
h  valley  land  planted  with 
pie  trees  and  vineyards  that 
mb  the  skirts  of  the  glam- 
lous,  snowcapped  Dolo- 
lites.  Dour  medieval  castles 
Mumble  on  every  promontory, 
lad  the  farms  and  villages  are 
inarming  and  tidy  (even  video 
ifjores  have  window  boxes 
111  of  roses).  It  has  a  unique 
lod  scene  derived  from  both 
iustrian  and  Italian  culinary 
lyles,  and  is  one  of  Italy's 
lemier  wine  regions,  though 
Iso  its  smallest.  The  smooth 
Ireets  are  designed  for  sports 

j;.rs,  and  the  local  people,  unlike  their  fellow  citizens  far- 
ter south,  are  delighted  to  share  their  restaurants  and 
tads  with  travelers.  Alto  Adige  is  relatively  free  of  rum- 
led  day-trippers  and  their  sundry  accommodations: 
ere  are  no  McDonald's,  few  souvenir  shops  and  no 
enus  in  English.  Every  sign  is  written  in  both  German 
d  Italian,  in  recognition  of  the  region's  historic  cultural 
ix.  That  Alto  Adige  is  the  best  of  both  worlds  becomes 


Speck  at  Restaurant 
Kuppelrain — simple, 
unadorned,  and  delicious 


clear  if  you've  ever  tried  to  buy  a  stamp 
in  Italy,  or  pined  for  a  little  elegance  in 
Germany.  Here,  the  trains  run  on  time, 
and  you  can  get  a  fabulous  panini  in  the 
station.  Austria  ceded  Sudtirol  to  Italy 
after  World  War  I.  It  was  joined  to  Italian 
Trentino,  and  the  two  provinces  now 
make  up  Trentino-Alto  Adige.  Of  the 
one  million  residents,  about  70  percent 
speak  the  local  German  dialect.  But  rather 


All  About  Speck 

> Bolzano's  Speckfest  is  held 
every  May;  www.speckfest.org. 
Recla  speck  can  be  ordered  through 
Savello  USA;  call  (570)  822-9743  or 
email  info@savellousa.com.  Graziano's 
Gourmet  Food  imports  Senfter; 
(401)  521-7378.  For  a  map  of 
speck  producers,  go  to  www.speck.it. 
Fine  dining  in  Alto  Aldige:  Restaurant 
Kuppelrain,  Via  Stazione  16, 
Castelbello/Bolzano,  011-39- 
0473-62-41-03.  (Make  reservations 
at  least  one  week  in  advance.) 


than  seek  to  reconnect  with  the 
fatherland,  the  Sudtiroleans 
lean  toward  the  more  sump- 
tuous embrace  of  Mediter-  a. 
ranean  culture. 

An  appropriate  metaphor 
for  this  cozy  duality  is  the 
ham.  Speck  Alto  Adige  (the 
full  and  proper  name  of  the 
product,  and  not  to  be  confused 
with  German  Speck,  which  is 
lard,  called  lardo  in  Italian  and  also 
"prosciutto  bianco"  by  Mario  Batali) 
combines  the  good,  strong  smoky 
quality  of  Germany's  Black  Forest  ham 
with  the  yielding  tenderness  of  San  Daniele 
prosciutto.  It  may  seem  a  little  shabby  to 
use  the  hind  leg  of  a  hog  to  describe  a 
place,  but  not  if  you've  tasted  this  hog. 

MY  FRIEND  THE  TUSCAN  PHOTO- 
grapher  Paolo  Destefanis  and  I  sat  at  an 
outdoor  table  at  Restaurant  Kuppelrain 
in  Castelbello,  looking  over  the  red  haze 
of  a  rose  garden  at  a  handsome  mediev- 
al castle  perched  on  a  tremendous  rock. 


Kuppelrain  is  wel 
known.  The  che 
Jorg  Trafojer,  and  h| 
wife,  the  sommeli 
Sonja,  have  enjoyed 
Michelin  star  for  the  la)  \ 
<*  six  years,  and  serve  to  a 
pacity  every  night,  but  it  st 
feels  like  a  private  place,  a  si 
cret  find,  so  intimate  is  the  servii 
and  ambiance.  To  whet  our  appetite 
Sonja  served  us  a  glass  of  Arunc 
Reserve  Brut,  produced  by  Josep 
Reiterer  in  the  tiny  town 
Molten,  the  highest-altituc 
sparkling  wine  cellar  in  Europi 
garnished  with  elderberry  flowers  th 
stuck  to  the  insides  of  our  glasses  lil) 
little  stars.  Just  as  we  were  settling  into 
state  of  nirvana,  out  came  Jorg,  a  broodir 
man  who  looks  like  Kurt  Cobain,  carryir  SB 
a  slab  of  polished  white  dolomite  marbu  bh 
On  it  was  a  selection  of  tiny  dishes  mac 
with  speck.  We  ate  a  glistening  swei 
wine  gelatin  that  held  a  silver  dollar  of  fo 
gras  wrapped  in  a  skin  of  speck;  whi 
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Crumbling  castles, 
like  this  one  in 
Castelbello,  dot  the 
Alto  Adige  landscape. 
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l;;  paragus  ice  cream  with  thin,  crispy 
11  ch  eck  chips;  a  kind  of  speck  maki  stuffed 
th  herbed  ricotta;  green  asparagus 
'apped  in  a  speck  envelope;  and  a  com- 
'Pye  nation  of  tiny  sauteed  apple  balls  gar- 
shed  with  minced  speck.  Each  dish  was 
licious  and  provocative  yet  remained 
je  to  the  local  culinary  vernacular — the 
:U  iark  of  a  great  chef.  (The  rest  of  the  meal 
jas  equally  delightful:  venison  carpaccio 
>petit  i  a  bed  of  garden  cress  and  cornflowers, 
id  veal  with  mustard  and  wild  onions 
rved  with  ruby-red  lagrein  wine  like 
bbazia  di  Novacella  or  Cantina  Product- 
ri  Cortaccia  and  fruit  toams  of  elder- 
~~m  frry  and  apricot.) 

Just  about  every  little  farm  or  destina- 
on-type  restaurant  in  the  region  makes 
s  own  speck.  So  do  many  elegant  salu- 
\erie — the  Italian  version  of  a  delica- 
v  Issen — in  the  main  towns  of  Merano  and 
blzano,  but  only  two  companies  are  per- 
itted  to  sell  their  product  in  the  United 
ates:  Recla  in  Silandro  and  Senfter  in 
mt!  jan  Cardido. 

Speck  is  a  true  synthesis  of  two  curing 


styles:  salting  from  the  Mediterranean  and 
smoking  from  central  Europe  (it  repre- 
sents the  southernmost  smoking  tradition 
in  Europe).  Like  prosciutto,  speck  is  made 
from  the  hind  leg  of  the  pig,  but  it's  boned 
before  curing  and  the  meat  is  rubbed  with 


spices  as  well  as  salt.  "This  mix  of  spices  is 
each  producer's  secret,"  Franz  Recla  told 
me  gravely  when  we  visited  the  company's 
plant.  "I  cannot  tell  you  what  ours  is." 
(Later,  however,  a  young,  clearly  reckless 
Recla  executive  willingly  revealed  the 


family  formula:  laurel,  juniper,  rosemary, 
caraway,  fennel,  garlic  and  pepper.)  The 
meat  rests  for  two  weeks,  is  lightly  smoked 
for  five  days  and  then  seasoned  for  five 
months.  During  this  period  natural  molds 
develop  as  the  humidity  in  the  meat  is 


purged  (losing  up  to  40  percent  of  its 
weight).  The  mold  "rounds  the  flavor," 
announced  Recla's  cellar  master.  He  looked 
like  he  would  know.  A  stocky  guy  in  rub- 
ber boots,  he  had  spices  all  over  the  bib  of 
his  white  apron,  as  if  he  had  been  hugging 


the  speck,  and  he  smelled  like  pepper. 

A  friend  from  Friuli  recently  told  rr 
the  secret  to  speck  is  the  cold,  dry  air- 
about  the  millionth  time  I'd  heard  tha  <" 
Indeed,  the  air  of  Alto  Adige,  even  in  tJ 
big  towns,  is  noticeably  clean  and  fres 
"The  air  plays  a  huge  role,"  says  Robe 
Deiaco,  chef  at  the  Rainbow  Room 
New  York  and  an  Alto  Adige  native. 

The  end  result  is  a  product  that 
creamy  in  texture,  intensely  flavored  an 
significantly  different  from  prosciutto 
'Speck  is  so  much  better  than  a  goq 
prosciutto,"  says  Deiaco.  "You  can  real 
taste  the  flavors  of  juniper  berries  and  lav 
rel  leaves."  Speck  Alto  Adige  is  imports 
by  Savello  USA,  a  Pennsylvania-base 
company  that  brought  the  first  Sa| 
Daniele  prosciutto  into  the  U.S.  in  199 
the  first  Italian  tuna  fish,  Callipo  froi 
Calabria,  in  2001,  the  first  Italian  bresao\ 
in  2000  and  is  "on  standby  for  pancetta, 
according  to  Savello  president  Cesai] 
Gallo.  "I  went  for  speck  because  speck 
necessary  to  complete  the  salumeria." 

About  60  different  specks  are  produce  )ccc 
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>r  retail  in  Alto  Adige,  and  they  vary 
om  house  to  house,  from  valley  to  valley: 
ou  can  actually  get  a  map  and  drive  a 
>eck  trail  the  way  you  can  the  wine  road 
'  irough  Tramin  (where  Gewurztraminer 
:"o  riginated).  Each  tastes  a  little  different: 
iebenforcher,  from  Merano, 
creamy  and  mild;  Vontavon 
a  bit  salty  and  very  delicate; 
)rtler  is  smokier;  Senfter  is  el- 
'& :  [^ant;  Gasser  is  more  subtle; 

ilartin  is  quite  spicy  and  Recla 
go  as  an  assertive  flavor  of  fen- 
nrc;  el.  And  the  list  goes  on. 


in  May),  100,000  people  came  to  taste 
speck.  The  place  was  crowded  with  a  mix 
of  Italians  and  Austrians,  a  kind  of  Heidi- 
meets-Gucci-loafer  set — traditional,  but 
well-heeled.  The  booths  were  staffed  by 
young  women  selling  fluffy  piles  of  tissue- 


crisp  vinegary  coleslaw  on  a  dinner  plate 
with  proper  fork  and  knife.  Teenagers  in 
their  sneakers  sat  at  picnic  tables,  drinking 
glasses  of  the  local  Schiava,  a  light,  spicy 
wine — the  preferred  vin  ordinaire — and 
eating  sandwiches  of  speck  and  sliced 


You  can  actually  get  a  map  and  drive 

a  speck  trail  the  way  you  can  the 
wine  road  through  Tramin,  where 

Gewurztraminer  originated. 


T 


hank  God  for  Bolzano's  Speck- 
fest,  where  all  these  different 
specks  can  be  tasted  at  once 
and  compared.  In  the  town's 
istidiously  restored  central  piazza,  a 
azen  or  so  wooden  booths  exhibited  glo- 
iceE  |ous  displays  of  speck,  bacon,  cooked 
Cesi  ims  and  other  local  specialties.  Over  a 
(eekend  in  May  (held  then  because  the 
gs  were  traditionally  slaughtered  in 
o  >ecember  and  the  speck  was  ready  to  eat 


thin  slices  of  speck  on  small  cutting 
boards,  garnished  with  horseradish,  pick- 
les and  dark  rye  bread  studded  with  raisins 
and  nuts.  In  the  VIP  tent,  guests  snacked 
on  plates  of  speck  and  raw  porcini  mush- 
rooms dressed  in  lemon-infused  olive  oil 
and  walnut  halves,  the  creation  of  Herbert 
Hintner,  chef  of  Zur  Rose,  one  of  the  re- 
gion's best  restaurants.  At  the  dinner  hut 
they  served  a  softball-sized  knudel  speck- 
led with  speck,  rich,  dark  goulash  and 


hard-boiled  egg  on  a  rustic  bun.  We  set- 
tled for  a  more  elegant  dish  of  chard 
wrapped  in  speck  and  baked,  served  with 
the  region's  superior  white  asparagus  from 
Terlano,  thick  as  candles,  at  Restaurant 
Walther  on  the  piazza. 

Speck  can  be  found  just  about  any- 
where in  Alto  Adige,  and  speck  Alto 
Adige  can  be  found  in  very  fine  gourmet 
stores  throughout  the  United  States. .  .now 
that  you  know  to  look.  • 


Freedom  isn't  knowing  your  limits, 
but  realizing  you  have  none. 


Ik 


Freedom  is  what  makes  life  worth  living.  It  is  being  able  to  lower  the  roof 
and  let  the  heavens  roll  by.  With  its  6.0  litre  V12  engine  and  rich  biend  of 
hand-crafted  natural  materials,  the  DB9  provides  the  perfect  way  to  free 
the  mind,  replenish  the  body  and  stir  the  soul. 


ASTON  MARTIN 


Power,  Beauty  and  Soul 


Scottsdale  Aston  Martin 

Phoenix  •  AZ 
(480)  990-9000 
Contact:  Stan  Briggs 

Aston  Martin  of  Beverly  Hills 

Beverly  Hills  ■  CA 
(800)  768  0518 
Contact:  Janelle  Salehi 

Aston  Martin  Marin 

Corte  Madera  •  CA 
(415)  496-2100 
Contact:  Steve  Caria 

Bauer  Aston  Martin 

Santa  Ana  •  CA 
(714)  953-4800 
Contact:  Brian  Wright 

Cole  European 

Walnut  Creek  ■  CA 

(925)  935-2653 

Contact:  Debby  Johnson 

Aston  Martin  of  San  Diego 

San  Diego  ■  CA 
(800)  215-1642 
Contact:  Kellie  Burns 


Desert  European  Motorcars 

Rancho  Mirage  •  CA 
(760)  773-5000 
Contact:  Austin  Lewis 

Galpin  Aston  Martin 

Los  Angeles  •  CA 

(818)  894-3800 

Contact:  Joe  VanDeVeere 

Aston  Martin  Silicon  Valley 

Los  Gatos  •  CA 

(408)  354-4000 

Contact:  Matthew  Griffin 

Sill-TerHar 

Broomfield  •  CO 
(303)  469-1801 
Contact:  Jeremy  Child 

Miller  Motorcars 

Greenwich  •  CT 

(203)  629-4726 

Contact:  Cyndi  Koppelman 

Aston  Martin  ofTampa 

Tampa  •  FL 
(866)  420-4957 
Contact:  Tom  Heinz 


Aston  Martin  Palm  Beach 

West  Palm  Beach  •  FL 

(561)  659-6206 

Contact:  Patricia  Romeo 

Aston  Martin  Naples 

Naples  ■  FL 
(239)  263-6070 
Contact:  Jon  Pereiras 

The  Collection 

Coral  Gables  •  FL 

(305)  444-5555 

Contact:  Steve  Barmann 

Aston  Martin  of  Atlanta 

Roswell  •  GA 
(678)  802-5007 
Contact:  Craig  Forbes 

Lake  Forest  Sportscars 

Lake  Bluff  •  IL 
(847)  295-6560 
Contact:  David  Pigg 

Aston  Martin  of  New  England 

Waltham  •  MA 
(781)  547-5959 
Contact:  Pat  Roussel 


Aston  Martin  ofTroy 

Troy  ■  Ml 

(248)  643-6900 

Contact:  Brian  Bucholtz 

Moore  Aston  Martin 

St.  Louis  •  MO 
(636)  394-0900 
Contact:  Ted  Dickey 

Gaudin  Aston  Martin 

Las  Vegas  •  NV 
(702)  284-7000 
Contact:  Paul  Jarrett 

Foreign  Cars  Aston  Martin 

Greensboro  •  NC 
(336)  294-0200 
Contact:  Bill  Morell 

F.C.  Kerbeck  Aston  Martin 

Palmyra  •  NJ 
(856)  829-8200 
Contact:  Joe  Innaurato 

Ray  Catena  Aston  Martin 

Edison  ■  NJ 
(732)  205-9000 
Contact:  Peter  Klein 


Aston  Martin  Long  Island 

Roslyn  •  NY 
(516)  478-4326 
Contact:  Simon  Rodd 

Aston  Martin  of  Cleveland 

Bedford  ■  OH 
(440)  359-1515 
Contact:  Gary  Goodman 

Midwesiern  Auto  Group 

Dublin  •  OH 
(614)  889-2571 
Contact:  Vi t  Vina 

Bobby  Rahal  Aston  Martin 

Wexford  •  PA 
(724)  940-3530 
Contact:  Mark  Harnden 

Aston  Martin  of  Dallas 

Dallas  •  TX 
(214)  522-1007 
Contact:  Kurt  Fegraeus 

Star  Motor  Cars 

Houston  •  TX 
(713)  868-6800 
Contact:  Richard  Wahl 


Aston  Martin  Tysons 

Vienna  •  VA 
(703)  770-2323 
Contact:  Phillip  Jones 

Aston  Martin  Seattle 

Seattle  •  WA 
(866)  855-8446 

Contact:  Michael  De  O'Campo 

Decarie  Motors 

Montreal.  Ouebec  ■  Canada 
(514)  334-9910 
Contact:  Cheryl  Bias 

Aston  Martin  of  Ontario 

Toronto.  Ontario  •  Canada 
(416)  530-1880 
Contact:  Leo  Rubino 

MCL  Motor  Cars 

Vancouver.  BC  •  Canada 
(604)  738-5577 
Contact:  Herb  Mills 


www.astonmartin.com 


Real  Escapes  by  Taylor  Antrim 


Allegheny  high: 
the  view  from  the 
slopes  of  Warm 
Springs  Mountain 


uests  of  the  Homestead  resort  in  Bath  County, 
Virginia,  have  enjoyed  unspoiled  Allegheny 
mountain  views  for  more  than  two  centuries, 
he  softly  forested  scenery  is  the  heart  of  this  small 
orthwestern  Virginia  county's  appeal.  But  in  2002 — 
orrors! — the  Homestead's  new  ownership  put  nearly 
2,000  acres  of  that  scenery  (owned  by  the  resort  since 
766)  on  the  block.  Guests  and  locals  feared  the  worst: 
lbdivisions  running  across  the  hillsides  like  ragweed, 
his  pristine,  remote  county,  where  locals  proudly  tout 
le  lack  of  stoplights,  was  about  to  be  invaded. 

Then,  an  unexpected  result:  The  hillsides  were  pro- 
cted.  The  onetime  South  Carolina-based  developer 
elebration  Associates  acquired  the  entire  parcel  for  just 
rider  $16  million,  and  immediately  sold  9,250  moun- 
intop  and  hillside  acres  to  The  Nature  Conservancy  for 
3.2  million,  placing  another  935  acres  into  conservation 
isement  through  the  Virginia  Outdoors  Foundation, 
hat  left  1,365  acres,  which,  according  to  county  zoning, 
)uld  support  almost  2,700  homes.  But  Celebration 
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COLDWELL  BANKER 


PREVIEWS 


INTERNATIONAL 


ST.  PETERSBURG,  FLORIDA 
Entertain  in  this  award-winning  home  with  its  Old  World  Tuscan 
motif  reminiscent  of  a  bygone  era  and  all  the  21st-century  amenities. 

PRICE:  $4,650,000 


GERRY  CHAVEZ 
COLDWELL  BANKER 
RESIDENTIAL  REAL  ESTATE,  INC. 
Phone:  727.821.6968 


SANTA  FE,  NEW  MEXICO 
Majestic  mountain  and  city  light  views  will  inspire  you  from  this 
beautifully  designed  home's  roof  deck. 
PRICE:  $1,250,000 


JOHN  E.  GROVER 
COLDWELL  BANKER 
TRAILS  WEST  REALTY,  LTD. 
Phone:  505.988.7285 


E  X  C  E  P  T  IONAL  H 
RPREVI  EWS.COM 


MONTEC1TO,  CALIFORNIA 
This  romantic  French  Mediterranean  estate  enjoys  180-degree  views 
of  the  Channel  Islands,  fine  details  and  a  separate  guest  house. 

PRICE:  $15,990,000 


STAN  TABI.ER 
COLDWELL  BANKER 
RESIDENTIAL  BROKERAGE 
Phone:  805.563.7261 
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drew  plans  for  only  450  home  sites  and 
the  infrastructure  needed  to  support  them. 
The  upshot?  Only  three  percent  of  the 
original  12,000  acres  would  go  towards  the 
creation  of  the  Homestead  Preserve. 

Three  percent  is  a  pretty  cynicism- 
husting  figure,  especially  when  you 
consider  that  other  conservation-oriented 
resort  developments  around  the 
country  boast  of  preserving  half 
or  two  thirds  of  the  available 
land.  For  the  Homestead  Pre- 
serve to  break,  so  little  ground 
shows  unusual  restraint — not  to 
mention  good  business  sense. 
The  developers  avoided  a  rebellion  from 
the  local  community  and  ensured  that 
those  450  home  sites  would  fetch  top  dol- 
lar. This  is  thanks,  in  no  small  part,  to 
their  views  of  so  much  untouched  land.  In 
August,  the  first  fully  constructed  home  at 
the  Homestead  Preserve,  situated  on  a 
nearly  one-acre  plot,  sold  for  $1.6  million, 
well  above  the  market  price  in  the  county 
for  a  home  on  a  parcel  that  size. 


"They  could  have  developed  a  lot  more 
of  that  land,"  agrees  Linda  Crowe,  direc- 
tor, of  land  protection  for  The  Nature 
Conservancy  in  Virginia.  "They  had  a 
specialized  market  in  mind.  They  devel- 
oped in  a  way  that  plays  to  their  key  audi- 
ence." And,  she  concedes,  The  Nature 
Conservancy  got  what  it  wanted:  a  swath 


(though  they  reserve  the  right  to  seal  o: 
endangered  areas  of  the  land  as  needed) 
The  balance  struck  by  the  Homestea 
Preserve  between  protecting  land  and  da 
veloping  it  seems  to  have  paid  off.  Sals 
have  been  steady  since  January  2003 
when  the  first  sites  were  released.  Avail 
able  lots  average  two  to  three  acres  an 


For  the  Homestead  Preserve  to  break  so 
little  ground  shows  unusual  restraint- 
not  to  mention  good  business  sense. 


of  native  forest  now  called  Warm  Springs 
Mountain  Preserve.  "Warm  Springs 
Mountain  was  a  pretty  big  priority  for 
protecting  biodiversity  in  Virginia," 
Crowe  says.  The  area  supports  wildlife, 
including  black  bears,  ruffed  grouse,  wood 
frog  and  red-spotted  newt,  and  a  few 
rare  forest  communities,  including  old- 
growth  hickory  trees,  high-elevation  wet- 
lands and  a  montane  pine  barren  on  top 


tro  spa:  the 
1836  Ladies'  House 
in  Warm  Springs 


"What  they  bet  on,"  says  Steve  Schneider, 
the  Homestead  Preserve's  director  of  sales 
and  marketing,  of  the  original  Celebration 
partners,  "is  that  people  would  pay  a  pre- 
mium to  have  a  home  in  a  rural  setting 
if  the  developer  could  assure  them  of 
beautiful  views.  That  there  weren't  going 
to  be  tract  houses  in  the  cow  pastures  or 
that  apple  orchards  wouldn't  have  to  be 
destroyed  to  put  up  new  homes." 


of  Warm  Springs  Mountain.  The  new 
preserve  also  links  up  with  170,000  acres 
of  the  George  Washington  National 
Forest,  expanding  the  contiguous  enve- 
lope of  protected  land.  "Those  things 
made  it  a  little  treasure  for  us,"  says 
Crowe.  The  Nature  Conservancy  has  built 
one  public  trail  and  ensured  continued  trail 
access  to  guests  of  the  Homestead  and 
homeowners  at  the  Homestead  Preserve 


have  fetched  prices  between  $275,000  an 
just  over  $1  million  (for  land  alone;  th) 
$1.6  million  sale  included  a  four-bedroorj 
farmhouse-style  home).  Beside  the  views 
the  major  draw  are  the  amenities  at  th 
nearby  Homestead,  included  in  the  sal 
price  and  renewable  at  $2,205  a  year  fa 
a  social  membership  and  $3,160  fo( 
unlimited  golf  and  tennis  access.  Th 
Homestead  offers  three  golf  courses,  inj 
eluding  the  Old  Course,  laid  out  in  1892 
expanded  in  1901  and  featuring  the  oldes 
first  tee  in  America,  and  the  Cascade) 
Course,  home  to  several  recent  Senia 
PGA  Tour  events.  There's  also  skiing 
falconry  and  the  spring-fed  mineral  poo! 
that  give  the  local  villages,  Hot  Spring 
and  Warm  Springs,  their  names.  A  soa 
inside  the  wonderfully  decrepit  Gentle! 
man's  Pool  House,  built  in  1761,  wher 
Thomas  Jefferson  spent  three  weela 
recovering  from  a  bout  of  rheumatism  ii 
1818,  is  a  must-have  experience  for  th 
Presidential  historian-cum^spa  enthusi 
ast.  The  equally  picturesque  Ladies'  Poa 
House,  which  opened  in  1836,  stand 
next  door. 

And  then  there  are  those  views.  Thesi 
mountains,  as  Crowe  points  out,  "are  onj 
of  the  oldest  landscape  features  on  thi 
planet."  Formed  through  two  tectonit 
plate  events  350  million  years  ago  an<j 
stretching  from  Virginia  to  Pennsylvania 
the  Alleghenies  were  once  the  size  ol 
the  Himalayas.  It  appears  now  that  thi 
corner  of  the  world  will  be  protected  ? 
little  longer.  • 

Homestead  Preserve,  Hot  Springs,  Virginia 
(866)  933-2899,  www. homesteadpreseru^ 
com. 
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s  not  just  a  card.  Its  a  choice. 


MARQUIS  JET 
274  6391  5381 

JOHN  T  WATEP5 

"0/06  TMPIJ  10/07  01 

HfWKEP  800/P 


Marquis  Jet  Card"  Owners  enjoy  the  uncompromising  quality, 
consistency  and  safety  ofNetJets",  25  hours  at  a  time. 
The  best  fleet,  pilots  and  service  in  the  world.  Make  the  choice 
to  accomplish  more.  Call  today  1.866. 538. 3201  or  visit  Marquisjet.com. 


All  program  flights  operated  by  NetJets'  companies  under  their  respective  FAR  Pari  135  Air  Garner  Certilicates. 


"Growing  grapes  is  like  any  marriage. 
Tke  more  you  give,  the  more  yon  get." 


—  Stanton  Lange,  grower,  Woodbridge  Winery 


ww\y.woodbr?ftgewi  nes.com  ** 

en  Robert  Mondavi  founded  Woodbridge  Winery  twenty-five  years  ago,  he  knew  great 
grapes  don't  grow  all  by  themselves.  You  need  the  right  land,  the  perfect  climate,  and  a  whole 
lot  of  love.  That's  why  we  care  for  our  vineyards  with  small  winery  techniques,  and  you  can  taste 
it  in  our  crisp,  delicious  Ghardonnay.  (As  you  can  tell,  I  get  a  little  wrapped  up  in  my  work.) 


I 


Woodbridge 

BY  ROBERT  MONDAVI 
Taste  our  small  winery  tradition.7 


WOODBRIDO 


Wine  &  Spirits  by  Barnaby  Conrad  III 


Uscar  Wilde  once  remarked,  "A  glass  of  absinthe 
is  as  poetical  as  anything  in  the  world.  What 
difference  is  there  between  a  glass  of  absinthe 
and  a  sunset?" 
If  you're  thinking,  "About  the  same  difference  as  a 
ort  of  cocaine  in  the  balcony  of  Studio  54  and  a  12- 
ep  program  at  Betty  Ford,"  then  you  probably  grasp 
e  concept  that  every  culture  has  its  talismanic  vices 
d  forbidden  pleasures,  but  you're  a  middle-aged  cynic 
ipped  in  the  prosaic  era  of  disco.  Travel  back  to  fin 
:  siecle  Paris,  the  city  of  Edgar  Degas,  Henri  de 
Dulouse-Lautrec  and  poor  Wilde,  an  era  when  drink- 
g  absinthe  on  the  terrace  of  the  Cafe  de  la  PaLx  was  as 
>se  as  you  could  come  to  capturing  the  Belle  Epoque 
a  glass.  Sip  your  cool,  soothing  absinthe  and  watch 
e  gaslit  boulevards  come  alive  as  dusk  falls.  There, 
ft  that  better? 

Back  then  the  cocktail  hour  was  called  L'Heure  Verte 
ter  absinthe's  infamous  emerald  hue,  and  though  it 
s  drunk  by  millions  of  blue-smocked  workers  and 
bourgeois,  today  it  is  best  remembered  as  the  elixir  of 


The 
Absinthe- 
Minded 
Professor 

Our  correspondent  reports  on 
the  return  of  a  forbidden  nectar. 
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great  poets  and  the  breakfast  of  wastrels. 
Toulouse-Lautrec,  who  carried  a  vial  of 
absinthe  inside  a  hollow  cane,  told  his 
friends,  "One  should  drink  little... but 
often."  One  of  his  favorite  cocktails  was 
The  Earthquake,  which  was  absinthe 
mixed  with  Cognac.  The  symbolist  painter 
Gustave  Moreau  remarked  of  Toulouse- 
Lautrec's  genius:  "His  paintings  are  en- 
tirely painted  in  absinthe."  In  his  canvases, 
the  underlit  faces  of  bohemian  Paris  al- 
ways had  a  lurid  yellow-green  tint,  as  if  re- 
flected in  a  glass  of  the  nefarious  cocktail. 

In  fact,  absinthe  was  fuel  for  many 
geniuses  of  the  day.  As  the  poet,  lin- 
guist and  inventor  Charles  Cros  wrote, 
"Absinthe,  on  a  winter  evening/Lights 
up  in  green  the  sooty  soul."  (Cros  drank 
up  to  20  absinthes  a  day  and  died  one 
night  while  scribbling  a  last  line  of 
poetry.)  The  list  of  painters,  writers  and 
poets  who  drank  this  licorice-tasting 
drink  and  described  its  mind-altering 
powers  spans  the  era:  from  Manet,  Degas 
and  Van  Gogh  to  Baudelaire,  Verlaine 
and  Ernest  Dowson,  who  quipped, 
"Absinthe  makes  the  tart  grow  fonder." 

Yet  by  the  turn  of  the  century, 
there  was  a  growing  move- 
ment to  ban  absinthe  in  sev- 
eral European  nations.  One 
hyperbolic  temperance  leader, 
Georges  Ohnet,  exclaimed,  "If  absinthe 
isn't  banned,  our  country  will  rapidly  be- 
come an  immense  padded  cell  where  half 
the  Frenchmen  will  be  occupied  putting 
straightjackets  on  the  other  half." 


HOW  TO  DRINK  ABSINTHE 


> Absinthe  is  a  potent 
drink  with  a  high 
alcohol  content — 
usually  between  100  and 
140  proof— and  should  be 
diluted  with  ice  water.  The 
ideal  absinthe  glass  is 
heavy  and  tall,  shaped  like 
a  beer  schooner  or  parfait 
glass.  Traditionally,  you 
pour  one  to  two  inches 
of  clear  absinthe  into  the 
glass,  then  balance  a 
trowel-shaped  absinthe 


spoon  across  the  rim. 
Perch  a  cube  of  sugar  on 
the  spoon  and  slowly 
pour  ice-cold  water  from 
a  glass  decanter.  As  the 
sugar  cube  dissolves  and 
drips  into  the  glass,  the 
clear  absinthe  turns  a  pale 
opalescent  green  or  yellow. 
(Hipsters  in  the  Czech 
Republic  have  bastardized 
the  ritual  by  lighting 
their  second-rate  absinthe 
on  fire;  don't  do  it.) 


Mix  one  part  absinthe 
to  three  to  five  parts  watei 
Give  it  a  swirl  with  the 
spoon,  say  a  little  prayer  fo 
Toulouse-Lautrec  and 
Verlaine,  and  hoist  it 
to  your  trembling  bohemia 
lips.  Depending  on  your 
thirst,  expect  transitory 
nirvana  or  a  life  of 
ruin.  Keep  in  mind  that  Va 
Gogh  decided  to  cut  off 
half  of  his  left  ear  during 
an  absinthe  binge. 


ing  for  the  anise  flavor,  and  continued  1 
drink  it  in  peacetime  France.  And  so 
became  big  business.  By  1910,  one  qua] 
ter  of  the  129  million  liters  of  alcohol  cor 
sumed  by  Frenchmen  was  absinthe.  TH 
Pernod  family  and  other  producers  < 
name  brands  such  as  Cusenier  and  Duv 
had  turned  a  folk  recipe  into  a  mult 
million-franc  industry,  with  Switzerlarj 
alone  exporting  three  million  gallons  p< 
year.  In  France,  the  high  taxes  on  absintlj 
provided  one  percent  of  the  state's  annu 
operating  budget. 

Like  many  fun  and  slightly  naught 
pastimes,  absinthe  had  its  enemies,  wn 
linked  its  drinking  to  moral  atrophj 
In  1890,  a  British  novelist  called  Mar; 
Corelli  wrote  Wormwood:  A  Drama 
Paris,  a  heavy-breathing  potboiler  abou 
an  absinthe-crazed  murderer,  which  ws 
a  sort  of  Reefer  Madness  of  its  day.  "TrJ 
morbidness  of  the  French  mind  is  well 
known  and  universal] 
admitted,  even  by  th 
French  themselves;  th 
open  atheism,  head 
„      lessness,  flippancy  aril 

paintings  are  entirely  painted  in  absinthe,   flagrant  immorality, 

the  whole  French  scho> 


recommended  wine  steeped  in  worm- 
wood as  a  medicinal.  Pliny  included 
wormwood  in  his  Naturalis  Historia  (A.D. 
77)  as  a  combatant  against  dyspepsia  and 
intestinal  worms — hence  ensuring  its 
popular  name  long  before  modern  chem- 
ical research  proved  that  absinthol,  the 
oil  derived  from  the  plant  Artemisia  ab- 
sinthium, does  indeed  kill  off  roundworm. 
Shakespeare's  characters  in  The  Merry 
Wives  of  Windsor  drank  a  concoction  of 
wormwood  and  ale  called  Purl,  while 
Madame  de  Sevigne,  a  leading  lady  of 
the  French  court  in  the  17th  century,  de- 
clared, "My  little  absinthe  is  the  remedy 
for  all  my  illnesses." 

Nineteenth-century  absinthe  had  its 
origins  in  Couvet,  a  small  village  in  west 
em  Switzerland  where  local  residents  had 
been  gathering  wild  wormwood  from  the 
hills  and  distilling  it  with  anise  and  other 
herbs  as  a  folk  medicine.  In  1805,  a  Couvet 


The  symbolist  painter  Gustave  Moreau 
remarked  of  Toulouse-Lautrec's  aenius:  "His 


A  hundred  years  later,  it  seems  re- 
markable that  any  cocktail  could  be  so  cel- 
ebrated and  denigrated.  Besides  anise, 
absinthe's  essential  ingredient  is  Artemisia 
absinthium,  the  common  wormwood 
plant.  Growing  wild  all  over  Europe  and 
Asia,  Artemisia  is  a  member  of  a  plant 
group  called  Compositae,  which  includes 
sagebrush  and  tarragon.  The  story  of 
absinthe  begins  thousands  of  years  ago, 
when  the  ancient  Palestinians  and  Greeks 


man  named  Henri-Louis  Pernod  opened 
a  factory  across  the  border  in  Pontarlier, 
France — the  first  factory  for  an  anise- 
based  liqueur  in  France.  As  dozens  of 
competitive  factories  opened,  Pontarlier 
became  the  absinthe  capital  of  the  world. 

The  demand  for  absinthe  rose  after 
French  forces  in  the  Algerian  War 
(1844-47)  were  issued  rations  of  absinthe 
to  mix  with  their  drinking  water  as  a  bac- 
terial deterrent.  Soldiers  developed  a  lik- 


of  thought  is  unquestioned....  one  d 
the  causes  is  undoubtedly  the  reckle; 
Absinthe-mania,"  she  wrote. 

Was  this  merely  an  English  prig] 
Francophobia?  Maybe  not.  A  number  c 
leading  physicians  were  beginning  to  ex 
amine  the  drink,  and  though  inconclusiv 
by  modern  standards,  studies  showed  th; 
large  amounts  of  wormwood,  when  mixe 
with  alcohol,  produced  convulsions  an 
lesions  on  the  cerebral  cortex.  (Thujont 
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On  the  Beatft  at  Waikiki 


the  psychoactive  ingredient  in  absinthol, 
has  been  compared  to  THC,  the  essential 
compound  in  marijuana.  Yet  new  studies 
indicate  that  while  THC  is  a  depressant, 
thujone  acts  as  an  anti-inhibitor  on  cere- 


venereal  disease.  These  declarations  make 
absinthe  sound  like  a  terrible,  addictive 
poison.  Yet  for  the  millions  who  drank  it 
in  moderation,  absinthe  was  little  more 
than  a  pleasant,  refreshing  drink. ' 


States.  Britain,  Spain  and  the  Cze< 
Republic  never  banned  absinthe  produ 
tion — basically  because  they  never  consk 
ered  the  drink  a  problem. 

Absinthe  retains  a  deep,  if  odd,  follov 
ing.  In  1988  I  wrote 
book  called  Absinth 
History  in  a  Bottle  (r 
printed  by  Chronic 
Books  in  1997).  Almo 
immediately  I  begs 
receiving  letters  ar 
phone  calls  asking  for  absinthe  recipe) 
The  callers  ranged  from  two  fraterni 
brothers  at  Berkeley  to  a  93-year-old  mJ 
in  Florida  who  sent  me  a  bottle  of  vinta 
(pre-1915)  absinthe.  An  American  tee 
ager  announced  that  he'd  named  his  ro 
group  Absinthe.  Friends  brought  me  ne 
manufactured  (legal)  bottles  of  absint 
from  Portugal,  Andorra  and  even  Japa| 
Throughout  Switzerland,  bootleggej 
continued  to  distill  absinthe,  and  I  trieq 
few  clandestine  bottles  sent  my  way  1 
a  Swiss  banker. 

In  1990,  Radomil  Hill,  a  Czech  distillJ 
began  brewing  absinthe  (very  low-graij 
stuff  with  high  alcohol  content)  and  se] 
ing  it  to  bars  in  Prague,  and  the  Czec 


French  forces  in  the  Algerian  War  were 
issued  rations  of  absinthe  to  mix  with  their 
drinking  water  as  a  bacterial  deterrent. 


bral  nerve  impulses,  causing  neurons  to 
fire  faster,  thus  exciting  the  brain.  Some 
modern  distillers  claim,  however,  to  have 
eliminated  thujone  from  their  product.) 
Certainly,  when  combined  with  alcohol, 
wormwood  oil  could  produce  unpre- 
dictable results. 

As  World  War  I  loomed,  the  French 
compared  the  "healthy,  beer-drinking 
Teuton"  to  the  chain-smoking  bohemians 
in  Montmartre  reciting  poems  over 
absinthe  and  saw  a  bunch  of,  well,  losers. 
French  authorities  conjectured  that  the 
physical  frailty  of  their  military  conscripts 
was  due  to  absinthe  drinking;  right  or 
wrong,  the  fabled  liqueur  was  linked  with 
epilepsy,  malnutrition,  tuberculosis  and 


Belgium  had  banned  it  in  1906, 
Switzerland  followed  in  1910  and  the 
United  States  in  1912.  Finally,  the  French 
capitulated  in  1915,  effectively  ending  the 
absinthe  era. 

Until  recently,  that  is.  In  January 
2005,  Switzerland  legalized 
the  production  of  absinthe, 
provided  it  complied  with  a 
government-approved  level  of 
45  percent  alcohol  (90  proof)  and  10  mil- 
ligrams of  thujone  per  liter.  Absinthes 
with  low  thujone  levels  are  now  sold 
legally  in  France,  Canada,  Germany,  New 
Zealand,  Austria,  Japan,  Sweden,  Italy 
and  the  Netherlands,  but  not  the  United 


ABSINTHE  AT 
AUCTION 


On  November  8, 
;   Christie's  New  York 

will  hold  an  evening 
sale  of  Impressionist  and 
modern  works  headlined  by 
this  "Blue  Period"  Picasso, 
Angel  Fernandez  de  Soto. 
Painted  in  1903,  this  portrait 
of  one  of  Picasso's  closest 
friends  is  the  quintessential 
portrayal  of  the  dandy, 
bourgeois  Parisian  gentleman 
of  the  day — arm  slung 
over  the  back  of  a  chair, 
pipe  in  hand,  and  a  glass  of 
absinthe  on  the  table. 

"Picasso  was  in  Paris  at 
the  time,  and  it  was  [painted] 


on  the  heels  of  his  first  really 
successful  solo  exhibition," 
says  Guy  Bennett,  Christie's 
senior  vice  president  and 
head  of  the  Impressionist  and 
Modern  Art  division.  "It's  a 
sort  of  turning  point;  he's  only 
three  or  four  years  away  from 
developing  proto-Cubism, 
where  he's  really  beginning 
to  find  his  vision."  Offered 
by  the  Andrew  Lloyd  Webber 
Foundation,  with  the 
proceeds  going  to  charity, 
the  work's  market  value 
is  estimated  at  $40-$60 
million,  www.christies.com. 


'  ■  "-Life 


100  WINES  BY  THE  GLASS.  100  TOASTS  WAITING  TO  BE  MADE. 
OUR  PRIVATE  DINING  EXPERTS  WILL  HELP  YOU  CREATE  AN  UNFORGETTABLE  OCCASION. 
FLEMING'S.  WHERE  EVENINGS  OUT  BECOME  MEMORABLE  TIMES. 


PRIME  STEAKHOUSE  6-  WINE  BAR 


For  iocations  visit  flemingssteakhouse.com 


ANOTHER 
SOPHISTICATED  STYLE. 
SAME  LEVEL 
OF  COMFORT. 


Whether  slip-on  or  lace-up, 
each  pair  of  shoes  in  the  Allen- 
Edmonds  Casual  Comfort 
Collection™  features  ultra  soft 
calfskin  and  our  distinctive 
comfort  system.  And,  the 
entire  collection  is  designed 
with  today's  active  lifestyle  in 
mind.  To  see  every  style  and 
find  a  dealer  near  you,  visit 
allenedmonds.com. 


Allen 
idmonds 


allcncdmonds.com 


developed  an  unusual  way  of  serving  it — 
aflame,  something  never  done  a  century 
ago.  Five  years  later,  top  French  chef 
Jean-Michel  Bergougnoux  opened  a  fine 
Manhattan  restaurant  called  L' Absinthe, 
while  a  similarly  named  restaurant  opened 
in  San  Francisco  under  different 
ownership.  Both  exude  Belle 
Epoque  charm  and  sensuality, 
but  do  not  sell  absinthe. 

At  a  recent  private  party  in 
San  Francisco,  a  hundred  people 
gathered  to  drink  the  new  vari- 
eties of  absinthe  coming  out  of 
Europe.  Some  of  the  beautifully  YQ, 
labeled  bottles  had  been  pur- 
chased at  a  store  in  Berlin  called 
the  Absinth  Depot,  while  others 
had  been  ordered  online  and 
shipped  by  courier  (illegally)  into 
the  U.S.  The  guests,  many  of  them  in 
Victorian  or  goth  outfits,  poured  and 
tasted,  commenting  on  the  louche,  the 
milky  transformation  absinthe  undergoes 
when  water  is  added.  The  chatter  sounded 
a  bit  like  that  ot  wine-tasters.  "It  has  a  hint 

of  peppermint  I'm  getting  a  touch  of 

chocolate  in  the  aftertaste,  no?... The 
Spanish  Segarra  is  honest  and  hearty.... 
Whoa,  this  Czech  stuff  is  really  awful!" 

What,  I  thought,  accounted  for  the 
continued  interest  in  a  long-banished 
drink?  Paul  Nathan,  a  world-renowned 
magician,  party  impresario  and  absinthe 
connoisseur,  said,  "People  are  rediscover- 
ing their  chronic  craving  for  ritual  and 
magic  in  life.  Absinthe  has  it  all."  One 


female  guest  in  Victorian  lace,  with  go 
makeup  and  blackened  hair,  told  me  wi 
a  straight  face,  "La  Fee  Verte  is  truly  ; 
elixir  of  the  Gods,  the  emerald  blood 
the  Goddess,  the  whispered  memories 
artists'  inspirations  of  ages  past." 

Once  known  as 

"bottled  madness 
absinthe  seems  ! 

well  on  its  way  to 
gaining  its  status 

as  a  retro-muse  ill 
the  21st  century. 

Pretty  far-out  stuff,  even  for  Sa 
Francisco.  Once  known  as  "bottled  mac 
ness,"  absinthe  is  steadily  regaining  i 
status  as  a  retro-muse  in  the  21st  centur 
But,  I  wonder,  does  legal,  well-regulate 
absinthe  have  the  same  allure?  Where 
the  naughtiness  derived  from  dangei 
ous  contraband?  As  I  sipped  my  gla 
of  EU-approved  absinthe  from  a  revive) 
factory  in  Pontarlier  and  developed 
buzz,  I  realized  that  absinthe's  greatej 
attraction  lay  in  its  associations.  I  thougl 
of  Rimbaud's  words:  "Let  us,  wise  pi! 
grims,  reach/The  Absinthe  with  tH 
green  pillars..." 

The  Green  Fairy  lives  again!  And,  bytli 
way,  monsieur,  I  prefer  mine  well-sugared. 


ABSINTHE  ONLINE 


>The  best  absinthe  site 
is  www.oxygenee.com, 
which  features  the 
Virtual  Absinthe  Museum, 
an  astounding  historical 
display  of  vintage  art, 
posters,  periodicals,  labels, 
bottles  and  absinthe 
paraphernalia.  Some  of 
it  is  for  sale. 

Fine  authentic  absinthes 
are  made  by  T.A.  Breaux 
and  Jade  Liqueurs 
of  Combier,  France, 
available  at  www. vintage 


absinthe.com.  Try  the 
Nouvelle-Orleans-L'Esprit 
du  Vieux-Carre  or  the 
Absinthe  Edouard. 

Spanish  absinthe,  never 
banned,  is  well  represented 
by  Segarra,  which  is  aged 
in  oak  barrels  and  distilled. 
Absenta  Deva,  Perigan 
and  Philippe  Lasala  are 
also  good.  Order  through 
www.spiritscorner.com. 

I  can  recommend  French- 
made  brands  Francois  Guy, 
Un  Emil  and  Absinthe  Verte 


de  Fougerolles.  Also  try 
Swiss  varieties  Clandestine 
and  Kubler,  made  in  the 
Val-de-Travers.  Absinthe 
Montmartre  is  made 
in  Austria.  Order  from 
Liqueurs  de  France  at 
www.absintheonline.com  oj 
through  the  German-based 
company  www.alandia.de 
Prices  range  from 
$30  to  $70  per  bottle. 
Avoid  the  Czech-made 
absinthes,  which  are  barely 
better  than  mouthwash. 


It's  illegal  to  import  absinthe  into  the  United  States,  but  the  law  is  rarely  enforced. 


_ 


YOUR  SNEAKERS  STILL  FIT.  BUT  THAT  DOESN'T 
MEAN  YOU  HAVEN'T  OUTGROWN  THEM. 


me  for  a  more  sophisticated 
al  shoe.  Introducing  the 

Edmonds  Casual  Comfort 
fection!"  They're  casual  shoes 
blend  comfort  and  style 
ke  any  other.  Every  pair 

ines  a  highly  supportive 


inner  sole,  cushioned  removable 
footbed  and  rubber  outsole 
to  create  unparalleled  comfort 
right  out  of  the  box.  And, 
they're  available  in  four  widths 
and  sizes  7-15,  giving  you  a 
near  custom  fit.  On  top  of 


all  that,  our  Casual  Comfort 
Collection  is  handcrafted  by 
master  shoemakers  right  here 
in  the  United  States.  Making 
them  a  purchase  you'll  be  even 
more  comfortable  with. 


Edmonds 


allenedmonds.com 


Quintessentials  by  Mark  Grischke 


Horn  of  Plenty 


ji  age-old  material  opens  the  eyes  of  a  new  generation. 


hese  days,  "horn-rimmed"  glasses  are  typically 
made  of  plastic  or  acetate,  but  the  name  dates 
back  to  the  1890s,  when  real  horn  was  a  common 
iterial  for  spectacle  frames.  During  the  20th  century, 
my  natural  products  ebbed  in  and  out  of  favor  on  over- 
ling tides  of  technological  development  and  environ- 
;ntal  awareness,  and  buffalo  horn  ultimately  became 
)re  expensive  than  most  people  thought  it  was  worth, 
matters  of  taste,  however,  there  always  exists  a  special 
)set:  the  Discerning  Few. 

I  Truth  is,  buffalo-horn  eyeglasses  never  really  went 
[ay — and  now  they  are  having  something  of  a  resur- 
lce.  There  are  many  reasons  to  like  them:  Horn 
Imes  are  hypoallergenic,  very  light  and  less  likely  to 
late  that  awful  clamminess  on  one's  skin.  They're  also 
mtiful,  and  can  be  hand-shaped  and  polished  to  an 
lost  transparent  airiness.  Horn  used  for  eyeglasses 
natural  by-product  of  Asian  water  buffalo,  surely 
original  multitaskers  of  domesticated  animals:  They 
wide  everything  from  brute  strength  (for  hauling  peo- 
and  plows)  to  food  (meat,  and  milk  for  that  famous 
ffalo  mozzarella). 

iMorgenthal  Frederics,  a  posh  New  York  optical 
lpany,  designs  its  own  buffalo-horn  eyeglasses  (for 
mts  such  as  John  Malkovich  and  Emma  Thompson 
has  them  made  in  Germany.  Morgenthal  Frederics 
takes  custom  orders — which,  for  hand-worked  horn 
Imes,  can  take  12  to  16  weeks  to  fill.  Buffalo  horn 
\mes,  $995,  by  Morgenthal  Frederics,  New  York;  (888) 
1-8700,  www.morgenthalfrederics.com.  Custom  frames 
\rtat  $1,100.  • 
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Interesting  fact-NASA  chose 
JVC  D-ILA  technology  for  image  analysis  after 
a  shuttle  launch.  The  lack  of  pixel  structure  doesn't  interfere 
with  critical  image  analysis  and  provides  no  spatial  dithering 
as  in  other  technologies,  so  no  artifacts  are  projected  onto  the  display. 
Sure  it  all  sounds  like  rocket  science,  but  that's  what  makes  the  picture 
quality  so  fantastic.  Hmmm...we're  thinking  it  might  make  the  football  game 
in  your  living  room  look  pretty  good  too. 


HED-IL 

Get  peace  of  mind  knowing  this  techoQlogy  will  be  around  for  a  while  at  www.true1080p.jvc.com 


Powered  by  D  HA 


JVC) 


The  Perfect  Experience 


Electronics  by  Thomas  Jackson 


f  one  were  to  single  out  the  greatest  camera  manu- 
facturer of  the  20th  century,  it  would  be  Leica,  hands 
down.  For  years,  the  company  produced  one  tech- 
|ical  marvel  after  another,  from  the  Leica  I,  the  first 
)mmercially  successful  35mm  camera  (1925),  to  the 
range  finder  (1954),  the  tool  of  choice  among  photo- 
)urnalists,  travel  photographers  and  snapshot  artists, 
fhotographers  loved  Leicas  for  their  tough-as-nuts 
resign,  their  flawless  optics,  intuitive  controls  and  nearly 
llent  shutters.  Henri  Cartier  Bresson  called  his  an 
(tension  of  his  arm,  and  hardly  a  Magnum  or  LIFE 
lagazine  photographer  shot  without  one.  They  were 
(pensive  as  cameras  go,  but  to  those  who  owned  one,  it 
bemed  like  an  investment  that  would  last  a  lifetime. 

Then  came  the  digital  revolution.  Analog  film  fell  out 
:  widespread  use,  and  so  did  all  those  Leicas.  Canon  and 
[likon's  digital  cameras,  better  suited  to  our  age  of  instant 
lews  and  satellite  uploads,  became  standard  gear  for 
pricing  pros  and  serious  amateurs.  Leica's  once-dom- 
lant  film  cameras  became  little  more  than  high-end 
)llector's  items,  expensive  neckwear  for  hobbyists. 

Now  cut  to  present.  The  company  will  bid  to  recap- 
ire  old  glory  in  November  with  the  release  of  the  M8,  a 
)mpletely  rebuilt,  digital  version  of  the  M  range  finder, 
has  a  10.2-megapixel  sensor,  a  shutter  capable  of 
1/8,000  of  a  second  exposure  and  a  2.5-inch  LCD 
preen.  But  despite  being  a  thoroughly  21st-century  cam- 
pa,  the  M8  looks  and  feels  like  a  good  old  M3,  M6  or 
17.  The  magnesium  alloy  body  is  slightly  thicker  and 
le  old  film-advancing  lever  is  gone,  but  other- 
rise  it's  a  dead  ringer.  And  while  many  of 
fcday's  high-end  digitals  are  a  mess  of  buttons 
lid  scroll  wheels,  the  M8  retains  the  unclut- 
Ired  elegance  of  its  predecessors.  In  a  triumph 
|f  backwards  compatibility,  it  even  accepts 
Id  M  lenses  produced  as  far  back  as  1954. 
I  There  are  shortcomings,  however.  The  cam- 
l"a's  megapixel  count  lags  behind  those  of  com- 
erable  models.  Canon's  EOS  5D,  for  example, 
fcasts  12.8  megapixels  and  costs  almost  $2,000 
Iss.  The  M8  also  fails  to  live  up  to  one  of  the 
id  M's  greatest  selling  points:  its  whisper-quiet 
mutter.  When  fired,  the  M8  exudes  an  audible 
lick-thwack,  bad  news  for  the  silent,  stealthy 
ilpes  who  have  always  been  attracted  to  the  M. 
lut  those  flaws  aside,  this  is  still  very  much  a  Leica  of 
Id,  a  wondrous  machine  designed  to  take  great  pictures 
lith  as  little  fuss  as  possible.  And  it's  as  likely  as  ever  to 
lake  itself  an  extension  of  your  arm.  • 


,795  (body  only,  in  silver  or  black),  www.leicacamerausa.com. 


Leica 


Rollin 


Stone 


The  20th  century's 

camera  retools 
for  the  digital  age. 
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LOOK  WHO'S  DRINKING 
BIGELOW  GREEN  TEA  NOW. 


"Six  years  ago,  my  nutritionist  recommended  I  make  it  a  regular  part  of  my  diet 
so  I  did.  I've  been  drinking  Bigelow  green  tea  ever  since. ..especially  during  the  game. 


hi 


Joe  Torre  f  BIGELOW 


to  www.gogreentea.com  for  more  information. 


Spas  by  Lorraine  Cademartori 


The  new  spa  at  the  Lodge  at  Woodloch 
s  luring  guests  to  the  Pocono  Mountains. 


hink  of  the  Poconos,  and  a  few  images  come  to 
mind:  go-karts,  sleepaway  camp,  heart-shaped  hot 
tubs  at  the  Mount  Airy  Lodge.  But  the  much-ma- 
ed  family  vacation  area  (boosters  now  refer  to  it  as  the 
cono  Mountains,  the  Lake  Region  or  simply  Northeast 
nnsylvania)  has  seen  its  share  of  gentrification  over 
e  past  few  years.  The  second-home 
arket  has  mushroomed,  and  with  it, 
opulation  of  folks  whose  tastes  ex- 
d  beyond  Dairy  Queen. 
Which  made  this  past  June's  debut 
the  Lodge  at  Woodloch  possibly 
spicious.  Run  by  Ginny  and  John 
pis,  spa  industry  veterans  who 
lped  establish  such  venerable  prop- 
ities  as  Canyon  Ranch  in  Arizona, 
icara  in  Santa  Barbara  and  the  Doral 
iturnia  in  Miami,  it's  been  dubbed 
e  first  destination  spa  to  open  in  the 
S.  in  more  than  a  decade.  About  two 
d  a  half  hours  west  of  New  York  City 
d  three  hours  north  of  Philadelphia, 
tiny  Hawley,  PA,  Woodloch  does 
:rit  the  moniker  "destination":  With 
e  exception  of  local-area  activities 
ch  as  kayaking,  tennis  and  golf  (the 
aded  Woodloch  Springs  Country 
ub  course  is  direcdy  across  the  road), 
its  amenities  are  offered  on-site,  with 
ness  center,  spa  facility,  indoor  pool, 
ning  and  lodging  under  one  roof. 
That  roof  shelters  an  enormous 
lilding  whose  southerly  exposures 
2  entirely  covered  in  windows,  the 
tter  to  take  advantage  of  forest  views.  It's  a  lovely 
uch,  particularly  in  the  pool  area,  where  a  guest  can 
end  hours  under  two  dramatic  hydromassage  water 
s,  gazing  out  into  the  woods  in  a  relaxation-induced 
por  (but  yes,  that  is  a  bear  grazing  at  the  blueberry 


The 
Pennsylvania 
Touch 


Peace  in  our  time: 
the  lake  at  the  Lodge 
at  Woodloch  in 
Hawley,  Pennsylvania 


On  the  Road 

Spa  addicts  weary  of  toting  around 
bulky  products:  Relief  is  yours. 
JetBlue  now  offers  its  red-eye 
passengers  a  kit  containing  eye  masks, 
earplugs,  moisturizer,  lip  balm 
and  a  promotional  offer  from  the  spa 
company  Bliss.  Kiehl's  Since  1851 
has  always  given  customers  their 
pick  of  free  travel-size  samples 
at  its  flagship  New  York  location 
(www.kiehls.com).  But  the  best  (and 
loveliest)  compact  formulations 
we've  tried  come  from  Cinq  Mondes, 
and  they've  passed  our  decidedly 
unscientific  leak-  and  shatter- 
proof testing.The  five  "elixirs 
precieux"  ("purifying,"  "soothing," 
"moisturizing,"  "renewing"  and 
"radiance")  are  available  to 
American  consumers  only  through 
the  Internet  (www.beautyhabit.com). 


bushes).  There  are  also  windowed  views 
from  both  the  steam  and  sauna  rooms. 
The  accents  (dark  woods,  trim  in  varying 
shades  of  green)  are  deliberately  lodgelike. 
The  Lodge's  75  acres  include  a  private, 
wetlands-style  lake  and  a  mile-long  walk- 
ing trail,  both  of  which  convey  relative 
seclusion  in  an  area  marked  by  family 
resorts  and  kiddie  camps.  (Children  under 
18  are  not  permitted  at  Woodloch.) 

You'd  expect  a  spa  opened  by  experi- 
enced consultants  to  be  designed  intelli- 
gently, and  Woodloch  doesn't  disappoint. 
For  starters,  it's  40,000  square  feet:  I  got 
lost  trying  to  find  the  restroom,  and  that 
was  within  the  ladies'  changing  room. 
Regardless  of  how  many  visitors  it  may 
have  at  one  time  (the  Lodge  has  58  rooms 
and  suites),  this  place  is  never  going  to  feel 
cramped.  They've  put  in  a  dozen  indiv- 
idual changing  and  shower  rooms  for 
the  more  modest  visitors,  and  a  "Whisper 


Lounge"  with  fireplace  and  sweet  treats 
to  help  clients  ease  back  into  reality, 
posttreatment.  Clever,  unique  touches 
abound.  A  small  heated  outdoor  pool  is 
built  into  the  patio,  which  has  radiant- 
heat  stone  flooring,  allowing  it  to  be  used 
year-round.  The  fixtures  throughout  the 
Lodge  are  entirely  done  by  Rocky  Moun- 
tain Hardware — understated  sand-cast 
bronze  with  a  natural  coat- 
ing that  allows  the  metal 
to  blend  into  its  environ- 
ment— and  in  the  merci- 
fully small  and  hidden 
salon  (a  necessary  evil  in 
all  spas)  for  sanitary  rea- 
sons, the  pedicure  areas  use 
copper  basins  and  no  jets. 


sandpaper.  Chef  Lyle  Bolyard's  manda 
is  to  produce  dishes  with  25  to  30  percei 
fat.  The  result  is  very  solid  fare;  Bolyard 
cooking  classes  (in  a  lavish  Viking  dem 
kitchen)  are  quite  popular,  and  his  Caes; 
salad  with  cashew  croutons  was  tru 
memorable.  In  another  somewhat  darir 
decision,  there's  a  bar  serving  organic  bee 
tapas  and  cocktails:  first  the  detox,  thejl 
the  retox. 

Can  cashew  croutons  art 
organic  beer  make  it  in  tl 
Poconos?  The  New  York  metre 
politan  region  is  woefully  undej 
served  by  the  destination  sn 
market,  and  not  everyone  wan 
to  hop  on  a  plane  for  a  relaxing 
getaway.  If  my  informal  survey  < 
7l~ 


Treatments  are, 
not  surprisingly,  top- 
notch:  My  Awakening 
the  Senses  facial  with 
"aculift  massage"  (using  Astara 
products)  was  deeply  relaxing; 
I  especially  liked  the  use  of  two 
small  rose-quartz  discs  as  part  of  a 
massage  to  soothe  inflammation. 
My  White  Oak  Soother  body 
treatment  was  carefully  done  (I 
was  asked  about  any  allergies, 
whether  the  room  and  the  bath 
water  were  too  hot  or  too  cold, 
whether  the  table  and  pillows 
were  comfortable).  The  only 
quibble:  There  was  an  add-on 
component  to  my  service — a 
sports  massage — but  my  therapist 
didn't  ask  whether  I  had  injuries 
or  what  sports  I  play  before  she 
commenced. 

Even  those  who  are  not  fans  of  spa 
culture  per  se  might  find  that  Woodloch 
grows  on  them,  since  the  place  prides  it- 
self on  being  a  little  "un-spa."  There's  a 
huge  fitness  center  with  the  latest  Cybex 
equipment,  free  weights  and  a  Pilates 
area,  and  four  smaller  studios  host  classes 
from  kickboxing  to  ball  training.  Of  course 
all  the  activity  is  going  to  make  one  raven- 
ous, and  since  they  hope  men  will  account 
for  about  50  percent  of  their  clients,  the 
Lopises  decided  to  forgo  traditional  spa 
cuisine  in  the  Lodge's  restaurant,  Tree. 
No  1,200-calorie-a-day  regimen  here;  no 
more  bread  with  the  texture  and  taste  of 


if 


the  guests  during  my  stay  is  any  indicatioi| 
things  look  promising.  There's  a  slight] 
more  chipper  and  social  vibe  to  the  plaa 
than  the  typical  spa:  Spontaneous  groui 
meals  were  extended  by  relaxed  conversa 
tion  at  the  outdoor  fire  pit  and  conclude 
with  pledges  to  reunite  in  the  city.  Clear! 
Woodloch  knows  the  guests  it's  afte 
whether  they  will  find  their  way  there 
another  matter.  (Hint:  Take  1-80  West.) 


The  Lodge  at  Woodloch,  Route  590  Eas 
Hawley,  Pennsylvania;  (866)  953-8 50k 
www.thelodgeatwoodloch.com.  Rooms froi 
$575 per  night,  per  person,  double  occupancy 
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Does  your  sleep  aid  actually  help  you  sleep?  to  8  hours? 

Take  the  Lunesta 

7MFM 
-Night  Challenge 

Just  ask  your  doctor  how  to  get  7  nights  of  Lunesta  absolutely  free! 
See  how  peaceful  a  full  night's  sleep  can  be. 

But  hurry!  This  offer  is  only  available  until  the  end  of  October. 


■  ^fcsaspicton^G  .  .     .  - 

VlUBJMGUimS 

Find  out  how  to  improve  your  sleep  habits  at  www.lunesta.com.  Or  call  1-8Q0- Lunesta. 
Lunesta  is  indicated  for  the  treatment  of  insomnia. 

IMPORTANT  SAFETY  INFORMATION:  LUNESTA  works  quickly,  and  should  be  taken  right  before  bed.  Be  sure 
you  have  at  least  eight  hours  to  devote  to  sleep  before  becoming  active.  Until  you  know  how  you'll  react  to 
prescription  LUNESTA,  you  should  not  drive  or  operate  machinery.  Do  not  use  alcohol  while  taking  LUNESTA. 
Most  sleep  medicines  carry  some  risk  of  dependency.  Side  effects  may  include  unpleasant  taste,  headache, 
drowsiness  and  dizziness.  See  important  patient  information  on  the  next  page. 


FOLLOW  THESE  TWO  SIMPLE  STEPS  TO  TAKE  ADVANTAGE  OF  THIS  FREE  TRIAL  OFFER  FOR  LUNESTA: 


STEP    COMPLETE  THE  FOLLOWING  FORM 

STEP  2:  TEAR  IT  OUT  AND  BRING  IT  TO  YOUR  DOCTOR 

NAME: 

EMAIL  ADDRESS: 

□  I  WOULD  LIKE  MORE  INFORMATION  AND  FUTURE  OFFERS  FOR  LUNESTA. 


Lunesta 


(eszopiclone)€ 

1, 2  AND  3  MG  TABltTS 
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Lunesta 


1,2  AND  3  MG  TABLETS 


Please  read  this  summary  of  information  about  LUNESTA  before 
you  talk  to  your  doctor  or  start  using  LUNESTA.  It  is  not  meant 
to  take  the  place  of  your  doctor's  instructions.  If  you  have  any 
questions  about  LUNESTA  tablets,  be  sure  to  ask  your  doctor  or 
pharmacist. 

LUNESTA  is  used  to  treat  different  types  of  sleep  problems,  such 
as  difficulty  in  falling  asleep,  difficulty  in  maintaining  sleep  during 
the  night,  and  waking  up  too  early  in  the  morning.  Most  people 
with  insomnia  have  more  than  one  of  these  problems.  You  should 
take  LUNESTA  immediately  before  going  to  bed  because  of  the 
risk  of  falling. 

LUNESTA  belongs  to  a  group  of  medicines  known  as  "hypnotics" 
or,  simply,  sleep  medicines.  There  are  many  different  sleep 
medicines  available  to  help  people  sleep  better.  Insomnia  is 
often  transient  and  intermittent.  It  usually  requires  treatment 
for  only  a  short  time,  usually  7  to  10  days  up  to  2  weeks.  If 
your  insomnia  does  not  improve  after  7  to  10  days  of  treatment, 
see  your  doctor,  because  it  may  be  a  sign  of  an  underlying 
condition.  Some  people  have  chronic  sleep  problems  that  may 
require  more  prolonged  use  of  sleep  medicine.  However,  you 
should  not  use  these  medicines  for  long  periods  without  talking 
with  your  doctor  about  the  risks  and  benefits  of  prolonged  use. 
Side  Effects 

All  medicines  have  side  effects.  The  most  common  side 
effects  of  sleep  medicines  are: 

•  Drowsiness 

•  Dizziness 

•  Lightheadedness 

•  Difficulty  with  coordination 

Sleep  medicines  can  make  you  sleepy  during  the  day.  How 
drowsy  you  feel  depends  upon  how  your  body  reacts  to  the 
medicine,  which  sleep  medicine  you  are  taking,  and  how 
large  a  dose  your  doctor  has  prescribed.  Daytime  drowsiness 
is  best  avoided  by  taking  the  lowest  dose  possible  that  will 
still  help  you  sleep  at  night.  Your  doctor  will  work  with  you 
to  find  the  dose  of  LUNESTA  that  is  best  for  you.  Some 
people  taking  LUNESTA  have  reported  next-day  sleepiness. 
To  manage  these  side  effects  while  you  are  taking  this  medicine: 

•  When  you  first  start  taking  LUNESTA  or  any  other 
sleep  medicine,  until  you  know  whether  the  medicine 
will  still  have  some  effect  on  you  the  next  day,  use 
extreme  care  while  doing  anything  that  requires 
complete  alertness,  such  as  driving  a  car,  operating 
machinery,  or  piloting  an  aircraft. 

•  Do  not  drink  alcohol  when  you  are  taking  LUNESTA 
or  any  sleep  medicine.  Alcohol  can  increase  the  side 
effects  of  LUNESTA  or  any  other  sleep  medicine. 

•  Do  not  take  any  other  medicines  without  asking  your 
doctor  first.  This  includes  medicines  you  can  buy 
without  a  prescription.  Some  medicines  can  cause  drowsiness 
and  are  best  avoided  while  taking  LUNESTA 

•  Always  take  the  exact  dose  of  LUNESTA  prescribed  by  your 
doctor.  Never  change  your  dose  without  talking  to  your 
doctor  first. 

Special  Concerns 

There  are  some  special  problems  that  may  occur  while  taking 
sleep  medicines. 
Memory  Problems 

Sleep  medicines  may  cause  a  special  type  of  memory  loss  or 
"amnesia."  When  this  occurs,  a  person  may  not  remember 
what  has  happened  for  several  hours  after  taking  the  medicine 
This  is  usually  not  a  problem  since  most  people  fall  asleep 
after  taking  the  medicine.  Memory  loss  can  be  a  problem, 
however,  when  sleep  medicines  are  taken  while  traveling,  such 
as  during  an  airplane  flight  and  the  person  wakes  up  before 
the  effect  of  the  medicine  is  gone.  This  has  been  called 
"traveler's  amnesia."  Memory  problems  have  been 
reported  rarely  by  patients  taking  LUNESTA  in  clinical 
studies.  In  most  cases,  memory  problems  can  be  avoided  if 


you  take  LUNESTA  only  when  you  are  able  to  get  a  full  night 
of  sleep  before  you  need  to  be  active  again.  Be  sure  to  talk 
to  your  doctor  if  you  think  you  are  having  memory  problems. 

Tolerance 

When  sleep  medicines  are  used  every  night  for  more  than 
a  few  weeks,  they  may  lose  their  effectiveness  in  helping 
you  sleep.  This  is  known  as  "tolerance."  Development  of 
tolerance  to  LUNESTA  was  not  observed  in  a  clinical  study  of 
6  months'  duration.  Insomnia  is  often  transient  and 
intermittent,  and  prolonged  use  of  sleep  medicines  is  generally  not 
necessary.  Some  people,  though,  have  chronic  sleep  problems  that 
may  require  more'  prolonged  use  of  sleep  medicine.  If  your  sleep 
problems  continue,  consult  your  doctor,  who  will  determine  whether 
other  measures  are  needed  to  overcome  your  sleep  problems. 
Dependence 

Sleep  medicines  can  cause  dependence  in  some  people, 
especially  when  these  medicines  are  used  regularly  for 
longer  than  a  few  weeks  or  at  high  doses.  Dependence  is 
the  need  to  continue  taking  a  medicine  because  stopping  it 
is  unpleasant. 

When  people  develop  dependence,  stopping  the  medicine 
suddenly  may  cause  unpleasant  symptoms  (see  Withdrawal 
below).  They  may  find  they  have  to  keep  taking  the  medicine 
either  at  the  prescribed  dose  or  at  increasing  doses  just  to  avoid 
withdrawal  symptoms. 

All  people  taking  sleep  medicines  have  some  risk  of  becoming 
dependent  on  the  medicine.  However,  people  who  have  been 
dependent  on  alcohol  or  other  drugs  in  the  past  may  have 
a  higher  chance  of  becoming  addicted  to  sleep  medicines. 
This  possibility  must  be  considered  before  using  these  medicines 
for  more  than  a  few  weeks.  If  you  have  been  addicted  to 
alcohol  or  drugs  in  the  past,  it  is  important  to  tell  your 
doctor  before  starting  LUNESTA  or  any  sleep  medicine. 
Withdrawal 

Withdrawal  symptoms  may  occur  when  sleep  medicines  are 
stopped  suddenly  after  being  used  daily  for  a  long  time.  In 
some  cases,  these  symptoms  can  occur  even  if  the 
medicine  has  been  used  for  only  a  week  or  two.  In  mild  cases, 
withdrawal  symptoms  may  include  unpleasant  feelings. 
In  more  severe  cases,  abdominal  and  muscle  cramps, 
vomiting,  sweating,  shakiness,  and,  rarely,  seizures  may  occur. 
These  more  severe  withdrawal  symptoms  are  very  uncommon 
Although  withdrawal  symptoms  have  not  been  observed  in  the 
relatively  limited  controlled  trials  experience  with  LUNESTA,  there 
is,  nevertheless,  the  risk  of  such  events  in  association  with  the 
use  of  any  sleep  medicine. 

Another  problem  that  may  occur  when  sleep  medicines  are 
stopped  is  known  as  "rebound  insomnia."  This  means  that  a 
person  may  have  more  trouble  sleeping  the  first  few  nights 
after  the  medicine  is  stopped  than  before  starting  the 
medicine.  If  you  should  experience  rebound  insomnia,  do  not  get 
discouraged.  This  problem  usually  goes  away  on  its  own  after  1 
or  2  nights. 

If  you  have  been  taking  LUNESTA  or  any  other  sleep  medicine 
for  more  than  1  or  2  weeks,  do  not  stop  taking  it  on  your  own. 
Always  follow  your  doctor's  directions. 
Changes  In  Behavior  And  Thinking 

Some  people  using  sleep  medicines  have  experienced 
unusual  changes  in  their  thinking  and/or  behavior.  These 
effects  are  not  common.  However,  they  have  included: 

•  More  outgoing  or  aggressive  behavior  than  normal 

•  Confusion 

•  Strange  behavior 

•  Agitation 

•  Hallucinations 

•  Worsening  of  depression 

•  Suicidal  thoughts 

How  often  these  effects  occur  depends  on  several  factors, 
such  as  a  person's  general  health,  the  use  of  other  medicines, 
and  which  sleep  medicine  is  being  used  Clinical  experience  with 
LUNESTA  suggests  that  it  is  rarely  associated  with  these  behavior 
changes. 

It  is  also  important  to  realize  it  is  rarely  clear  whether  these 
behavior  changes  are  caused  by  the  medicine,  are  caused  by  an 


illness,  or  have  occurred  on  their  own.  In  fact,  sleep  problems  that  do 
not  improve  may  be  due  to  illnesses  that  were  present  before  the 
medicine  was  used.  If  you  or  your  family  notice  any  changes  in 
your  behavior,  or  if  you  have  any  unusual  or  disturbing  thoughts, 
call  your  doctor  immediately. 
Pregnancy  And  Breastfeeding 

Sleep  medicines  may  cause  sedation  or  other  potential  effects  in 
the  unborn  baby  when  used  during  the  last  weeks  of  pregnancy 
Be  sure  to  tell  your  doctor  if  you  are  pregnant,  if  you  are  planning 
to  become  pregnant,  or  if  you  become  pregnant  while  taking 
LUNESTA. 

In  addition,  a  very  small  amount  of  LUNESTA  may  be  present  in 
breast  milk  after  use  of  the  medication.  The  effects  of  very 
small  amounts  of  LUNESTA  on  an  infant  are  not  known: 
therefore,  as  with  all  other  prescription  sleep  medicines,  it  is 
recommended  that  you  not  take  LUNESTA  if  you  are  breastfeeding 
a  baby. 

Safe  Use  Of  Sleep  Medicines 

To  ensure  the  safe  and  effective  use  of  LUNESTA  or  any  other 
sleep  medicine,  you  should  observe  the  following  cautions: 

1.  LUNESTA  is  a  prescription  medicine  and  should  be 
used  ONLY  as  directed  by  your  doctor.  Follow  your 
doctor's  instructions  about  how  to  take,  when  to  take,  and 
how  long  to  take  LUNESTA. 

2.  Never  use  LUNESTA  or  any  other  sleep  medicine  for 
longer  than  directed  by  your  doctor 

3.  If  you  notice  any  unusual  and/or  disturbing  thoughts  or 
behavior  during  treatment  with  LUNESTA  or  any  other  sleep 
medicine,  contact  your  doctor 

4.  Tell  your  doctor  about  any  medicines  you  may  be 
taking,  including  medicines  you  may  buy  without  a 
prescription  and  herbal  preparations.  You  should  also  tell 
your  doctor  if  you  drink  alcohol  DO  NOT  use  alcohol  while 
taking  LUNESTA  or  any  other  sleep  medicine. 

5.  Do  not  take  LUNESTA  unless  you  are  able  to  get  8  or  more 
hours  of  sleep  before  you  must  be  active  again. 

6.  Do  not  increase  the  prescribed  dose  of  LUNESTA  or  any 
other  sleep  medicine  unless  instructed  by  your  doctor. 

7.  When  you  first  start  taking  LUNESTA  or  any  other 
sleep  medicine,  until  you  know  whether  the  medicine 
will  still  have  some  effect  on  you  the  next  day.  use 
extreme  care  while  doing  anything  that  requires 
complete  alertness,  such  as  driving  a  car,  operating 
machinery,  or  piloting  an  aircraft. 

8.  Be  aware  that  you  may  have  more  sleeping  problems  the  first 
night  or  two  after  stopping  any  sleep  medicine. 

9.  Be  sure  to  tell  your  doctor  if  you  are  pregnant,  if 
you  are  planning  to  become  pregnant,  if  you  become 
pregnant,  or  if  you  are  breastfeeding  a  baby  while 
taking  LUNESTA 

10.  As  with  all  prescription  medicines,  never  share 
LUNESTA  or  any  other  sleep  medicine  with  anyone  else. 
Always  store  LUNESTA  or  any  other  sleep  medicine  in  the 
original  container  and  out  of  reach  of  children 

1 1  Be  sure  to  tell  your  doctor  if  you  suffer  from  depression 

12.  LUNESTA  works  very  quickly.  You  should  only  take  LUNESTA 
immediately  before  going  to  bed. 

13.  For  LUNESTA  to  work  best,  you  should  not  take  it  with  or 
immediately  after  a  high-fat,  heavy  meal. 

14.  Some  people,  such  as  older  adults  (i.e..  ages  65  and  over) 
and  people  with  liver  disease,  should  start  with  the  lower 
dose  (1  mg)  of  LUNESTA.  Your  doctor  may  choose  to  start 
therapy  at  2  mg.  In  general,  adults  under  age  65  should  be 
treated  with  2  or  3  mg 

15.  Each  tablet  is  a  single  dose:  do  not  crush  or  break 
the  tablet. 

Note:  This  summary  provides  important  information  about 
LUNESTA.  If  you  would  like  more  information,  ask  your 
doctor  or  pharmacist  to  let  you  read  the  Prescribing  Information 
and  then  discuss  it  with  him  or  her. 

Rx  only 
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Limit  One  TrialScript®  voucher  per  patient.  Redeem  for  product  only  when  accompanied  by  a  valid,  signed  prescription  for  LUNESTA. 
Submit  claim  to  McKesson  Specialty  Arizona  Inc.  using  BIN  #610500.  For  pharmacy  processing  questions,  please  call  the  Help  Desk  at  1-800-750-9835. 

Group  #H21 50006  ID  #QRA1 37309 

Void  where  prohibited  by  law.  Product  dispensed  pursuant  to  terms  of  voucher  shall  not  be  submitted  to  any  public  or  private  third-party  payer  such  as  Medicaid  or  any  other  similar 
federal  or  state  health  care  program  for  reimbursement.  Not  valid  if  reproduced  or  submitted  to  any  other  payer.  It  is  illegal  for  any  person  to  sell,  purchase  or  trade,  or  offer  to  sell, 
purchase  or  trade,  or  to  counterfeit,  this  voucher.  Prescriber  ID#  required  on  prescription.  McKesson  retains  the  right  to  review  all  records  and  documentation  relating  to  the 

filling/dispensing  of  product. 


TnalScnpt^  is  a  registered  trademark  of  McKesson  Corporation. 
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ere  are  winters  when  it  snows  so  hard,  so  deep  and  so  long  in  the 
mountains  cradling  Park  City  that  some  aspen  trunks,  under  the  snow's 
weight,  bend  and  contort,  twisting  into  90-degree  postures  that  make 
Perfect  seats  for  summer's  wandering  hikers.  The  snows  coat  the  pine,  spruce 
md  fir  forests  and  their  intermittent  aspen  glades  with  snug 
white  overcoats  and  gild  the  ski  runs  with  enough 
>now  that,  in  the  course  of  a  typical  year,  would 
Dury  a  two-story  home.  And  then  some. 
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While  the  city's  snowplows  busily  clear  the 
roads,  up  on  the  mountains  the  snow  farmers 
till  their  crop,  meticulously  grooming  this  run 
to  perfection  while  allowing  the  famous  Wasatch 
powder  to  accumulate  thigh-deep.  As  the  sun's  rays  rise 
in  the  wake  of  these  storms,  they  illuminate  the  cold 
smoke  that  shivers  down  the  runs  in  the  frosty  back- 
wash of  skiers  and  snowboarders. 

In  winter's  lexicon,  Park  City  —  not  just  Utah's  only 
true  ski  town,  but  arguably  the  country's  most  accessi- 
ble ski  destination,  thanks  to  Salt  Lake  City's  nearby 
international  airport  —  treads  on  the  edge  of  nirvana. 
Between  the  town's  historic  Main  Street  at  7,000  feet 
and  the  rimming  Wasatch  crest  at  10,000  feet,  the 
restored  mining  town  tames  winter's  fury,  crafting  it 
into  a  modern-day  Currier  &  Ives  playground.  Within 
those  3,000  feet,  restaurants,  museums,  art  galleries, 
theaters,  ski  and  snowboard  runs,  backcountry  trails 
and  rugged  mountaintops  capture  a  lifestyle  that  too 
often  these  days  is  frustratingly  elusive. 

North  America's  Consummate 
Ski  Experience 

A  slice  of  that  way  of  life  is  cached  in  Empire  Canyon, 
snug  on  the  southwe  tern  slope  of  Deer  Valley  Resort. 
Itself  a  microcosm  of  one  of  North  America's  top  skiing 


experiences,  Deer  Valley  is  preserved  just  for  skiers,  as  th< 
resort  remains  one  of  the  few  that  still  ban  snowboarders 
Three  nights  a  week  inside  the  Empire  Canyon  Lodge, 
those  lucky  enough  to  land  a  coveted  reservation  for  th< 
Fireside  Dining  meal  feast  on  a  European-inspired  dinnei 
of  fire-melted  plates  of  raclette  cheese,  reinforced  by  boilec 
potatoes,  cornichons,  cured  meats,  crusty  baguettes,  heart) 
lamb  stews  and  chicken  fricassees. 

Outside,  storms  brought  to  life  above  the  Pacific 
deposit  ever-growing  drifts  of  snow  that  are  carvec 
into  deepening  mazes  around  the  lodge,  as  crews  tend 
steadily  to  the  sidewalks.  On  the  mountain  itself] 

Itself  a  microcosm  of  one  of  North 
America's  top  skiing  experiences, 
Deer  Valley  is  preserved  just  for 
skiers,  as  the  resort  remains  one  of 
the  few  that  still  ban  snowboarders. 


the  snow  bears  a  remarkable  resemblance  to  eiderdown,  waft- 
ing this  way  and  that  as  your  skis  rhythmically  seesaw  left 
and  right,  navigating  the  Daly,  Empire  and  Lady  Morgan 
bowls  and  aspen-knit  glades.  The  most  determined  skiers  take 
to  the  Daly  Chutes,  a  double-black  diamond  collection  of 
tree-and-rock-ribbed  troughs. 

One  small  corner  of  Deer  Valley,  Empire  Canyon,  reflects 
the  quality  of  skiing,  dining  and  attention  to  detail  that  year 
after  year  ensure  the  resort  ranks  as  one  of  the  continent's 
best.  The  same  attributes  are  found  at  mid-mountain  Silver 
Lake,  home  to  the  romantic  Mariposa  restaurant  and  Royal 
Street  Cafe,  and  at  Snow  Park  with  its  legendary  Seafood 
Buffet  and  tandem  lifts  —  Carpenter  Express  and  Silver 
Lake  Express  —  that  transport  you  up  the  8,400-foot  Bald 
Eagle  Mountain. 

To  many,  Deer  Valley's  lofty  reputation  arose  largely  on  its 
epicurean  flair,  and  the  resort's  long-tenured  culinary  team  con- 
tinues to  redefine  the  ski  world's  gastronomic  standards.  The 
skiing,  once  slighted  by  misguided  purists,  can  be  impeccable, 
ranging  from  the  renowned  brushed-corduroy  treatment  many 
runs  get  overnight,  to  demanding  bump  runs  and  powder 
stashes  that  linger  days  after  storms  have  passed. 


not 


to  an  extraordinary  alpine  retreat. 


There  has  never  been  a  better  time 
to  experience  the  unrivaled  luxury 
and  service  of  Stein  Eriksen  Lodge. 


4mm 


Stein  Eiuksi  n  Lodge 


BRONZE  SKI  PACKAGE 

S240  per  person/per  night* 
•  Deluxe  accommodations  •  Deer  Valley  Lift  Ticket 
•  Continental  Breakfast 


Reservations:  (800)  453-1  305  •:•  www.steinlodge.com 

'  Valid  Dec  1  -1 406,  and  4/1  -1  507,  Dble  occ.  2-night  min.  certain  restrictions  apply 
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Norwegian  Charm  Nestled  in  the  Woods 

I  One  of  the  best  spots  to  access  Deer  Valley's  skiing 
I  the  5-Diamond  Stein  Eriksen  Lodge,  an  elegant 
ttreat  at  Deer  Valley's  Silver  Lake  complex.  The  lodge 
1  named  after  the  triple-gold  medalist  at  the  1954 
rorld  Championships,  Stein  Eriksen,  who  is  as  grace- 
fcl  in  person  as  he  is  on  the  slopes,  where  you  just 
light  spot  him.  Strategically  posi- 
joned  at  the  confluence  of  the 
tomeward  Bound,  Birdseye  and 
Ittle  Reb  runs,  the  lodge  with  its 
lix  of  suites,  rooms,  spa  and  restau- 
Ints  ensures  quick  slope-side 
ccess.  Heated  paths  lined  by  trees 
fid  shrubs  wander  through  the 
Idge's  compound,  leading  either  to 
bur  room,  the  4,340-square-foot 
la  with  its  treatment  rooms,  fitness 
Inter,  heated  outdoor  pool  and  hot 
lb,  or  the  main  lodge  with  its 
Istaurants,  lounge  and  Stein's 
1  edal  display. 

I  To  prepare  for  the  2006-07  ski 
lason,  the  Norwegian-influenced 
Idge  with  its  heavy  wood  accents, 
liough  stone  fireplaces  to  heat 
lore  than  a  few  castles  (more  than 
145  to  be  exact)  and  slope-side 
lews  underwent  a  multimillion- 
ibllar  makeover  that  refurbished 
lid  expanded  the  Glitretind 
Istaurant  and  the  adjoining  Troll 
•  alien  Lounge.  The  Glitretind, 
Norwegian  for  "Shining  Moun- 
|in,"  not  only  offers  unique  cui- 
Jne  with  dishes  such  as  zucchini- 
■rapped  loin  of  organic  Utah  lamb 
fid  nori-crusted  seared  loin  of 
l&cific  tuna,  but  arguably  boasts 
Itah's  best  wine  cellar.  You  can 
Itreat  to  the  10,000-bottle  vault, 
i  ith  its  more  than  500  selections, 
E  i  learn  the  finer  aspects  of  paired 
alines  and  food. 

I  From  the  lounge's  heated  deck, 
lu  can  enjoy  a  drink  or  a  meal  as 
■iers  cruise  down  to  Silver  Lake, 
jfter  your  break,  nearby  Viking, 
jerling  and  Silver  Lake  lifts  are  ready 
it  whisk  you  back  to  the  slopes. 


Elegance  With  an  Incredible  View 

Park  City's  Olympic  reputation  (it  hosted  the  2002 
Olympic  Winter  Games  alpine  events),  its  accessibility 
and  most  of  all,  its  mountains,  made  it  the  perfect  loca- 
tion to  build  Utah's  first  St.  Regis  Resort  &  Residences. 
Arising  in  the  form  of  two  buildings  connected  by  a 
Swiss-made  and  elegantly-crafted  funicular  tram  that 


White  Capped  Mountains,  Black  Tie  Elegance 


THE  INCOMPARABLE  ST.  REGIS  RESIDENCES  ARE  COMING  TO  DEER  VALLEY* 

The  St.  Regis'  historic  tradition  of  luxury  and  romance  continues  at  Deer  Crest 
with  uncompromising  personalized  care,  elegant  design  and  a  setting  of  exquisite 
natural  beauty.  Ensconce  yourself  in  ultimate  slope-side  comfort 
in  our  26  Residences  and  67  Hotel-condominium  Suites. 


St.  Regis 

RESORT  &.  RESIDENCES 


Whole-ownership  Residences  and  Condominiums  prices  from  2.3  million. 

For  the  pleasures  of  ownership  please  contact  Exclusive  Listing  Agents  - 
Prudential  Utah  Real  Estate,  Ann  MacQuoid  and  Suzanne  Harris 
at  435.649.7170.  stregisresidences.com/deercrest 
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climbs  500  feet  from  Deer  Valley's 
Snow  Park  lodge  area  to  the  resort's 
Deer  Crest  area  on  Little  Baldy 
Mountain,  the  St.  Regis  promises  to 
offer  residence  owners,  as  well  as 
overnight  guests,  an  indulgent  and 
pampering  round-the-clock  slope- 
side  stay. 

Located  mid-mountain  in  the 
estate  home  community  of  Deer 
Crest,  of  which  60%  is  preserved  as 
open  space,  the  11-story  St.  Regis 
Resort  &  Residences,  Deer  Crest 
building  provides  not  only  spectac- 
ular, panoramic  views  of  the 
Wasatch  and  Uinta  Ranges,  but  also 
immediate  access  to  Deer  Valley's 
winter  ski  runs,  summer  hiking  and 
mountain  bike  trails.  Inside  are 
seven  floors  of  one-,  two-,  three-  and 
four-bedroom  hotel-condominiums, 
while  the  top  floors  are  reserved  for 
two-,  three-  and  four-bedroom  private  residences. 

On  track  to  open  in  2008,  the  hotel  sidles  up  to  the 
Deer  Hollow  run,  allowing  your  last  run  of  the  day  to 
end  at  the  hotel's  "ski  beach."  From  there,  you  will  be 
able  to  head  to  your  room  or  hand  your  gear  over  to 
one  of  the  ever-present,  tuxedo-clad  St.  Regis  butlers 
and  detour  to  the  outer  deck  with  its  fire  pits  and  views 
down  mountain  to  Snow  Park,  historic  Park  City  and 
Deer  Valley's  Champion  and  White  Owl  runs,  which 
staged  the  2002  Winter  Games'  moguls  and  freestyle 
competitions.  You  can  also  relax  in  the  hotel's  17,000- 
square-foot  spa  and  fitness  center  with  its  meditation 
waterfall  lounge,  visit  the  martini  lounge  or  apres  ski 
bar,  or  plunge  into  the  heated,  split-level  outdoor  pool. 


This  winter  The  Canyons  Resort  chris- 
tens the  DreamCatcher  Chair,  a  high- 
speed quad  that  will  scale  the  heavily 
treed  slopes  of  a  nameless  9,270-foot 
mountain  to  bring  200  more  acres  into 
the  resort's  fold  of  skiable  terrain. 


A  Rugged  Landscape  Transformed 
Into  a  Winter  Wonderland 

Nestled  in  a  largely  north-south  trending  valley 
Park  City  has  the  good  fortune  to  be  book-ended  b] 
destination  resorts.  Anchoring  the  northern  boundary 
is  The  Canyons,  a  resort  brought  to  life  by  mountain 
once  managed  by  a  much  smaller,  somewhat  ricket] 
operation  called  Park  West.  In  the  1970s  that  area  wa, 
best  known  to  "hot  dog"  skiers,  predecessors  of  today' 
freestylers,  who  liked  to  dance  acrobatically  througl 
steep  mogul  runs  and  spend  as  much  time  airborne  a 
possible.  Those  options  still  exist,  but  on  a  mucl 
larger  platform.  The  Canyons  supports  two  base  conffl 
plexes  with  its  hefty  acreage  sprawled  around  eigh 
mountains  that  provide  nearly  3,200  vertical  feet  o 
skiing  and  snowboarding. 

The  Canyons  emerged  in  1997  when  the  America! 
Skiing  Co.,  long  a  New  England-based  entity,  cam 
West  and  nurtured  a  destination  resort  with  the  lates| 
in  lift  technology  and  spacious  mid-mountain  da 
lodges  named  Red  Pine,  Sun  and  Lookout  that  give  ydj 
shelter  from  the  cold.  The  on-mountain  dining  oppori 
tunities  at  the  day  lodges  range  from  kid-friendly  envil 
ronments  at  the  new  Red  Pine  Lodge,  to  upscale  luxur 
offerings  at  Lookout  Cabin. 

The  Canyons  has  been  aggressively  expanding  th] 
terrain,  the  lifts  and  the  on-mountain  lodges  with  th 
ultimate  skiing  experience  as  the  motivating  factor.  Thij 


winter  the  resort  christens  the  DreamCatcher  Chair,  a 
high-speed  quad  that  will  scale  the  heavily  treed  slopes 
of  a  nameless  9,270-foot  mountain  to  bring  200  more 
acres  into  The  Canyon's  fold  of  skiable  terrain.  An 
artful  thinning  of  the  north-facing  aspen  glades  has  pro- 
duced a  haven  of  tree  skiing  that  extends  across  a  land- 
scape of  upper  intermediate  and  expert  terrain.  This  ter- 
ritory brings  the  resort's  skiable  terrain  to  3,700  acres, 
the  most  in  Utah.  From  north  to  south  across  this 
snowy  landscape,  you'll  find  a  challenging  mix  of 
opportunity  ranging  from  tightly  woven  glades  of  aspen 
such  as  those  that  fall  beneath  Saddleback  Express  and 
thick,  powder-clutching  pine  forests  like  those  that  fleck 
the  steep  pitches  wedged  below  Red  Pine  Bowl,  to  knee- 
testing  mogul  fields  such  as  the  one  that  ripples  down 
94  Turns. 

Long  a  destination  for  "Snowboard  Nation,"  the 
resort  boasts  a  wide  array  of  man-made  and  natural 
snowboard  parks  and  half-pipes.  Canis  Lupis,  a  deep, 
U-shaped  trough  reached  via  the  Super  Condor 
Express,  courses  through  the  trees  beneath  9,602-foot 
Murdock  Peak,  twisting  this  way  and  that  as  it  cas- 
cades downhill,  offering  a  ride  no  self-respecting 
boarder  could  ignore. 

Awaiting  you  at  day's  end  is  a  well-laid-out,  pedes- 
trian-friendly complex  of  hotels,  condominiums, 
restaurants  and  shops  that  allows  you  to  follow  a 
day's  skiing  with  an  apres  ski  drink,  a  search  for  new 
gear,  fine  dining  and  perhaps  a  dip  in  a  pool  before 
calling  it  a  night.  In  addition  to  the  on-mountain 


The  Westgate  Park  City  Resort  and 
Spa  [is]  a  self-contained  village  that 
pushes  the  ski  industry's  commit- 
ment to  customer  service  so  far 
that  users  of  Expedia.com  ranked 
the  resort  as  one  of  the  country's 
top  10  for  customer  satisfaction. 


amenities,  The  Canyons  manages  nearly  800  room 
spread  across  the  Grand  Summit  Hotel,  the  Sundia 
Lodge  and  the  new  Silverado  hotel  set  to  open  || 
December  2006. 

A  Destination  Resort  Within  a  Destination 

Among  the  Canyons'  hotels  is  the  Westgate  Park  Cit? 
Resort  and  Spa,  a  self-contained  village  that  pushes  the  sw 
industry's  commitment  to  customer  service  so  far  tha 
users  of  Expedia.com  ranked  the  resort  as  one  of  the  counj 
try's  top  10  for  customer  satisfaction.  As  you  drive  up  to 
the  resort,  you  can't  help  but  admire  the  waterfall  of  id 
that  cascades  down  two  stories  alongside  the  lobby.  Front 

the  time  you  stop  your  cal 
until  you  end  your  stay,  th 
resort's  staff  heeds  you 
beck  and  call.  They  wil| 
vanish  with  your  skis  o 
snowboards  down  to  thi 
locker  room,  meet  you  a 
the  base  of  The  Canyons 
gondola  with  your  shoe 
following  your  last  run  o 
massage  any  aches  out  o 
your  muscles  in  the  resort11 
30,000-square-foot  sp 
and  fitness  center. 

Balancing  the  service  i 
the  detail  that  went  intd 
building  the  resort  com 
plex.  Steel  and  concrete 
not  plywood  or  particle) 
board,  comprise  the  walla 


Own  The  Next  Generation  in  Ski-In/Ski-Out  Living 
at  North  America's  Ultimate  Mountain  Lodge 


LUXURY  RESIDENCES  ELEVATED  RY 
30  AMAZING  AMENITIES. 

Conveniently  located  steps  away  from  The  Canyons*1  lifts, 
you'll  find  sophisticated  whole -ownership  condominiums 
supported  by  more  amenities  than  any  other  lodge.  Imagine 
living  an  elevator  ride  away  from  an  elegant  3o,ooo-square- 
foot  spa,  Utah's  largest  heated  indoor/outdoor  pool  and 
an  award-winning  restaurant.  Come  home  to  the  peak  of 
excellence  in  the  heart  of  Park  City's  lively  festivals, 
minutes  from  its  bustling  nightlife. 

Private  lockers  and  ski  valet  service  to  and  from  the  lifts. 

Whole -ownership,  elegantly  furnished  ski-in/ski- out 
condominiums  starting  from  the  $6oos 


jWcstgate^ 


Park  City 

'  Resort  A  Spa 


(866)  919-2833 

www.westgatepc.com 


\^\  Obtain  the  Property  Report  requi  reel  by  federal  law  and  read  it  before  signing 'anything.  No  federal 
— -    agency  has  judged  the  meriteorvalue.  if  any,  of  this  property.  f©aoo6  Westgate  ParkCity  Resort  &  Spa. 


floors  and  ceilings  to  mute  any  sounds  of  ski-boot-clad 
guests.  Rock  and  timbers  are  used  amply  throughout 
common  areas  that  carry  wildlife  motifs,  while  in  the 
rooms,  steam  showers,  flat-screen  televisions  and  leather 
furniture  are  usually  standard.  You  have  your  own  pri- 
vate locker  in  the  wood-paneled  ski  locker  room,  and 
boot  dryers  ensure  dry  ski  boots  every  morning  no  matter 
how  hard  you  ski. 

Westgate  Park  City  is  a  time-share  property  in  which 
half  of  the  185  rooms  are  in  a  rental  pool,  and  here  the 
hardest  part  of  your  day  might  be  deciding  whether  to  head 
to  the  slopes  or  to  the  indoor/outdoor  swimming  pool. 

From  Salt  Lake  City,  the  grandeur 
and  backcountry  escape  of  Canyon- 
lands,  Arches,  Bryce  Canyon,  Zion 
and  Capital  Reef  national  parks  are 
only  a  half-day's  drive,  making  long 
weekends  a  challenge  only  in 
deciding  where  to  go. 


After  a  day  on  the  slopes,  you're  free  to  browse  the 
growing  village  of  shops  and  restaurants,  or  return  to  youii 
room  to  get  ready  for  dinner  at  the  Westgate  Grill,  where 
you  can  dine  on  entrees  such  as  grilled  lamb  T-bone 
stuffed  pork  tenderloin  or  butternut  squash  gnocchi.  Ob 
perhaps  you'd  prefer  a  stop  at  The  Watering  Hole  Bar  thai 
is  located  just  off  the  lobby  and  features  a  100-year-old 
ornate  mahogany  bar-back,  purchased  from  a  mansion  in 
Savannah,  Georgia. 

Don't  worry  about  the  kids.  Until  you're  ready  to  mee 
for  dinner,  the  youngsters  can  head  down  to  the  Kid'^ 
Club  to  watch  a  movie  or  work  on  some  arts  and  crafts 
while  teens  escape  to  the  Gold  Mine  Game  Room  with  it 
video  game  arcade,  pool  tables  and  air  hockey. 

Utah,  Where  Lifestyle  Is  Just  as  Important 
As  the  Bottom  Line 

In  the  end,  Park  City  and  Utah  are  all  about  lifestyle  .. 
and  quality  of  life. 

No  longer  is  the  state  simply  a  transfer  point  between 
the  East  and  West.  These  days  the  Salt  Lake  International 
Airport,  with  its  hundreds  of  daily  flights  and  serviced  bj 
Interstates  15  and  80,  makes  Utah  an  easily  accessible  des 
tination  and  vibrant  business  center.  Utah's  13  ski  resortl 
and  five  national  parks  were  once  considered  only  in  th 
context  of  far-off  vacations,  but  more  and  more  compa 
nies  see  Salt  Lake  City's  emergence  as  a  new  west  metrop 
olis.  With  a  sound  business  infrastructure  and  strong  trans 
portation  connections,  Utah  is  the  place  to  achieve  th| 
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Utah's  quality  of  life  has  been  ranked  among  the  highest  in  the  country-the  benefits  of 
which  have  not  gone  unnoticed  by  a  growing  number  of  companies.  With  more  national 
parks  than  any  other  state,  countless  recreational  hot  spots,  and  thirteen  world-class  ski 
resorts  all  within  reach,  it's  the  perfect  playground  for  productivity.  Come  see  for  yourself 
why  an  environment  that  fosters  satisfied  employees  is  always  good  for  business. 


For  business  and  travel  opportunities  in  Utah,  call  1-800-200-1  160  or  visit:  http://goed.utah.gov 


perfect  mix  of  business  with 
an  active,  healthy  lifestyle. 

From  Salt  Lake  City,  the 
grandeur  and  backcountry 
escape  of  Canyonlands, 
Arches,  Bryce  Canyon,  Zion 
and  Capital  Reef  national 
parks  are  only  a  half-day's 
drive,  making  long  week- 
ends a  challenge  only  in 
deciding  where  to  go.  The 
Wasatch  Front  communities 
of  Provo  and  Orem,  Salt 
Lake  City  and  Ogden  offer 
cutting-edge  medical  facili- 
ties, universities  and  colleges 
that  generate  a  highly 
educated  workforce,  and 
cultural  amenities  spanning 
Broadway  shows  and  opera 
at  the  Capitol  Theater  to 
the  National  Basketball 
Association's  Utah  Jazz. 

Park  City  is  home  to  three  resorts,  including  The 
Canyons,  Deer  Valley  and  Park  City  Mountain  Resort, 
but  it's  not  the  only  place  in  the  state  to  ski.  There  are  ten 
other  ski  resorts  in  Utah  —  Alta,  Beaver  Mountain,  Brian 
Head,  Brighton,  Powder  Mountain,  Snowbasin,  Snow- 
bird, Solitude,  Sundance  and  Wolf  Mountain  —  and  most 
are  within  a  short  drive  to  the  metropolitan  area.  Those 
resorts,  along  with  the  Utah  Olympic  Oval,  the  Utah 
Olympic  Park  —  with  its  bobsled  and  luge  runs  and  ski 
jumping  hills  —  and  the  Soldier  Hollow  cross-country 
complex,  have  helped  transform  Utah  into  the  winter 
sports  capital  of  the  Rockies. 

Combined,  these  recreational  avenues  are  viewed  by  busi- 


WEB  ADDRE 


The  Canyons  Resort 
www.  thecanyons.  com 

Deer  Valley 

www.  deerv alley,  com 

St.  Regis  Park  City 

www.stregisresidences.com/deercrest 


nesses  as  intangible  assets  that  are  highly  valued  by  theii 
employees.  When  Black  Diamond  Equipment,  an  outdooi 
gear  manufacturer,  moved  to  the  Salt  Lake  Valley  in  1991 
it  was  specifically  because  of  the  valley's  proximity  to  the 
Wasatch  Range  with  its  array  of  skiing  and  rock-climbinj 
potential.  Within  30  minutes  of  the  company's  offices,  Bij 
and  Little  Cottonwood  canyons,  with  their  soaring  walls  o 
granite  and  back-country  forests,  offer  innumerable  sk 
routes,  chutes  and  countless  rock  faces  that  not  only  chal 
lenge  the  company's  gear  designers,  but  also  provide  a  recre 
ational  outlet  for  the  company's  employees. 
It  is,  after  all,  about  the  quality  of  life. 

Produced  by  Frank  Lon% 


Stein  Eriksen  Lodge 
www.  stein  lodge,  com 

Utah  Governor's  Office  of 
Economic  Development 
www.goed.utah.gov 

Westgate  Park  City 
www.  westgatepc.  com 
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THE  PRINCIPALITY  OF 


MONACO 


ACHIEVEMENT 
HAS  ITS  PRIVILEGE 


Exceptional  performance  merits 
a  reward  of  equal  stature.  Make  your 
next  business  decision  amidst  the  rich 

cultural  diversions,  exquisite  spa 
facilities  and  breathtaking  scenery  of 
the  Principality  of  Monaco. 

♦  ♦  ♦ 


—  VISITMONACO.COM- 

For  more  information,  call  800-753-9696  or  go  to  www.visitmonaco.co 


by  Bernadette  Bernon 


Smooth  sailing  in 
Grenada 


Runnin 


he  friendly  competition  among  the  Caribbean 
seafaring  communities  of  Grenada,  Carriacou 
and  Petit  Martinique  reaches  its  apex  at  the  an- 
nual Grenada  Sailing  Festival,  next  held  from 
nuary  26-30,  2007.  The  highlight:  a  two-day  tradi- 
pnal  workboat  regatta  from  Grand  Anse  Beach,  with  a 
Le  Mans"  running  start.  The  race  features  local  crews 
bmpeting  against  one  another  on  their  kaleidoscopic 
imboo-rigged  wooden  sailboats  built  from  generations- 
d  designs.  With  their  oversize  sails  and  pastel  hulls 
st  against  the  turquoise  water,  these  boats  are  a  photo- 
rapher's  dream.  To  charter  your  own  sailboat,  contact  The 
floorings  in  Canuan  (800)  535-7289,  www.moorings.com, 
torizon  Yacht  Charters  in  Grenada  (866)  463-7245, 
vww.horizonyachtcharters.com  or  Tortola  Marine  Manage- 
lent  (TMM)  in  St.  Vincent  (800)  633-0155,  www.sailt 
Ym.com.  For  information  on  the  festival  itself,  check  out 
\ww.grenadasa  il i  ngfestival.  com. 


fesa 


UTILITY  PLAYER 

The  Gerber  Pro  Rescue  Knife 
has  a  wide-tang  serrated 
stainless-steel  blade  that 
can  be  unlocked  with 
a  gloved  hand — no  simple 
matter — and  folds  out  to 
easily  cut  webbing,  sailcloth, 
seat  belts  and  even 
5/16-inch  Kevlar 
line,  all  with  a 
JHfep  single  swipe. 
HBr    The  blunt 
DT   safety  tip  prevents 
accidental  puncture 
of  boat  and  crew. 
Also  handy  are  its  nine- 
piece  accessory  set  of 
Allen  and  screwdriver 
wrenches,  the  oxygen- 
tank  key  and  especially  the 
window  breaker.  $100. 
www.  knivesplus.  com. 
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The  Sabre 


FRESH  FROM  ITS  DEBUT  AT  THE  FALL  BOAT  SHOWS  IS  THJ 
Sabre  34  Express,  a  graceful  powerboat  built  by  a  company  famous  for  finely  crafte 
performance  yachts.  Below  deck,  the  Express  features  a  luxurious  owner's  suite  with 
queen-size  bed,  private  head  with  separate  shower  and  a  comfortable  settee  with  ottomar 
Above  deck,  she  has  a  full  galley  and  an  elevated  "helm  deck"  from  which  the  captai 
and  guests  have  clear  sight  lines  from  Stidd  helm  chairs.  The  price  tag  is  $335,000;  gen 
erator  and  air-conditioning  are  standard  equipment,  as  are  twin  315  hp  diesel  engines 
This  winter,  South  Casco,  Maine-based  Sabre  will  introduce  two  more  yachts  to  its  fam 
ily  of  power-  and  sailboats:  the  36-foot  Sabre  Spirit  day  sailer  ($225,000)  and  the  52; 
foot  Salon  Express  ($1.2  million).  (207)  655-3831,  www.sabreyachts.com. 


AQUATIC  STILL  LIFE 

One  challenge  of  underwater 
photography  has  always 
been  getting  sharp  images: 
Fish  don't  hang  around  while 
your  camera  struggles  to 
autofocus.  Sealife's  new 
five-megapixel  DC500 
eliminates  this  lag  with  its 
"Shark  Mode,"  which 


remembers  your  last  focus 
range  and  uses  it  to  capture 
the  image  immediately. 
Waterproof  to  depths  of  200 
feet,  the  camera  is  small, 
light  and  rubber-armored 
for  a  sure  grip,  and  features 
a  two-inch  display  screen 
and  a  12x  zoom.  $550. 
www.sealife-cameras.com. 
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MANUAKrN  OBIENTAL 
f  in:  HOTEL  CROUP 


ind  out  why  Elle  Macpherson  is  a  fan  visit  www.mandarinoriental.com  BANGKOK  •  CHIANG  MAI  •  GENEVA  •  HONG  KONG  •  JAKARTA  •  KUALA  LUMPUR  •  LONDON  •  MACAU  •  MANILA  •  MIAMI  •  MUNICH 
NEW  YORK  •  PRAGUE  •  SAN  FRANCISCO  •  SINGAPORE  •  SURABAYA  •  TOKYO  •  WASHINGTON  D.C.  •  OPENING  2007:  BARCELONA  •  RIVIERA  MAYA  •  SANYA 


LEARNING  THE 
ROPES 

!f  sailing  your  own  boat  over 
the  horizon  is  a  long-held 
dream,  you  may  want  to  sign 
on  with  John  and  Amanda 
Neal's  Mahina  Tiare  III, 
which  both  circumnavigates 
the  globe  and  acts  as  a 
cruising  classroom  for  those 
aspiring  to  do  the  same.  Join 
a  leg  of  the  journey  and  gain 
heavy-weather  experience; 
practice  coastal,  celestial 
and  electronic  navigation; 
learn  boat-handling  and 
anchoring  procedures;  and 
spend  time  absorbing  the 
wisdom  of  two  teachers  with 
434,000  miles  of  sailing 
between  them.  The  Neals 


Monte  Carlo  is 
but  one  port  of 
call  for  PrivatSea 
charter  yachts. 


ners 


OKAY,  SO  NOT  MANY  OF  US  WOULD  TURN  DOWN  THE 
gift  of  a  superyacht.  But  the  upkeep  and  impracticality  hardly  mak< 
it  a  good  investment,  at  least  from  a  monetary  perspective.  Yachl 
brokers  have  long  paired  sea-loving,  affluent  vacationers  witl 
chartered  vessels,  but  PrivatSea  believes  it  offers  something 
else — a  "lifestyle  platform,"  in  which  members  book  yachtinj 
trips  augmented  by  private-jet  charters  and  access  to  restaurants  and 
:lubs  via  a  points-based  membership  program. 
The  London-headquartered  company,  part  of  the  Latsis  Group,  started  operation! 
in  2005  and  now  uses  some  50  vessels,  including  the  R.M.  Elegant.  A  recent  overnighi 
visit  on  that  superyacht  provided  a  taste  of  the  PrivatSea  experience.  Ready?  A  gourmei 
formal  lunch  on  deck,  a  grand  piano  and  55-inch  plasma  TV  in  the  common  area,  king; 
size  beds,  large  marble  baths,  a  Wi-Fi-enabled  business  center,  a  Jacuzzi  on  the  from 
deck,  a  fitness  center,  on-demand  massages,  an  assortment  of  water  toys  and  imprompti 
excursions  to  terra  firma  (in  our  case,  a  visit  to  the  Monte  Carlo  Country  Club,  followed 
by  dinner  at  the  Hotel  de  Paris) — all  supervised  by  a  doting  crew. 

Yachts  in  the  PrivatSea  fleet  are  anchored  primarily  in  the  Mediterranean,  Florida 
the  Bahamas,  the  Caribbean  and  in  the  Pacific  from  Alaska  to  the  Sea  of  Cortez.  Thi 
company  offers  four  levels  of  membership:  Introductory  fees  are  $22,840;  the  mini 
mum  points  purchase  is  $190,335,  the  equivalent  of  1,500  club  points,  which  can  bu; 
you  and  your  party  two  or  three  nights  onboard  a  ship  like  the  Elegant.  The  price  in 
eludes  everything — food,  fuel,  salaries,  port  fees — save  tips  for  the  crew.  011-44-20 
7024-9700,  www.privatsea.com. 
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□rly  1930s,  New  York  City, 
n  inventive  bartender  combined  Benedictine  liqueur  with  fine  French  brandy,  creating 
ienedictine  and  Brandy."  The  name  was  shortened,  and  the  rest  is  history. 

ENJOY  OUR  GOOD  TASTE  WITH  YOUR  GOOD  JUDGEMENT.® 

©2006  B  &  B  IS  A  REGISTERED  TRADEMARK  OF  BENEDICTINE.  S.A.  IMPORTED  BY  BACARDI  U.S.A.,  INC.,  MIAMI,  FL.  LIQUEUR  •  40%  ALC.  BY  VOL 


e  Timeless  Cocktail 
Returns  —  With  a  Twist 


Gather  a  group  of  seasoned  mixologists  in  New  York  — 
quite  possibly  the  most  discerning  drinking  town  on 
the  planet  —  and  they'll  agree  on  one  point: The  classic 
cocktail  is  back.  More  and  more  of  their  customers  are  redis- 
covering time-tested  creations  with  exactly  the  right  combination 
of  pleasing  taste  and  tempting  bite. 

We've  asked  some  of  these  consummate  professionals  to  put 
their  own  spin  on  a  quartet  of  enduring  cocktails.  While  the 
drinks'  presentation  and  blends  might  be  a  bit  different  from 
the  originals,  their  heart  stays  faithful.  Each  one  features  B&B, 
a  clever  mix  that  marries  the  vigor  of  old  cognac  with  the  subtle 
bouquet  of  the  27  different  plants  and  spices  found  in  Benedictine. 


►  Mixologist:  Charles  Hardwick 
Establishment:  Blue  Owl  •  196  2nd  Ave.,  New  York 

Charles  Hardwick  has  created  unforgettable  cocktails  at  some  of  downtown  Manhattan's  most  venerable 
hot  spots.  In  his  eyes,  the  type  of  person  who  orders  a  classic  cocktail  has  truly  lived  life  —  and  it  has 
nothing  to  do  with  one's  age.  "It's  someone  with  a  lot  of  life  experience,  someone  who's  traveled  and 
read  quite  a  bit,"  he  says.  "A  person  who  approaches  life  with  his  eyes  and  ears  open." 

Open  your  eyes  to  this  well-balanced  creation,  direct  from  Charles  himself. 


Renewed  Classic:  Luxembourg 


3/4  oz.  B&B  Liqueur 
1  oz.  Calvados 
3/4  oz.  Berentzen  Apfelkorn 
1  oz.  fresh  orange  juice 


►  Combine  all  ingredients  in 
a  cocktail  shaker  and 
strain  into  a  chilled  martini 
glass  or  cocktail  glass. 


Advertisement 

/lixologist:  Ethan  Kelley 

stablishment:  Brandy  Library  •  25  N.  Moore  St.,  New  York 

As  a  renowned  spirits  sommelier,  Ethan  Kelley  oversees  a  vast  selection  of  some  of  the  world's  finest  cognacs, 
scotches  and  other  pleasures.  He  is  diligent  in  his  study  of  cocktail  customs:  "You  can't  create  something  new 
until  you  understand  what  was  done  in  the  past."  By  adding  a  new  twist  to  a  traditional  drink,  he  provides  a 
comfortable  way  for  customers  to  experience  what  he  calls  "the  style  and  elegance"  of  the  classics. 

Get  acquainted  with  this  stylish,  complex  blend  of  flavors  from  Ethan. 


Reviewed Classics.  Mandarin  Carre 


7~'  UMj#^ 


1/2  oz.  B&B  Liqueur 
1  oz.  Martini  &  Rossi 

Rosso 
1  oz.  rye  whiskey 


1  oz.  Mandarin  Napoleon 
1  dash  orange  bitters 


Shake  all  ingredients  with 
ice  and  strain  into  glass 
over  fresh  ice.  Serve  with 
an  orange  peel  garnish. 


lixologist:  Marty  Vaz 

Establishment:  Gin  Lane  •  355  W.  14th  St.,  New  York 

Marty  Vaz,  a  longtime  star  behind  the  bar  at  some  of  New  York's  most  sophisticated  hotels  and  restaurants, 
is  truly  passionate  about  his  craft.  "I'm  a  purist,"  he  says.  "I  believe  in  the  old-school  professionalism  of 
bartending."  It's  paid  off  in  rave  reviews  from  the  press  and  customers  alike. 

If  you've  got  a  passion  for  presentation,  try  Marty's  smooth  blend  of  form  and  substance. 


Renewed Classic:  Passion  in  Paris 


3/4  oz.  B&B  Liqueur 
3/4  oz.  premium 

orange  liqueur 
1/4  oz.  passion  fruit 

juice 


1/4  oz.  agave  nectar 
1/4  oz.  lemon  juice 


►  Serve  straight  up  in  a 
chilled  martini  glass. 
Garnish  with  flamed  orange 
peel  and  edible  orchid. 


/lixologist:  Judson  Sherman-Rose 
jjistablishment:  STK  •  26  Little  West  12th  St.,  New  York 

Judson  Sherman-Rose  is  a  veteran  of  the  New  York  bar  and  restaurant  scene,  devising  innovative  wine 
and  cocktail  lists  at  a  host  of  venues.  He  remains  tireless  in  his  search  to  reinvent  traditions,  and  to  be 
the  first  to  get  them  into  customers'  hands.  "The  bar  is  a  laboratory,"  he  says.  "I'm  always  looking  for 
something  to  complement  the  classics  —  new  textures  and  flavors." 
Step  into  Judson's  lab  and  try  this  delicious  creation. 


Renewed  Classic.  Sinful  Sinnamon 


2  oz.  B&B  Liqueur 
1  oz.  premium 
orange  liqueur 


1  oz.  premium 
white  chocolate 
liqueur 


►  Shake  all  ingredients  and 
serve  in  a  graham  cracker 
crust-rimmed  martini  glass. 
Top  with  a  pinch  of  cinnamon. 


dedicate  three  to  six  hours 
every  day  to  focused, 
hands-on  instruction.  The 
three  private  cabins  aboard 
the  46-foot  Hallberg- 
Rassy  are  comfortable 
and  commodious,  and  the 
boat  is  fully  outfitted 
with  safety  equipment  and 
satellite  communications. 
(360)  378-6131, 
www.  mahina.  com. 


BOARD  THE  87-FOOT  CLASSIC  DUTCH  BARGE  COLIBRI,  LUXURIOUSL' 
restored  by  owners  Earl  and  Fiona  Pilatti,  and  forgive  yourself  for  thinking  you've  jus 
entered  an  intimate  luxury  hotel.  The  beds  are  king-size,  the  rooms  air-conditioned,  th 
cuisine  gourmet  and  the  accommodations  fit  for  only  four  guests.  The  Colibri  cruises  a 
a  leisurely  pace  on  France's  Canal  du  Midi  through  the  vineyards  of  Minervois  and  th 
bustling  markets  of  Narbonne.  You  can  stop  at  the  Ventenac  Chateau  for  wine  tasting 
linger  at  the  rose  gardens  of  the  Abbaye  de  Fontfroide,  explore  the  fortifications  c 
Cathar  villages  and  stroll  the  medieval  city  of  Carcassonne.  Take  chauffeured  excursion 
in  the  Colibri  minibus,  or,  for  an  actual  active  pursuit,  hop  on  one  of  the  bikes  providec 
Six  all-inclusive  nights,  $13, 900 for  four,  www.bargecolibri.com. 
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For  the  fortunate  few,  the 
entire  planet  is  now  home. 
Allow  us  the  opportunity  to 
present  Magellan,  the  most 
extraordinary  residential 
experience  ever  conceived. 

Arrive  and  explore  by 
helicopter.  Set  sail  for  fishing, 
diving  and  discovery  from 
an  onboard  marina, 
joy  fine  dining  and  a  world-class  spa  in  a  setting 
ere  every  imaginable  luxury  is  at  hand.  Contact  us 
further  information  regarding  the  privileges  of  ownership, 
r  most  attractive  financing  and  all  that  awaits  aboard  your 
.w  home  on  the  seven  seas. 


ST.  TROPE2  RESIDENCE 

3  bedrooms,  3  'A.  baths, 
1395  sq.ft. 


Two  to  four  bedroom  residences 
from  1,130  square  feet  to 
over  3,200  square  feet. 


ILL  OWNERSHIP  FROM  SI  .875  MILLION 
ACTIONAL  OWNERSHIP  FROM  $156,250 


Collecting  by  Taylor  Antrim 


Man  of  Steel 

ermont  engraver  Winston  G.Churchill  carves 

lifelike  scenes  into  fine  firearms.  Just  don't  rush  him, 


inston  G.  Churchill,  one  of  the  world's 
master  gun  engravers  (and  no  relation  to 
the  famous  PM),  is  scheduled  to  deliver  a 
cture  to  engraving  students  in  Emporia,  Kansas.  This 
ill  mean  leaving  his  Southern  Vermont 
llage  of  Proctorsville,  his  ancestral  farm 
d  the  meticulously  organized  workshop 
here  he  spends  his  days  carving  hair's- 
eadth  lines  in  steel.  Winston  is  not  a 
stless  man;  he  doesn't  yearn  for  vacation, 
d  the  Kansas  trip  will  not  be  a  welcome 
eak.  "I  like  it  right  here,"  he  says. 
Right  here  offers  him  his  subjects, 
ermont's  wildlife,  the  grouse  and  wood- 
ck  and  deer  that  live  in  astonishing  detail 
his  "canvases":  fine  shotguns,  rifles, 
earms  and  knives  from  makers  such  as 
mes  Purdey  &  Sons,  Holland  &  Holland, 
ss  Horn,  Galazan,  Fabbri  and  others.  His 
all  body  of  work — he's  produced  no  more 
an  35  major  pieces  in  a  30-year  career — 
s  earned  him  a  worldwide  reputation.  "He 
quite  possibly,  today,  the  greatest  gun  en- 
aver  we  have,"  says  Patrick  Hogan,  owner 
firearm  auction  house  the  Rock  Island 
uction  Company  in  Moline,  Illinois.  And 
erbert  Houze,  visiting  curator  for  the 
muel  Colt  exhibition  at  the  Wadsworth 
theneum  in  Hartford,  Connecticut  ("Colt 
Parade,"  page  114),  puts  him  in  elite 
mpany:  "There  are  no  more  than  five  of 
ese  superb  artisans  worldwide,"  he  says. 
Winston's  pace  is  painstakingly  slow — 
e  any  good  engraver,  he's  a  perfectionist — 
d  he  accepts  only  clients  with  whom  he's 
tablished  a  personal  relationship  and  mu- 
al  trust.  Still,  there's  a  five-  to  six-year-long  waiting  list 
r  a  major  project.  His  last  and  most  ambitious  work 
ok  him  five  years  of  concentrated  labor:  a  first-gener- 


Churchill's  most  ambitious 
work,  a  1923  Colt 
revolver,  took  him  five 
years  to  complete. 


ation  1923  Colt  revolver  engraved  for 
Hugh  Eaton  of  Dublin,  New  Hampshire. 
Eaton  bought  the  Colt  at  a  Rock  Island 
auction  for  $17,500  and  asked  Winston  to 
engrave  it  as  he  saw  fit.  Covered  with 
wildlife  in  sculpted  24-karat  gold  and 
intricately  intertwined  flora  cut  into  the 
antique,  case-hardened  steel  ("terrible, 
terrible  hard  steel,"  says  Winston),  the 
piece  has  been  valued  at  $250,000. 
Winston's  fee  was  $112,000. 

Today  Winston  is  polishing  and 
brightening  carvings  of  roughed 
grouse  in  a  pair  of  shotgun  re- 
peaters from  a  set  of  five  made 
by  Galazan,  a  New  Britain, 
Connecticut,  artisan  gun 
maker.  For  each  thumb- 
sized  wildlife  scene  (which 
took  three  to  four  months  to  carve) 
Winston  has  charged  his  client  $10,000. 
Pricing  is  Winston's  least  favorite  part  of 
his  work,  since  he  never  knows  exactly 
how  much  time  a  job  will  take  him.  He'll 
draw  and  redraw  designs  with  a  filed- 
down  mechanical-pencil  point  on  the 
piece  itself  until  he's  satisfied — and  then 
he  starts  to  carve.  Clients  are  patient,  given 
his  stature  in  the  engraving  world.  It  is 
the  quality  of  his  engraving  more  often 
than  the  piece  itself  that  gives  one  of 
his  firearms  value.  For  instance,  one  client 
paid  $55,000  for  a  Holland  8c  Holland 
elephant  shotgun  before  Winston  put 
nearly  $100,000's  worth  of  engraving  on  it. 


With  Hugh  Eaton's  Colt,  Winston 
says  he  went  "all  out,"  spending  three 
months  just  cutting  new  grips  and  filing 
the  edges  of  the  steel.  That  was  before  he 
started  drawing  any  designs  at  all.  "All 
that  time  I'm  thinking,  what  to  do,  what 
to  do?  This  guy  gave  me  carte  blanche. 


often."  Eaton,  who  is  thiru.  lg  of  leavin 
his  Colt  to  a  museum,  is  pleased  with  th 
results.  "I  wouldn't  pull  the  trigger  on  tha 
thing  for  all  the  tea  in  China." 

Eaton  may  also  see  the  results  appreci 
ate.  "Engraved  firearms  are  becoming  rec 
ognized  more  and  more  as  art  objects, 
says  Houze.  "This  is  a  fiel 
that  is  coming  into  if 
own.  It  hasn't  arrived  yei 
but  in  10  to  15  years  it  wi 
be  accepted  on  a  much  broader  scale 


Clients  are  patient, 
given  Churchill's  statuH 
in  the  engraving  world. 


He's  relying  entirely  on  my  reputation."  A 
first-generation  Colt,  commonly  known 
as  "the  Peacemaker,"  is  a  classic  Ameri- 
can sidearm,  so  Winston  settled  on  classic 
American  big  game  to  decorate  it.  His 
highly  detailed  24-karat-gold  mountain 
lion's  face  is  the  size  of  a  pencil  eraser.  The 
coat  of  the  elk  has  lifelike  texture,  an  effect 
Winston  achieved  by  applying  tiny  inlays 
of  steel  into  each  cut  of  gold.  "That's 
where  your  time  goes,"  he  says. 

"A  lot  of  engraving  looks  flat,"  says 
Herbert  Houze.  "Winston's  literallyjumps 
out  at  you.  The  figures  give  a  strong  sense 
of  vitality,  a  sense  of  motion  from  the  light 
playing  on  the  cuts.  You  don't  see  that  very 


Patrick  Hogan  agrees.  "Winston's  nam 
is  huge.  That's  why  he  can  command  sue] 
prices.  In  the  end,  it'll  pay  dividends." 

But  with  work  like  this,  dividends  an 
beside  the  point.  Winston's  pieces  an 
sentimental  treasures,  depicting,  say, 
client's  wife  or  a  favorite  hunting  do£ 
Winston  himself  thinks  of  them  as  h 
children,  and  he's  sorry  to  let  them  go.  H: 
only  consolation  is  that  he's  nearly 
meticulous  with  photography  as  he  is  wit 
engraving.  "When  a  piece  leaves,"  he  say 
"I  lose  the  child  to  an  adoptive  parent.  Bi 
at  least  I'm  able  to  keep  the  pictures." 


Winston  G.  Churchill,  (802)226-7772. 


COLT  ON  PARADE 

Samuel  Colt  once  said,  "The  good  people  of  this  world  are  very  far  from  being  satisfied 
with  each  other  and  my  arms  are  the  best  peacemakers."  Colt  revolvers  were  fired  by 
Texas  Rangers,  both  armies  in  the  Civil  War,  Custer's  doomed  men,  Billy  the  Kid,  "Doc" 
Holliday,  Pancho  Villa  and  General  George  Patt<  n.  "Samuel  Colt:  Arms,  Art  and  Invention" 
at  the  Wadsworth  Atheneum  (www. wadsworthal  heneum.org)  in  Hartford,  Connecticut, 
through  March  4,  2007,  is  an  historic  exhibition  of  firearms  and  the  art  they  inspired. 

Legend  has  it  that  in  1830,  the  16-year-old  Colt  was  working  aboard  a  brig  in  Boston 
Harbor  when  he  observed  the  locking  action  of  the  ship's  wheel  and  experienced  an 
engineering  epiphany.  He  immediately  whittled  a  wooden  model  of  what  was  to  become 
the  prototype  of  his  famous  revolvers.  Colt's  modern  ideas  about  mass  production  and 
quality  control  made  him  a  world-famous  tycoon  and  would  eventually  influence  other 
industrialists  like  Henry  Ford.  He  was  also  a  marketing  maverick  who  enlisted  famed 
artist  George  Catlin  to  paint  ten  hunting  scenes  prominently  featuring  Colt  firearms; 
prints  were  then  sent  to  dealers.  (Six  original  paintings  are  in  the  show.)  Colt's  Yankee 
ingenuity  helped  win  the  West,  bullet  by  bullet.  As  someone  once  remarked,  "God 
made  man,  but  Sam  Colt  made  men  equal."  — BARNABY  CONRAD  III 
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SIGN  A  T  U  R  E  This  quiet  enclave  of  MGM  Grand  takes  the  pleasure  of  business  seriously.  It's  a 
place  where  not  a  single  luxury  has  been  overlooked.  High-speed  wireless  Internet  access  and  a  fully  functional 
workspace  keep  you  connected.  24-hour  Concierge  services  meet  your  every  need.  Fine  A^^* 
linens,  Jacuzzi®  tubs  and  pillow-top  beds  will  comfort  you.  And  private  balconies  take  your  JP\f_*i. 
breath  away.  The  line  between  work  and  play  has  officially  been  blurred,  maximum  Vegas.  MGM  GRAND 

For  reservations:  signaturemgmgrand.com  or  1-877-727-0007 


ew  places  hold  such  unbridled  mystery  as  Peninsula  Papagayo.  Shining  quietly  on  Costa  Rica's  Pacific  shores,  2,300 
acres  teem  with  wildlife  found  nowhere  else.  The  creature  comforts  of  private  Arnold  Palmer  Signature  golf  and  the 
renowned  Four  Seasons  Resort.  An  intriguing  variety  of  residences,  condominiums  and  custom  estate  sites,  including  new 
luxury  condominiums  at  LasTerrazas  and  the  ultimate  sand-and-surf  enclave,  13  Playa  Prieta.  As  well  as  the  temptations 
of  an  upcoming  members'  beach  club  &  spa,  Jack  Nicklaus  Design  Course  and  world-class  marina  and  waterfront  village. 
In  the  midst  of  this  enchanted  Eden,  the  greatest  discovery  may  be  oneself. 

For  a  further  glimpse  into  residential  opportunities  at  Peninsula  Papagayo,  please  call  toll-free  (866)  703.7444  or  visit  www.peninsulapapagayo.com 

Developed  by  Ecodesarrollo  Papagayo  SA 
This  is  not  an  offer  or  solicitation  in  any  state  in  which  the  legal  requirements  for  such  an  offering  have  not  been  met. 


COSTA 


R     I     C  * 


t's  sometimes  said  that  Ferraris  are  for  egomaniacs. 
Settling  into  the  plush  leather  interior  of  the  new 
599  GTB  Fiorano,  with  its  light  aluminum-based 
assis  and  620  hp  engine,  one  becomes  convinced  it's 
e.  My,  oh  my,  does  a  brand-new  Ferrari  feel  good, 
ven  better  on  the  back  roads  of  Mother  Italy. 
Driving  out  of  the  Ferrari  factory  in  the  northern  town 
Maranello,  the  first  thing  we  noted  was  the  smooth- 
ess  of  the  ride;  even  approaching  a  buck-fifty  on  the  un- 
/en  surfaces  of  the  autostrada  there  was  little  discernible 
bration.  Much  of  this  consistency  is  due  to  the  Fiorano's 
jspension  system,  which  can  be  micro-adjusted  using  a 
)ur-setting  dial  on  the  steering  wheel.  The  gradations  of 
iffness  are  roughly  these:  "pass  the  snowplow,"  "fast," 
/ery  fast"  and  "mandatory  suspended  license." 
The  Fiorano  uses  the  usual  Ferrari  shift  paddles  on 
e  sides  of  the  steering  wheel,  and  the  new  Formula 
\p  )ne-derived  gearbox  responds  in  microseconds,  creat- 
lg  a  hair  trigger  between  gears.  An  override  button  on 


An 

Italian 
Master 

The  2007  Ferrari  599  GTB  Fiorano 
grips  the  road  like  a  slot  car. 
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the  dash  puts  the  car  into  automatic  shift 
mode,  however,  just  in  case  one  needs  a 
free  hand  for  the  cappuccino. 

On  the  outside,  the  Fiorano  simply 
looks  fast,  even  sitting  still.  (As  do  most 
Ferraris.)  But  with  discreet  flying  but- 
tresses behind  the  rear  windows,  finned 
undercarriage  and  camouflaged  wind 
ducts,  the  machine  has  more  hidden  an- 
gles than  a  prenuptial  agreement.  All  of 
this  aerodynamic  engineering  creates  so 
much  down  force  that  the  Fiorano  grips 
the  road  like  a  slot  car,  even  in  hairpin 
turns.  (Later,  when  jetting  up  to  200 
mph  through  the  Ferrari  racetrack — 0  to 
62  in  3.7  seconds — we  felt  more  secure 
than  when  driving  the  carpool  Hummer 
around  a  cul-de-sac.) 

We  got  so  carried  away  with  the  Fiorano 


test-drive  that  somewhere  on  the  autostrada 
north  of  Modena  we  noted  a  blue  blur, 
which  we  passed  going  120  mph  in  a  60 
mph  zone.  We  slowed  down  to  await  the 
inevitable  long  arm  of  the  law,  and  sure 
enough,  the  local  carabinieri  came  up 
alongside  for  a  closer  look.  But  rather  than 
pull  us  over,  they  gave  us  a  big  thumbs-up 
before  waving  us  forward  to  continue  our 
merry  rocketry.  And  why  not?  In  Italy, 
driving  this  car  slow  is  probably  as  vulgarly 
self-abnegating  as  taking  a  public  vow 
of  chastity  at  the  Playboy  Mansion.  We 
didn't  want  to  appear  rude. 

The  Fiorano  makes  its  U.S.  debut  this  month 
with  a  price  tag  of  $260,000-$270,000. 
There's  already  a  two-year  waiting  list, 
www.ferrariworld.  com. 


BMW 
JACKET 


Among  the  bells 
and  whistles  on 
BMW's  new  Streetguard 
2  suit:  Gore-Tex  storm 
cuffs,  a  removable  thermal 
liner  and  a  wind-  and 
waterproof  removable 
storm  collar.  Plus  it  never 
hurts  to  have  Kevlar  in 
"slide-prone  zones." 
Jacket,  in  gray  and  black, 
$725;  pants  (not  shown), 
$525.  www.bmwusa.com. 


BAVARIAN  ROLLOUT 


BMW  INTRODUCES 
all-new  motorcycle 
models  about  as  often  as 
the  Fed  changes  chairmen. 
So  behold,  the  F  800  S 
and  ST  middleweights. 
The  liquid-cooled,  four- 
valve-per-cylinder  parallel 


twin  engine,  which  was 
jointly  developed 
with  Bombardier-Rotax  in 
Austria,  has  a  novel 
counterbalancing  third 
connecting  rod  to  eliminate 
teeth-rattling  vibrations. 
Displacing  798  cc,  the 


motor  generates  85  hp  at 
8,000  rpm.  With  a  450-lb. 
wet  weight,  the  belt-driven 
"S"  will  hit  60  mph  in  3.5 
seconds.  The  handlebar 
position  will  not  break 
your  back,  nor  will  the  seat 
numb  your  buns.  The 


F  800  S  and  ST  are 
designed  for  "reentry" 
and  commuting  riders. 
Available  in  2007  at 
an  estimated  base 
price  of  $10,500  and 
$11,500,  respectively. 
www.bmwusa.com.  • 
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Central  Park  is  a  personal  experience 
Stay  different™. 

ESSEX 


Each  Jumeirah  Hotel  is  uniquely  individual.  Offering  you  the 
luxury  of  personal  space  in  the  world's  most  distinctive  locations. 
And  the  most  memorable  experiences  -  your  own. 

For  more  information  and  reservations  call  toll  free  +1  877  854  8051 
or  book  online  ai  tvww.j umeirah.com 

New  York  *  London  •  Dubai 


Jumeiraf 


HOTELS  &  RESORT* 

jumeirah.com 


ties 
he  e; 


Sport  by  Finn-Olaf  Jones 


School  for  Skids 

MotoVentures  students  are  requested  to 

bring  an  exceptional  sense  of  balance, 
flawless  timing  and  ball-bearings  of  steel. 


'm  leaning  hard  on  my  dirt  bike  when  I  spot  a  log  in 
the  middle  of  my  path.  I  shift  my  weight,  open  up  the 
throttle,  and  my  front  wheel  jumps  over  the  obstacle 
hile  I  jerk  awkwardly  back  on  the  seat  like  a  rag  doll. 
"Don't  pull  back  on  the  handlebars,"  Gary  LaPlante 
lis  in  a  manner  that  suggests  the  next  time  I  do  this  I'm 
oing  to  get  my  fingers  rapped  by  a  ruler.  "Let  the  sus- 
ension  take  care  of  the  lift."  Gary, 
ho  looks  like  a  younger  version  of 
ill  Murray  right  down  to  the  per- 
anently  bemused  expression  on 
is  face,  is  standing  next  to  the  log; 
e's  the  one  who  put  it  there. 

School  is  in  session.  I'm  two- 
heeling  around  an  isolated  high 
esert  valley  ranch  in  Southern 
alifornia,  tearing  up  steep  hills, 
aning  around  cones  and  skid- 
mg  to  stops  in  front  of  the 
nipresent  Gary.  Gary  is  the 
under  of  and  chief  drill  instruc- 
>r  for  MotoVentures,  a  school 
evoted  to  turning  soccer  moms, 
Ubicle  dweebs,  cul-de-sac  kids 
*id  weekend  Harley  coasters  into 
Ivel  Knievels.  It's  easy  to  tap  into 
'Eary's  infectious  passion  for  rid- 
Jig,  born  from  a  childhood  obvi- 
fUsly  well  spent  dirt-biking  around 
he  Arizona  desert  with  his  family. 
|  That  morning  I'd  driven  two 
jours  through  the  mist  from  Los  Angeles  into  the 
loulder-strewn  valleys  east  of  Temecula  until  I'd  turned 
iff  the  side  of  a  side  of  a  side  road  to  come  to  Gary's  300 
|:res  of  bikers'  paradise.  Six  of  us  students  blink  in 
lie  early  morning  sunlight  as  Gary  briefs  us  on  the  day's 
butine.  Although  he  often  hosts  company  retreats  on 


Happy  trails:  Gary 
LaPlante  teaches 
scramblers  young 
and  old  in  the 
hills  east  of  L.A. 
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the  ranch,  he  tells  me  that  this  group 
is  typical:  two  dads  out  for  a  fun  outing 
with  their  kids;  a  pair  of  street-biking 
buddies  looking  to  improve  their  dirt-rid- 
ing skills;  a  local  motorhead  who  wants 
to  become  a  competitive  racer;  and  yours 
truly,  struck  by  a  sudden  middle-age  com- 
pulsion that  corners  are  much  more  fun 
skidded  through  than  turned.  "There's 
many  reasons  for  coming  out  here,"  Gary 
says,  "but  they  all  boil  down  to  getting 
better  control  of  your  bike.  No  matter 
how  much  you  think  you  already  know, 
you  can  always  know  more." 

And  this  is  the  man  who  knows  more 
about  dirt  bikes  than  practically  anyone  else 
on  this  dirty  planet.  He  holds  four  motor- 
cycle world  speed  records,  two  observed 


trials  championships  (extreme  dirt-biking 
through  obstacles)  and  two  decades'  expe- 
rience doing  everything  from  designing  to 
riding  for  Honda  and  Kawasaki.  Gary  is  a 
legend  in  motor  sports,  but  you  don't  need 
to  know  any  of  this  stuff  to  want  to  pay 
attention:  All  you  have  to  do  is  watch  him 
ride  a  bike  for  a  couple  of  minutes  at  the 
opening  of  the  morning  session. 

While  talking  to  our  assembled  group 
from  the  back  of  his  Yamaha  WR450, 
Gary  playfully  puts  both  feet  up  on  the 
pegs  and  hovers  in  a  stationary  position 
for  what  seems  to  be  an  impossibly  long 
time — his  balance  is  so  perfect  he  looks 
like  an  equestrian  statue.  Then  he  ex- 
ecutes a  few  turns  in  slow  motion  that  are 
so  tight  the  back  wheels  don't  spin  so 
much  as  pivot  the  front  wheels  around  in 
a  perfect  circle.  If  the  laws  of  gravity  ever 
get  enforced,  Gary  is  going  to  be  facing 
hard  jail  time. 

Gary  and  his  instructor  partner,  Bonnie, 


swaddle  us  from  helmet  head  to  steel  toe  in 
enough  protective  gear  to  produce  flash- 
backs of  high-school  hockey  days.  "We 
dress  you  to  crash,"  Gary  says.  The  kids  go 
off  with  Bonnie  and  the  rest  of  us  head  out 
with  Gary. 

Five  minutes  later,  one  of  the  adults 
skids  around  a  turn  and  promptly  wipes  out. 

"If  you  don't  fall,  you're  not  learning 
enough,"  Gary  soothes,  which  is  a  far  cry 
from  the  comments  /got  last  time  I  dumped 
someone  else's  bike.  If  Gary  doesn't  seem 
to  mind,  it's  because  he's  got  48  other  dirt 
bikes  to  choose  from,  all  of  them  from 
Yamaha,  a  partner  in  his  business. 

I'm  used  to  reclining  on  the  wide-ass 
sofa  seats  that  come  on  most  cruiser  bikes, 
but  for  much  of  the  day  with  Gary,  I 
hardly  sit  down.  Riding  with 
him  means  standing  up  on 
the  bike  pegs  almost  all  the 
time,  even  on  straightaways. 

"Our  goal  is  to  get  you 
to  steer  with  your  legs," 
Gary  tells  us  as  we  go 
through  the  first  round  of 
exercises,  which  involves 
turning  at  painfully  slow 
speeds.  Gary  cajoles  me  to 
lean  my  rear  and  head  so  far 
over  the  bike  that  I'm  not 
sure  if  I'm  actually  riding  it 
or  dancing  with  it.  Within 
half  an  hour,  even  though  I  haven't  ever 
accelerated  above  ten  miles  an  hour,  I'm 
sweating  as  if  I'd  just  done  a  marathon. 
But  I  notice  that  I'm  able  to  stabilize  my 
bike  even  when  riding  at  the  marching 
pace  of  an  ant. 

Gary  then  introduces  us  to  a  stretch  of 
sand  on  the  road  mockingly  called  "the 
sand  wash  of  doom,"  which  we  learn  to 
negotiate  before  moving  on  to  practice 
revving  on  the  equally  nonlethal  "dip  of 
doom"  and  then  quick  turns  on  "the  course 
of  doom" — a  line  of  orange  cones.  No  one 
is  going  to  be  breaking  their  necks  here, 
but  the  point  is  to  not  break  them  later  on 
the  real  obstacles  around  the  ranch. 

Alter  all  this  doom,  it's  lunchtime, 
and  we  collapse  in  sweaty  piles  in  front  or 
platters  of  sandwiches  served  up  next  to 
a  trailer. 

The  kids  show  up  from  their  morning 
session.  "I've  already  done  a  jump,"  12- 
year-old  Jacob  announces,  once  he  untan- 


gles his  hair  from  his  helmet. 

His  dad  practically  chokes  on  hi 
turkey  and  provolone.  "You  mean  whil 
we've  been  doing  cone  work  all  morning 
you've  been  jumping}" 

"It's  often  easier  teaching  kids  to  rid) 
than  adults.  Most  of  my  work  involve 
undoing  the  bad  habits  experienced  rider 
develop  on  street  bikes,"  Gary  says.  "W 
get  a  lot  of  families  here.  Almost  all  kid4 
sports  are  separated  from  adults'.  If  moil 
or  dad  want  to  participate,  they're  usuall 
limited  to  cheering  from  the  sidelines 
This  is  one  of  the  only  sports  you  can  d 
on  an  equal  footing  with  your  kids." 

After  lunch,  we  run  through  a  few  mor 
exercises  before  Gary  figures  it's  safe  to  1 
us  loose  on  the  rutted  hills  surroundin 
the  ranch.  At  this  point  I'm  so  comfort 
able  on  the  difficult  terrain  that  I  fin 
myself  weaving  back  and  forth  betweel 
boulders  with  a  skier's  agility.  I  am  feelini 
downright  cocky  when  Gary  assemble! 
our  group  at  the  bottom  of  a  sheer  150 
foot  hill  called,  surprise,  surprise,  "the  hil 
of  doom." 

"If  any  of  you  want  to  follow  me,  ju9 
c'mon,"  Gary  announces  before  rewin 
straight  up  like  a  rocket.  He  performl 
uphill  bunny  hops  from  rut  to  rut,  hi 
Yamaha  functioning  more  like  a  pog 
stick  than  a  bike.  Down  below,  our  collec! 
tive  jaws  drop  from  beneath  our  helmetj 
like  giant  Pez  dispensers.  Within  fiv 
minutes,  Gary  has  miraculously  come  bac| 
down  in  a  manner  that  suggested  more  o 
a  controlled  fall  than  a  ride,  skidding  bad 
and  forth  one  step  ahead  of  gravity.  Hii 
feet  didn't  touch  the  ground  once  whil| 
going  up  and  coming  down. 

"This  is  why  you  can  always  come  bad 
and  learn  some  more,"  Gary  announces, 
"The  more  you  know,  the  better  it  gets 
It's  all  a  question  of  drilling  good  habit 
into  your  heads." 

Those  habits  stick.  Heading  back 
L.A.,  I  catch  myself  absentmindedl 
leaning  so  aggressively  around  a  curve  tha 
my  rear  lifts  from  the  seat.  And  I  am  driv 
ing  a  minivan.  • 

One-day  introductory  course,  all  equipme, 
included,  $250.  Moto  Ventures  also  conduct 
multiday  tours  throughout  the  Southwest 
For  more  information,  contact MotoVenture 
at  ( 951 )  76  7-0991  or  www.  motoventures.  corr\ 
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YOU  SPEAK  AND  OTHERS  TAKE  NOTE. 


YOU  WRITE  AND  OT 


S  TAKE  NOTICE. 


Available  at  tfaeM  fine  retailers: 
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U.S.  liHjuiiics  please  call  1-800-297-5713  or  visit  www.nippcns.com 


Fountain  Pen  Hospital 

New  York 
800-253-7367 
www.foiinuiinpcnhospiial.tom 

lalirney's  Pens 
Washington  D.C. 
800-624-7367 
www.falirneyspens.com 

Paradise  Pen 

Dallas 
972-991-4110 

www.  pa  rad  isepen  .com 


Swisher  Pens 
Virginia  Beach 
888-340-7367 
www.swi.slieipcns.coni 

Paradise  Pen 
Cosla  Mesa,  CA 
714-556-0643 
www.paradiscpcn.coj  1 1 

Paradise  Pen 
Ijts  Vegas 
702-696-1088 

www.  pai  ad  isepen. con  i 


Style  &  Design  by  Jeff  Turrentine 


Cable  Guy 

Robert  Bernstein's  creations 

will  leave  you  in  suspense. 


n 

o  say  that  Robert  Bernstein  s  designs  lack  founda- 
tion is  to  pay  him  the  highest  of  compliments. 
■  The  New  York-based  architect  and  furniture 
laker  creates  beds,  chairs  and  tables  that  eschew  legs — 
)  pedestrian! — in  favor  of  superthin  ceiling-mounted 
eel  cables. 

"I  could  use  even  thinner  cables  than  I  do,  but  I'm 
[raid  people  would  be  too  scared  to  buy  my  stuff,"  says 
ernstein,  who  in  addition  to  being  an  architect  also 
plds  a  confidence-boosting  engineering  degree  from 
prnell.  "Steel  is  incredibly  strong  in  tension.  You  can 
ee  very  little  material  to  hold  up  tremendous  weights." 

Bernstein  was  first  inspired  to  hang  furniture  upon 
ping  asked  to  design  a  store  in  Florida  that  was  short 
p  square  footage  but  wanted  to  appear  large.  He  met 
le  challenge  by  suspending  all  of  the  display  fixtures, 
[eluding  the  cash  counter,  from  the  ceiling.  The  result 
as  a  space  that  tricked,  and  pleased,  the  eye.  "When  you 
ck  an  object  up  off  the  floor,  the  eye  sort  of  goes  under 
— it's  not  stopped  by  the  object,  and  therefore  the  space 
els  bigger,"  he  says. 

His  cable-suspended  bed  (shown)  can  be  custom- 
lade  in  stainless  steel  (or  any  material  of  the  client's 
oosing)  and  personally  installed  by  Bernstein  for  be- 
een  $7,000  and  $11,000.  The  whole  process,  from  or- 
ring  to  installation,  takes  less  than  a  month. 
And  in  case  you're  wondering:  Yes,  those  cables 
derneath  the  bed,  when  tightened,  render  it  perfectly 
otionless.  "When  we  install  the  bed,  we  leave  the 
bles  tight,"  says  Bernstein.  "But  if  you  want  a  little  bit 
movement,  we'll  show  you  how  to  loosen  them." 
Now  why,  exactly,  would  anyone  want  that? 
Says  Bernstein:  "I  tell  people  that  I  don't  need  to 
ow  that  much  about  their  personal  lives."  • 


rnstein  Design,  Inc.;  (646)  415-1570  or  www. bernstein 
\sign.com. 
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RETIREMENT  PLANNING  GUIDE  FOR  BABY  BOOMERS 

INVESTING  FOR 
THE  LONG  TERM 

READY,  SET,  RETIRE! 

We  all  have  financial  goals  we  want  to  achieve.  Living  well  in  retirement  is  one  of  them.  More  than  in  an; 
previous  era,  retirement  today  holds  the  potential  to  be  a  period  of  true  golden  years.  With  average  lify 
expectancy  on  the  rise,  there  certainly  is  time  to  pursue  passions,  both  new  and  old.  By  developing  a  solidl 
financial  plan,  you  raise  your  chances  of  living  the  life  you  wish  in  retirement. 


FiNANCiAL  SERVICES 
FOR  THE  GREATER  GOOD* 


There  is  no  magic  to  investing  well  for  retirement.  Time-tested  principles  and  a  view  for  thjj 
long  term  are  some  of  the  best  ways  to  avoid  chasing  faddish  investments  that  do  little  for 
person's  portfolio.  According  to  Scott  Evans,  chief  investment  officer  for  the  TI AA-CREJ 
group  of  companies,  you  should  observe  two  basic  rules  that  can  help  you  become  a  success! 
ful  investor.  One  rule  is  to  diversify  your  holdings.  Simply  put,  this  means  you  don't  wanl 
your  financial  health  to  depend  on  any  one  stock  or  small  group  of  stocks.  Just  think  back  to  the  dot-conl 
boom:  The  shares  performed  well  for  a  few  years,  but  would  you  want  your  retirement  funds  in  them  now? 

Diversifying  effectively  means  balancing  your  portfolio  among  asset  sectors,  like  stocks,  bonds  and  real 
estate,  and  subcategories  within  those  sectors,  like  large-cap  stocks  and  municipal  bonds.  That  provide! 
the  opportunity  for  your  portfolio  to  benefit  from  the  strong-performing  sectors  and  may  belp  buffer  thj 
effects  when  the  cycle  of  the  markets  inevitably  brings  the  highfliers  down  to  earth.  "Blended  portfolios  thajl 
include  investment  in  stocks,  bonds,  real  estate  and  money  markets,  as  well  as  diversity  within  thos 
categories,  may  be  less  volatile  over  time,"  Evans  explains.  (Diversification  does  not  protect  against  losses.  ! 

The  other  basic  rule  for  long-term  investing  is  to  rebalance  your  portfolio  regularly.  Once  you've  deterl 
mined  the  blend  of  assets  you  are  comfortable  with  for  your  portfolio,  the  work  isn't  done.  Each  asset  clasl 
will  grow  (or  decline)  at  different  rates,  which  means  in  as  little  as  a  year,  your  target  asset  balance  call 
be  out  of  whack.  Leave  that  situation  unattended  long  enough,  and  your  portfolio  can  become  overljl 
dependent  on  one  asset  sector.  You  diversified  your  assets  to  help  reduce  risk,  but  not  rebalancing  everjl 
year  or  so  allows  that  risk  to  creep  back  into  your  portfolio.  (Rebalancing  does  not  protect  against  losses.] 
Another  reason  for  diversifying  and  rebalancing  is  that  few  people  have  the  nerves  of  steel  required  t<| 
load  up  their  investments  in  one  sector  and  then  watch  calmly  as  their  net  worth  spikes  and  dips  with  tin 
markets.  Even  if  an  investor  can  withstand  the  psychological  stresses  of  market  ups  and  downs,  it's  nojl 
advisable.  After  all,  no  one  knows  what  the  future  holds.  That's  why  it's  important  to  avoid  pursuing  yesl 
terday's  hot  performer,  whether  it's  a  rallying  stock  or  a  mutual  fund  that  had  a  great  year. 

There's  no  one  secret  to  good  investing.  Too  often,  investors  can  become  overwhelmed  by  the  hype  oj 
a  hot  mutual  fund  or  trendy  investing  scheme.  Before  chasing  a  popular  sector  or  gazing  too  long  at  stajl 
funds,  think  about  a  long-term  strategy.  Adds  Evans,  "The  reality  is  you  have  the  potential  to  get  ahead  il 
you  diversify,  rebalance  and  avoid  chasing  yesterday's  returns." 


tiaa-cref.org/myretirement 
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THERE'S  A 

BIG  DIFFERENCE 

BETWEEN  NOT  WANTING  TO  RETIRE 
AND  NOT  BEING  ABLE  TO. 


And  there's  a  big  difference  between  a  financial  partner  that  knows 
this  and  one  that  doesn't. 

We  are  TIAA-CREF,  and  we  understand  the  complexities  of  navigating 
your  way  to  retirement  and  living  in  it  once  you  get  there.  Today,  with 
more  than  85  years'  experience  serving  the  financial  needs  of  those  who 
serve  others,  we  have  the  expertise  to  offer  products  and  services  best 
suited  to  fit  your  individual  needs  throughout  your  life. 

Plus,  through  personalized,  objective  advice  from  our  non-commissioned 
consultants,  who  are  rewarded  on  how  well  they  serve  you  not  on  what 
they  sell  you,  we're  better  able  to  help  you  gain  control  and  manage  your 
income  all  the  way  through  retirement. 

So  whether  you're  just  beginning  to  think  about  saving  for  the  future 
or  you're  ready  to  move  into  it,  we  can  help  you  bridge  the  difference 
between  wanting  to  retire  and  being  able  to  do  it. 

Find  out  more,  at  tiaa-cref.org/myretirement. 
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SIZING  UP  A  FINANCIAL  SERVICES  COMPANY 

Many  investors  have  accounts  with  multiple  financial  services  companies  for  various  reasons.  Simp! 
put,  it1s  generally  better  to  have  your  money  with  one  company,  especially  when  it  comes  time  to  withdrav 
funds.  Income  planning  is  the  most  compelling  reason  to  consolidate  accounts,  but  there  are  other  issue 
to  consider,  like  paying  lower  fees  with  companies  that  offer  discounts  based  on  asset  size,  and  having  tin 
simplicity  of  easily  knowing  the  size,  performance  and  allocation  of  your  nest  egg. 

Choosing  a  financial  services  company  is  therefore  one  of  the  most  important  decisions  you  can  inakel 
No  matter  which  firm  you  consider,  here  are  questions  to  ask: 

•  What  fees  and  expenses  does  the  firm  charge  and  how  are  they  collected? 

•  Does  the  firm  have  an  incentive  to  sell  you  one  product  over  another? 

•  Are  the  investment  objectives  of  its  mutual  funds  and  variable  accounts  clearly  stated? 

•  Have  its  funds  performed  well  over  time  against  their  benchmarks? 

•  Does  the  firm  have  a  reputation  for  responsive  and  reliable  service? 

•  With  an  annuity  company,  what  are  its  ratings  from  the  independent  insurance  ratings  agencies? 


KEYS  TO  EFFECTIVE  ESTATE  PLANNING 

Estate  planning  can  be  a  complex  tangle  of  legal  and  financial  issues,  but  here  is  a  compelling,  simph 
reason  not  to  ignore  it:  It's  how  you  ensure  your  assets  are  distributed  the  way  you  want.  A  well-thought| 
out  plan  for  your  estate  can  avoid  public  and  sometimes  complex  probate  proceedings,  as  well  as  expense: 
that  erode  the  amount  your  loved  ones  and  favored  causes  will  receive. 

Many  people  already  have  one  basic  aspect  of  estate  planning  covered  by  naming  beneficiaries  to  thei 
retirement  accounts,  but  that  doesn't  mean  a  will  isn't  necessary.  No  matter  what  the  size  of  your  estate, i 
will  directs  where  your  assets  go,  even  unexpected  assets  like  a  tax  refund  or  forgotten  bank  accounts.  Bu 
keep  in  mind  that  even  a  will  won't  trump  named  beneficiaries,  which  is  why  it's  important  to  regularlj 
review  your  beneficiaries.  Another  estate  planning  tool  to  consider  is  a  trust.  Many  people  are  intimidateq 
by  the  idea  of  a  trust.  In  reality,  trusts  are  a  simple  legal  device  that  can  help  defer  or  decrease  federal  taxes| 
provide  ongoing  financial  support  for  loved  ones  and  protect  property  from  creditors.  It's  best  to  consul 
with  an  expert  to  make  sure  a  trust  is  set  up  properly. 

Thankfully,  distributing  a  portion  of  your  estate  doesn't  have  to  wait  until  death.  For  one  thing,  the  IRS 
allows  everyone  to  give  up  to  $12,000  tax-free  each  year  per  individual.  The  tax  code  also  allows  for  muclj 
larger  sums  (up  to  $1  million)  to  be  given  as  gifts  during  one's  lifetime  tax-free,  although  the  governmen 
deducts  the  amount  of  this  "applicable  exclusion  amount"  from  the  exclusion  applied  to  estate  taxes  a 
death.  In  2006,  this  estate  tax  exclusion  is  $2  million,  and  it  is  slated  to  rise  to  $3.5  million  by  2009.  Wit! 
this,  as  with  any  estate  issue,  there  are  a  number  of  complex  laws  and  regulations  involved,  so  please  conl 
suit  a  legal  or  tax  advisor. 
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FINANCIAL  SERVICES 
FOR  THE  GREATER  GOOD" 


C36733:  TIAA-CREF  Individual  &  Institutional  Services,  LLC,  and  Teachers  Personal  Investors  Services,  Inc.,  distrib 
ute  securities  products.  You  should  consider  the  investment  objectives,  risks,  charges  and  expenses  careful 
before  investing.  Please  call  800-223-1200  or  visit  www.tiaa-cref.org  for  a  prospectus  that  contains  this  am 
other  information.  Please  read  the  prospectus  carefully  before  investing.  TIAA-CREF  or  its  affiliates  do  not 

provide  tax  advice.  Please  consult  your  tax  advisor.  The  tax  information  herein  is  not  intended  to  be  used  ano 

cannot  be  used  by  any  taxpayer  for  the  purpose  of  avoiding  tax  penalties.  It  was  written  to  support  the  promotion 
of  products  distributed  by  TIAA-CREF  Individual  &  Institutional  Services  LLC.  Taxpayers  should  seek  advice  based 
on  their  own  particular  circumstances  from  an  independent  tax  advisor.  Teachers  Insurance  and  Annuity 
Association  (TIAA),  New  York,  NY,  and  TIAA-CREF  Life  Insurance  Co.,  New  York,  NY,  issue  insurance  and  annuities, 
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A  RETIREMENT 
SPENDING  PLAN 

IS  AS  IMPORTANT  AS 

A  RETIREMENT  SAVING  PLAN. 


Which  is  why  it's  imperative  to  have  a  financial  partner  committed 
to  helping  you  achieve  both,  especially  as  you  near  retirement  and 
your  needs  evolve. 

We're  TIAA-CREF.  We  work  closely  with  you  by  offering  a  full  range 
of  products  and  services  to  help  you  manage  the  complexity  of 
living  in  retirement.  From  asset  management  to  estate  planning 
to  trust  services,  our  expertise  allows  you  to  spend  your  retirement 
the  way  you  want. 

And  through  personalized  advice  from  our  non-commissioned 
consultants,  who  are  rewarded  on  how  well  they  serve  you,  not  on 
what  they  sell  you,  you're  sure  to  receive  objective  expertise  on  the 
income  choices,  distribution  options  and  protection  strategies  that 
best  fit  your  life. 

In  short,  we  better  serve  your  retirement  by  better  serving  your 
plan  to  retire. 

Find  out  more  at  tiaa-cref.org/myretirement. 


FINANCIAL  SERVICES 


FOR  THE  GREATER  GOOD 


Wovk  Opportunity 

...TO  OWN  X  WXief^FPs-ONT  HOME  IN  B6AMUDX. 

Bermuda's  particular  blend  of  civility  and  charm  simply  cannot  be  found  anywhere  else  in 
the  world.  No  wonder  this  mid-Atlantic  island  is  the  preferred  destination  of  sophisticated 
travellers  who  cherish  traditional  values,  a  gentle  pace,  a  mellow  climate  and  a  refined  life- 
style. Many  would  like  to  own  a  vacation  home  here.  But  due  to  the  small  size  of  the  island, 
waterfront  property  has  become  almost  impossible  to  buy.  Until  now. 

Newstead  Belmont  Hills,  Golf  Resort  &  Spa  now  offers  deeded  fractional  owner- 
ship of  luxury  suites  to  a  limited  number  of  members.  We  are  Bermuda's  newest 
full  service  luxury  resort,  offering  you  the  chance  to  have  your  own  suite  here, 
without  the  burden  of  year-round  maintenance  and  with  all  the  advantages  of 
four-star  service.  Call  our  Sales  office  at  441  236  6060  for  an  appointment  to 
view  our  superbly  fitted  model  Suite.  Phase  One  is  already  sold  out,  Phase  Two 
Suites  are  currently  available  starting  at  $199,000.00. 

Newstead  Belmont  Hills,  Golf  Resort  &  Spa,  where  warm  breezes, 
pastel  cottages  and  a  gentle  pace  of  life  work  their  magic. 

Newstead  J  Belmont  Hills 
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27  Harbour  Road,  Paget.  Bermuda  PG  02  Tel:  441-236-6060  •  Fax:  441-236-2296 
Email:  sales@belmonthills.com  www.newsteadbelmonthills.com 


Person  of  Interest  by  Amy  Chozick 


ht  from 
The  Heart 


For  thousands  of  New  York  City's  homesick 
Latinos,  Senor  Bolero's  radio  show 

provides  a  romantic  return  to  the  past. 


ashington  Heights,  a  mostly  Latino  enclave 
perched  near  the  northern  tip  ot  the  island 
of  Manhattan,  begins  where  the  flat  streets 
the  Upper  West  Side  contrast  into  steep  hills.  Here, 
nvenience  stores  call  themselves  bodegas  and  vendors 
11  twice-fried  foods  out  of  silver  pushcarts.  A  shrine 
Tito  Puente  is  spray-painted  on  a  yellow  wall.  And 
ery  Sunday  morning  the  voice  of  Senor  Bolero  fills 
e  empty  air  of  taxis,  sidewalks  and  apartments. 
"For  every  memory,  there's  a  song,"  Francis  Mendez, 
.a.  Senor  Bolero,  announces  in  Spanish  from  the 
anhattan  studio  of  93.1  AMOR.  The  first  big  snow- 
rm  of  the  winter  has  just  fallen,  and  piles  of  fresh 
ite  have  made  the  gray  streets  quiet  and  pristine, 
least  for  a  while.  To  Latin  Americans,  this  is  the 
ather  of  exile. 

A  taxi  driver  named  Reynaldo  Nunez  calls  in  and 
ms  a  few  lines  of  a  bolero  he'd  like  to  hear.  He  can't 
nember  the  name  of  the  ballad  or  who  sings  it,  but 
says  it's  the  song  that  street  musicians  crooned  in 
e  background  during  his  first  kiss  back  in  Cuba.  Five 
inutes  later,  Senor  Bolero  has  found  it:  "Esta  Noche 
orazon,"  a  classic  bolero  recorded  by  singer  Maria 
isa  Landin  in  Mexico  in  1958.  "For  every  love,  for 
ery  moment,  there's  a  song,"  Mendez  repeats. 
Broadcast  throughout  the  Tri-State  area,  the  Senor 
Zero  show  is  the  only  radio  program  in  the  city  dedi- 
ted  exclusively  to  the  bolero,  a  melancholy  ballad 
ually  expressing  a  lover's  complaint.  The  bolero  took 
its  modern  form  in  Cuba  in  the  late  19th  century. 


ForbesLife  I  131 


From  there  it  quickly  made  its  way  to 
Mexico's  east  coast  and  eventually  spread 
throughout  Latin  America.  In  the  1940s, 
'50s  and  '60s  superstars  like  Pedro  Infante 
in  Mexico  and  Marco  Antonio  Muniz 
sang  their  hearts  out  on  the  radio,  etching 
lyrics  and  melodies  into  the  popular 
consciousness  of  the  Latin  American 
soul.  Today's  popular  boleristas  (as  bolero 
singers  are  known)  still  sing  the  same 
classics  recorded  during  this  period. 
Mexico's  Luis  Miguel  and  Alejandro 
Fernandez  sing  "Si  Nos  Dejan"  and 


"Abrazame."  This  continuity  allows  the 
bolero  to  span  generations,  even  if  those 
generations  end  up  as  far  away  as  New 
York.  And  unlike  other  types  of  music, 
which  evolve  over  time,  the  bolero  en- 
dures. "Puerto  Ricans  have  their  salsa. 
Colombians  prefer  cumbia.  Argentineans 
have  tango,  but  everyone  loves  a  ballad 
sung  by  Juan  Luis  Guerra,"  says  Ned 
Sublette,  author  of  Cuba  and  Its  Music: 
From  the  First  Drums  to  the  Mambo,  refer- 
ring to  one  of  the  Dominican  Republic's 
most  famous  singers. 

Despite  their  popularity  in  Latin  Amer- 
ica, most  of  the  songs  that  Senor  Bolero 
plays  are  nearly  impossible  to  find  in  this 
country,  much  less  to  hear  on  the  radio, 
where  corporate-owned  stations  stick  to  the 
more  lucrative  Latin  genres  of  reggaeton, 
pop  and  salsa.  But  to  New  York's  increas- 
ingly disparate  community  of  Latin  Amer- 
ican immigrants,  Senor  Bolero  has  become 
the  unlikely  glue  that  binds  them  together. 
If  a  listener  calls  in  and  Mendez  doesn't 
have  the  song  in  his  2,000-plus  album  col- 
le  :1  i<  i    hell  search  assiduously  for  it  during 


the  week  and  play  it  the  next  Sunday. 

Francis  Mendez  grew  up  in  a  middle- 
class  home  next  door  to  a  bar  in  the  tiny 
town  of  Jarabacoa,  Dominican  Republic. 
He  remembers  lying  awake  late  at  night 
listening  to  the  drunken  revelry  next  door, 
and  always,  always  the  boleros. 

"They  were  the  background  to  my 
youth,"  Mendez  says.  But  he  didn't  ap- 
preciate the  songs  until  1968,  when  who 
else  but  a  woman  made  him  rediscover 
the  music  he  once  only  associated  with 
his  parents'  generation.  "There  was  a  new 


wave  of  boleristas  then,"  Mendez  says. 
"They  were  bringing  back  to  life  all  the 
old  songs  from  my  childhood." 

Mendez  fell  into  radio  the  way  they  say 
people  fall  in  love:  without  looking  for 
it  and  when  he  least  expected  it.  A  few 
of  his  friends  were  rigging  a  truck  with  a 
bullhorn  to  help  a  local  salesman  with  an 
advertising  stunt.  The  bullhorn's  fuse  mal- 
functioned, and  when  they  got  it  working, 
Mendez  said  a  few  words  to  test  it  out.  His 
deep  voice  instantly  captivated  the  town. 
The  salesman  made  him  the  voice  of  his  ad 
campaign,  paying  Mendez  $5  a  week. 

He  later  moved  to  Santo  Domingo  and 
worked  in  radio  in  the  Dominican  Re- 
public until  1990.  When  the  political 
situation  there  worsened,  Mendez  re- 
luctantly decided  to  move  to  New  York, 
where  he  hosted  a  Spanish-language  tele- 
vision show.  In  2000,  Carey  Davis,  then 
general  manager  for  Spanish  Broadcasting 
Systems'  93.1  AMOR,  asked  Mendez  to 
host  the  Senor  Bolero  show.  Six  years  later, 
Bolero  is  the  top-rated  show  in  its  market, 
even  surpassing  English-language  stations 


like  98.7  Kiss  FM  and  106.7  Lite  Fl\ 
during  its  time  slot. 

"The  show  is  the  heart  of  the  radio  std 
tion,"  Davis  says.  "These  songs  are  full  ( 
passion  and  love  and  loss  and  feeling  for  a 
audience  going  through  the  same  thing 

Colombian-born  Milagro  Reyes,  4 
years  old  and  a  bus  driver  in  Jersey  City,  saj 
she  listens  to  Senor  Bolero  every  Sunda 
morning.  "The  songs  remind  me  of  n 
mama  and  mi  papa  and  everything  I  lei 
back  home,"  says  Reyes. 

Davis  estimates  that  90  percent  of  Sent 
Bolero's  pan-Latino  listeners  have  bee 
in  the  U.S.  for  less  than  ten  years  and  8 
percent  speak  Spanish  as  their  primal] 
language.  These  aren't  the  most  appealini 
statistics  to  advertisers,  who  typically  con 
sider  New  York's  Latinos  poorer  tha; 
their  counterparts  in  Miami  and  not  a 
homogeneous  as  the  Mexican  com  muni 
ties  of  Los  Angeles  and  Dallas. 

Yet,  the  Senor  Bolero  show  attracts 
quarter  of  a  million  listeners  each  wee 
and  a  flood  of  mainstream  marketers.  Tw 
surprising  success  rests  on  Mendez's  abilitj 
to  create  a  communal  outlet  for  immigrari 
yearning.  By  broadcasting  a  show  tha 
harks  back  to  the  near-extinguished  radi) 
programs  of  the  1930s  and  '40s,  Spanis] 
Broadcasting  Systems  has  capitalized  o 
the  one  thing  that  the  varied  Latin  Amen 
ican  community  of  the  Tri-State  area  ha 
in  common:  nostalgia. 

"The  idea  is  for  listeners  to  smell  thei) 
mother's  cooking,  to  hear  their  father] 
working  in  the  house,"  says  Frank  Florei 
vice  president  and  New  York  market  man 
ager  for  Spanish  Broadcasting  Systems 
"Let's  face  it,  we're  a  romantic  bunch." 

Angela  Castro,  Flores's  mother,  listen) 
to  Senor  Bolero  every  Sunday.  She  turn 
off  her  phone,  closes  her  eyes  and  takes  \{ 
every  song.  She  recently  called  Mendel 
and  requested  a  slow  song  by  an  old  Puertt 
Rican  duo.  Mendez  played  the  song,  ara 
Castro  says  it  made  her  cry. 

"The  song  made  me  think  of  beinj 
young  and  beautiful  in  Puerto  Rico,  and  a 
all  my  boyfriends  then,"  says  Castro,  now 
74  years  old.  Castro  came  to  the  U.S.  whei 
she  was  17.  A  single  mother,  she  raised  hel 
children  while  balancing  jobs  at  a  super 
market  and  as  a  home-care  attendant.  "Tb 
music  just  does  something  to  me,"  she  says 
sighing.  "There  are  so  many  memories."  < 


SENOR  BOLERO'S  GREATEST  HITS 

"Besame  Mucho,"  Lucho  Gatica 
"Dejame  Escuchar,"  Anthony  Rios 
"Solo  Para  Ti,"  Roberto  Ledesma 
"Todo  Me  Gusta  de  Ti,"  Alberto  Beltran 
"Incontenible,"  Marco  Antonio  Muniz 

While  many  classic  boleros  have  never  been  released  on  compact  disc,  most  are  still 
around  on  secondhand  vinyl.  Senor  Bolero  likes  to  shop  at  Casa  Amadeo,  786  Prospect 
Ave.,  Bronx,  NY  10455;  (718)  328-6896,  closed  Sundays,  www.casaamadeo.com. 


Sentosa  Cove 


S       I       N       G  A 


The  world's  most  desirable  address 


Singapore's  only  integrated  oceanfront  and  marina  residential  resort 

As  the  centre  of  Singapore's  billion  dollar  development  plan,  Sentosa  Cove  has 
become  one  of  Asia's  most  coveted  integrated  marina  residential  communities. 

Following  the  immense  success  of  the  Northern  Residential  Precinct,  the  Southern 
Residential  Precinct  is  set  to  redefine  luxury  living  with  bungalow  land  parcels 
offering  unsurpassed  views  of  the  fairways,  southern  islands,  the  sea  and  beyond. 

Come,  own  a  piece  of  paradise  and  turn  that  dream  home  into  a  reality. 


Waterway  View 


Foreigners  are  eligible  to  purchase.  Terms  and  conditions  apply. 


Sentosa  Cove  Sales  and  Information  Centre  (Open  daily  from  10am  -  6pm) 
zbsite:  i  ww .sentosacove .am.sg  •  Email:  enquiry _cove@ sentosa. com. sg  •  For  enquiries  please  call:  (65)  6270  0200 


Nostalgia  by  Paul  Slansky 


Orson  Welles 
Sat  Ri_ 

Over  There 

After  87 years,  Musso  &  Frank  Grill  is  still  the 

toast  of  Hollywood — fabulous  as  it  ever  was. 


lion 


hen  the  oldest  restaurant  in  Hollywood  first 
opened  for  business,  three  months  after  World 
War  I  ended  and  four  months  before  Prohib- 
began,  it  shared  its  neighborhood  with  avocado 
oves,  eucalyptus  trees  and  even  a  gendy  flowing  stream. 
It  wasn't  long  before  all  that  nature  was  replaced  by 
e  motion  picture  industry,  which  offered  America's 
st  writers  the  opportunity  to  earn  the  kind  of  money 
ey  could  never  make  by  merely  writing  brilliant 
oks.  Longtime  Angelenos  like  John  Fante,  Raymond 
handler  and  Budd  Schulberg  were  joined  by  newcom- 
such  as  William  Faulkner,  F.  Scott  Fitzgerald  and 
)hn  O'Hara,  and  their  mutual  attraction  to  this  restau- 
int  turned  it  into  a  kind  of  West  Coast  Algonquin, 
)mplete  with  Dorothy  Parker,  who  traded  in  New 
ork's  round  table  for  the  long,  elegant  bar  and  high- 
icked  red  leather  mahogany  booths  of  the  Musso  8c 
rank  Grill. 

Eighty-seven  years  after  it  opened,  Musso's,  as  it  is 
immonly  known,  is  not  only  at  this  original  location  but 
still  providing  today's  customers  with  the  same  dining 
:perience — from  the  unchanged  decor  to  the  virtually 
entical  (but  for  the  prices)  menu — enjoyed  six  or  seven 
:cades  ago  by  the  likes  of  Humphrey  Bogart,  Joan 
rawford  and  Charlie  Chaplin  (and  enjoyed  currently 
y,  among  others,  Johnny  Depp  and  Keith  Richards, 
)th  reportedly  excellent  tippers). 
Though  its  front  entrance  sits  on  a  stretch  of 
ollywood  Boulevard  that  has  yet  to  enjoy  the  renais- 
nce  provided  a  few  blocks  west  by  the  Kodak  Theatre 
•mplex,  the  seediness  of  the  street  is  irrelevant,  since 
lost  customers  enter  through  the  rear  door  oft  the  no- 


has  outlived  generations  of 
its  movie-star  customers. 
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Hearty  fare  since  1919 

valet  parking  lot,  walking  down  a  flight  of 
stairs  and  past  the  kitchen  (presided  over 
by  chef  Michel  Bourger,  who  took  over  in 
1976  from  his  predecessor,  Jean  Leon 
Rue,  himself  there  since  1922),  past  the 
bathrooms  and  the  wooden  phone  booths 
(with  folding  doors!)  and  into  the  high- 
ceilinged,  sconce-lit,  wood-paneled  front 
room  with  the  fading  English  hunt  wall- 
paper, where  they  walk  down  narrow 
aisles,  past  diners  in  cozy  booths  or  ban- 
quettes or  at  the  very  long  counter,  to  the 
maitre  d'  at  the  front,  who  either  seats 
them  in  this  dark  room  or  in  the  larger, 
brighter  room  next  door  that  also  houses 
the  classic  bar  where  the  best  martinis  in 
L.A.,  or  maybe  anywhere,  are  served. 

Early  on  a  Tuesday  evening  in 
late  August,  that  bar  is  already 
crowded.  "We  used  to  have  John 
Huston,  David  Carradine,  we 
used  to  have  all  those  guys  every  night," 
says  Ruben  Rueda,  the  bartender  here  for 
the  past  38  years.  "One  of  the  weirdest  guys 
I  ever  saw  was  Orson  Welles.  He  never 
talked  to  nobody.  He  would  look  at  him- 
self in  the  mirror  all  the  time.  I  saw  once 
he  talked  to  Charlton  Heston,  but  that 
was  the  only  one  I  saw." 

"I've  been  coming  here  since  1970," 
says  82-year-old  Roy  Kohn.  He  and  his 
wife,  Gloria,  63,  live  in  Rancho  Mirage 
but  whenever  they  make  the  hun- 


"Beautiful,"  Gloria  says  emphatically 
"Huge." 

"I  was  sitting  here  one  afternoon,"  Roj 
says,  "and  at  the  very  time  they  were  get 
ting  divorced,  Sean  Penn  was  sitting  a' 
the  Ralph  Edwards  table,  and  she  was  sit 
ting  on  the  other  side  of  the  room." 

"Madonna,"  Gloria  says. 

"I've  seen  many  artists  here  over  th< 
years,"  Roy  says.  "One  night  Mary  Har 
was  sitting  at  that  table  over  there." 

"And  George  Hamilton  right  ovei 
there,"  adds  Gloria. 

"And  on  the  phone  over  there  wai 
what's-her-name,  Jamie  Curtis — " 

"We  heard  the  whole  conversation." 

"That's  what  happens  at  this  restau 
rant,"  says  Roy. 

"Dom  DeLuise  was  here,"  Gloria  says 
lost  in  the  memory  of  that  star-studdec 
evening.  "We've  been  all  over  the  world 


dred-mile  drive  into  LA.  to  see  their  doc- 
tors, they  always  have  dinner  at  Musso's. 
They  had  their  wedding  reception  20  years 
ago  "at  that  table  right  over  there,"  Roy 
says,  "which  was  where  what's-his-name 
that  just  died  the  other  day  always  sat." 

"The  guy  that  did  This  Is  Your  Life" 
Gloria  says.  "Ralph  Edwards." 

"Ralph  Edwards,"  Roy  agrees.  "In  fact, 
Ralph  Edwards  every  Christmas  sent 
poinsettias,  the  most  beautiful  bouquet 
you've  ever  seen." 


to  a  certain  point,  and  nothing  is  quite  liki 
this  place." 

"The  menu,"  says  Roy.  "The  menu  i 
unbelievable." 

"The  waiters,"  Gloria  chimes  in,  "thi 
attention  they  give  you,  it's  phenomenal 
And  the  bar.  When  people  come  to  thi 
bar,  they  merge.  No  matter  what  genera 
tion,  10,  20,  30,  40  years  apart,  they  wine 
up  talking  to  each  other." 

Instantly  confirming  this,  a  gentlemat 
decades  her  junior  joins  in.  "Sand  dabs, 
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says  Stephan  Bataillard  of  fillets  of  Pacific 
flounder  sauteed  in  butter  that  Musso's  is 
famous  for.  "Who  else  has  sand  dabs  on 
the  menu?" 

Roy  puts  it  all  in  perspective.  "It  is,"  he 
says  firmly,  "the  best  restaurant  in  the 
whole  world." 


M 


y  wife  Liz  and  I  had  our 
first  meal  together  at  Musso's, 
two  weeks  after  the  1994 
Northridge  earthquake  (and 
the  day  after  the  first  Lyle  Menendez 
jury  hung).  When  a  friend  out  from  New 
York  wanted  to  introduce  us,  we  both 
suggested  dinner  at  Musso's — mutual 
appreciation  of  the  place  was  one  of  our 
earliest  bonds.  Despite  our  limited  bud- 
gets, we  dined  there  frequently  thereafter, 
having  figured  out  how  to  afford  it:  Skip 
the  alcohol  and  appetizers,  fill  up  on  bread 
and  order  a  hot  chicken,  turkey  or  lamb 
sandwich  with  a  large  scoop  of  perfect 
mashed  potatoes. 

On  this  night,  we  are  less  frugal.  We 
drink  our  martinis  and  spend  several  de- 


lightful minutes  eating  thick  slices  of  tangy 
sourdough  and  deciding  among  more  than 
200  items  on  the  voluminous  a  la  carte 
menu,  which  includes  19  fish  and  seafood 
dishes,  14  different  steaks  and  chops  and 
nearly  70  other  miscellaneous  entrees.  Liz 
goes  with  the  avocado  cocktail,  roasted 


lamb  with  mint  jelly  and  mashed  potatoesi 
I  settle  on  the  lettuce  and  tomato  salad 
the  milk-fed  veal  cutlet  (sorry,  PETA) 
mashed  potatoes  and  peas. 

The  service,  as  always,  is  flawless 
The  red-jacketed,  black-bow-tied,  white- 
shirted,  black-trousered  waiters  aren' 


A  stay  at  HafLFJes  has  always  been 
something  to  write  home  ahout. 


(Rtgn.  JVo..  S2918803A) 


They  came  from  all  over,  by  steamship,  by  horse-drawn 
carriages  and  in  time,  by  air.  Royalty,  celebrity  and  the 
talented  descended  upon  Raffles  Hotel.  No  effort  was' 
spared  to  ensure  their  comfort  and  pleasure.  little  wonder 
then,  that  residents  not  only  left  with  fond  memories  of 
their  stay,  but  immortalised  the  hotel  in  their  writing. 
Stroll  along  our  corridors  today  and  you  may  notice  some 
of  their  names  on  the  doors.  A  collection  of  Personality 
Suites  pay  homage  to  renowned  visitors  such  as  Somerset 
Maugham.  Noel  Coward.  Rudyard  Kipling  and  James 
Michener;  each  luxuriously  appointed  to  reflect  the 
distinct  character  of  its  illustrious  resident.  Indeed,  you 
may  find  them  worth  writing  home  about  too. 


Experience  the  Legend.  1  Beach  Road,  Singapore  189673  Tel:  (65)  6337-1886  Fax:  165;  6339-7650  Website:  wiw.rafIleshoiel.com  e-maU:  raflk-s(a  rafiles.com 


Now  Continental  Airlines  flies  Non-Stop  Weekly,  from 
Newark.  American  Airlines  flies  daily  from  Miami. 


Discover  our  Culture,  Cuisine  &  Heritage  Experience: 
Auaust  1 5  -  November  1 5,  2006  ww.w.curacaoculture-.com 


/ould-be  actors  waiting  for  their  big  merit  of  being  back  in  our  favorite  restau- 
break.  These  men  take  pride  in  what  they  rant.  Order  reasonably  and  expect  to  pay 
lo.  They  are  consummate  professionals  considerably  less.  The  last  quarter-century 
|nd,  as  such,  they  are  sublimely  unob-     has  seen  the  demise  of  dozens  of  classic 

isive,  feeling  no  need  to 
>urden  us  with  the  knowl- 
dge  of  their  first  names. 

With  coffee  and  dessert 
unmemorable  bread-and- 
butter  pudding,  but  then 
sweets  are  not  what  one 
pmes  to  Musso's  for),  the 
j till  with  tip  comes  to  $155, 
»lus  a  $20  bar  tab.  Not  in- 
xpensive,  but  it  was  obvious  from  how 
Ituffed  we  felt  as  we  walked  to  the  car  that 
\ved  gotten  carried  away  with  the  excite- 


industry  lunch  spot  and  pretheater  even- 
ing destination,  its  history  imbues  it  with 
a  kind  of  meta-coolness  that  transcends 
the  ephemeral  hipness  of  whatever  the 


The  service  is  flawless.  Red-jacketed,  bow-tied, 
white-shirted,  black-trousered  waiters  aren't 
would-be  actors  waiting  for  their  big 
break.  These  men  take  pride  in  what  they  do. 


L.A.  eateries,  among  them  Chasen's,  the 
Brown  Derby,  Scandia,  Schwab's  drug- 
store, the  Nickodell  and  all  three  Ship's 
coffee  shops  (with  their  toasters 
at  every  table).  The  links  to  old 
Hollywood  are  slowly  fading  away, 
and  fans  of  Musso's  can  be  ex- 
cused for  living  in  dread  of  the  day 
they  hear  that  it  has  met  with 
a  similar  fate.  "Every  year  I  keep 
thinking,  'It's  over,  it's  going  to 
close,'"  says  Stephan  Bataillard. 
Still,  Musso's  remains  a  favorite 


hot  restaurant  of  the  moment  happens  to 
be,  and  the  crowd  at  the  bar  and  dearth  of 
empty  booths  on  this  Tuesday  night — a 
night  when  there's  not  even  a  show  at  the 
Pantages  Theatre  down  the  street — should 
calm  those  devotees  who,  come  2019, 
hope  to  celebrate  the  Musso  and  Frank 
Grill's  centennial. 

Bataillard  sums  it  up:  "I  feel  safe  here."  • 

Musso  &  Frank  Grill,  6667  Hollywood  Blvd.; 
(323)  46 7-7788  or  (323)  46 7-5123.  Open 
11a.m.  to  11  p.m.;  closed  Sunday  and  Monday. 
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Security  Council  by  Stephanie  Cooperman 


Accidental 

Tourists 


Ever  wonder  if  it's  worth  springing  for 

travelers  insurance?  You  bet  it  is. 


he  last  thing  Steven  Ziebell  remembers  about  his 
trip  to  Mount  Kilimanjaro  in  February  is  a  feel- 
ing of  helplessness — a  brief  jolt  of  shock  and  then 
)thing.  He  has  other  recollections — the  summit  above 
|e  clouds,  a  wooden  welcome  sign  plastered  with  travel 
ackers  from  past  trekkers,  his  tour  guide's  voice  telling 
Im  to  continue  down  the  path — but  they  are  over- 
ladowed  by  that  brief  second  when  everything  went 
rribly  wrong. 

After  eight  days  trudging  through  volcanic  ash  and 
l^er  treacherous  trails,  Ziebell,  53,  a  pharmacist  from 
prt  Washington,  Wisconsin,  was  beginning  his  descent 
pen  he  slipped  on  a  patch  of  black  ice  and  fell  more 
lan  20  feet,  landing  headfirst  on  a  rocky  ledge.  When  a 
scue  team  finally  reached  him  hours  later,  Ziebell  was 
iconscious,  his  right  eye  socket  shattered.  It  took  them 
hours  to  carry  him  down  the  mountain  on  a  makeshift 
"etcher,  which  collapsed  twice.  When  Ziebell  arrived 
the  mountain's  base,  doctors  attempted  to  give  him  a 
sperately  needed  CT  scan,  but  the  electricity  kept  cut- 
g  out.  They  weren't  optimistic.  When  a  climber  comes 
their  hospital  it  is  usually  too  late:  It's  rare  that  a 
limanjaro  victim  will  live  to  tell  about  it. 
As  travel  horror  stories  go,  Ziebell's  is  the  worst-case 
enario — a  life-and-death  situation  far  from  home 
thout  the  time  to  weigh  options.  Beyond  the  reach 
in-network  doctors,  platinum  credit  card  concierge 
Irvices  and  even  American  banks,  travelers  can  feel 
fclpless.  But  a  growing  number  of  people  are  finding 


salvation  in  stand-alone  international  med-  were  purchased  for  their  medical  benefits, 
ical  insurance.  Policies  come  with  extra-  Whether  spurred  by  the  fear  of  natural 
ordinary  benefits:  chartered  emergency  disaster,  terrorism  or  simply  that  one's  ap- 
planes,  paid-for  foreign  hospital  stays,  pendix  might  burst  while  on  safari,  more 
databases  of  English-speaking  physicians.  Americans  are  opting  for  an  extra  safety 
Since  September  11, 
2001,  demand  has 
grown  dramatically. 

"Ten  percent  of 
travelers  bought  in- 
surance before  9/11. 
Now  that  number  is 
30  percent,"  said  Jon 
Ansell,  the  president 
of  the  U.S.  Travel  Insurance  Association, 
an  organization  whose  members  write  more 
than  90  percent  of  the  travel  policies  pur- 
chased today.  Most  insurance  companies 
report  at  least  double-digit  annual  sales  in- 
creases since  2001,  though  there  are  no  spe- 
cific statistics  on  how  many  of  those  policies 


he  underwent  three  surgeries  and  a  com 
plex  eye  reconstruction  using  titaniur 
mesh  and  part  of  his  rib.  Two  weeks  late: 
when  it  was  time  to  fly  home,  HTH  ar 
ranged  the  16-hour  flight  for  both  Ziebe 


Within  48  hours,  Bartlett  was  on  board 
a  medical  plane  and  making  his  way  froi 
Italy  to  Ball  Memorial  Hospital  in  Muncie. 

"I  call  that  a  rescue  mission,"  he  said. 


blanket.  Just  six  weeks  before  he  left  for 
Africa,  Ziebell  bought  insurance  from 
HTH  Worldwide — a  company  that  has 
seen  sales  of  its  policies  more  than  double 
annually  since  2001.  It  paid  for  a  medical 
plane  to  take  him  from  Tanzania  to  a 
larger  hospital  in  Nairobi,  Kenya,  where 


BY  THE  NUMBERS 


>As  travel  medical 
insurance  and 
membership 
programs  become 
as  popular  as  e-tickets, 
customers  have  more 
choices  than  ever. 

Most  plans  cover  patient 
transport  worldwide,  though 
there  can  be  restrictions. 
September  11  increased  the 
demand  for  such  coverage, 
but  some  companies  won't 
send  medical  planes  into 
war  zones. 

Generally,  insurance 
policies  are  priced  based 
on  client  age  and  length  or 
cost  of  trip.  Not  all  cover 
preexisting  conditions. 
(Travelers  should  also  check 
to  see  if  their  domestic 
health-care  plan  covers  any 
overseas  expenses.)  Most 
insurers  offer  a  variety  of 
plan  options.  A  sampling 
of  the  most  inclusive: 

INSURERS 

HTH  WORLDWIDE 

Individuals  can  buy 
policies  for  single  trips  or 
for  one  year.  TripProtector 


Preferred  plan  covers 
$250,000  for  medical 
expenses  and  $1  million 
for  evacuation,  www.hth 
tra  velinsurance.  com. 

M.H.  ROSS 

The  Global  Alert!  Enhanced 
plan  covers  up  to  $100,000 
in  medical  expenses  and 
$1  million  for  evacuation 
and  repatriation. 
www.  tripinsurance.  com. 

MULTINATIONAL 
UNDERWRITERS 
The  Atlas  series  offers 
coverage  (up  to  $1  million) 
for  a  trip  of  five  days  to 
one  year.  Deductibles 
range  from  $0  to  $2,500. 
www.mnui.com. 

ON  CALL 
INTERNATIONAL 
"Life  and  death  decisions 
are  made  on  vacation," 
said  Michael  Kelly, 
the  president  of  On  Call 
International.  "That's 
where  we  come  in." 
Policies  for  up  to  $1 
million  in  expenses,  www. 
oncallinternational.com. 


TRAVEL  GUARD 
INTERNATIONAL 
My  Travel  Guard  plan 
offers  up  to  $50,000  in 
medical  expenses  and 
$1  million  in  emergency 
medical  transportation. 
www.  travelguard.  com. 

Visit  www.insuremytrip.com 
to  compare  quotes  from 
16  companies  offering  more 
than  100  policies. 

MEMBERSHIP 
PROGRAM 

MEDJET  ASSIST 
Annual  fees  are  $205  for 
individuals,  $325  for  family 
up  to  age  75.  Diamond  plan 
for  ages  75  to  85  costs 
$365.  Patients  can  only  be 
evacuated  from  hospitals 
more  than  150  miles  from 
their  primary  residence.  A 
$50,000  cash  advance  is 
available.  Customers  are 
limited  to  two  evacuations  a 
year.  "More  than  that  and 
you  probably  shouldn't  be 
traveling,"  joked  Roy  Berger, 
MedjetAssist's  president. 
www.  medjetassist.  com. 


and  his  brother,  who  had  met  him  ij 
Africa,  and  kept  his  mother  apprised 
his  progress  every  step  of  the  way. 

"It  you  don't  believe  in  miracles..; 
It's  just  that.  A  miracle,"  Ziebell  said.  "If 
such  a  relief  when  you're  hurt  to  knoM 
everything  is  taken  care  of." 

Travelers  can  purchase  HTH  World! 
wide  insurance  in  a  single-trip  or  multitri] 
package,  covering,  like  most  policies,  up  t| 
$1  million  in  evacuation  expenses.  Ziebell 
cost  $89.  The  company  has  also  compile! 
a  database  of  notable  hospitals  and  4,401 
American-trained  doctors  in  178  countries 

"As  you  can  imagine,  Rwanda  proba| 
bly  doesn't  have  a  pulmonologist  for  yon 
but  we  can  get  you  a  great  one  in  Cairo,] 
said  Mike  Hartung,  HTH's  chief  of  prodl 
uct  development. 

Most  insurers  operate  24/7  call  centeij 
ready  to  help  frantic  family  members  del 
termine  whether  a  patient  is  receiving  ad 
equate  care  or  should  be  moved  elsewhere 
At  On  Call  International's  headquarter 
in  New  Hampshire,  nurses  assess  the  trav 
eler's  condition  and  relay  the  informatioi 
to  one  of  five  contracted  doctors.  On  ai 
average  day  they  help  coordinate  care  fa 
more  than  100  patients.  (On  Call  cover] 
seven  million  people,  including  most  majo 
cruise  and  tour-group  travelers  as  well  ai 
individuals.)  MultiNational  Underwriter 
and  Travel  Guard  International  share  thi 
sam'e  chief  medical  consultant,  an  attend! 
ing  doctor  at  St.  Michael's  Hospital  h 
Stevens  Point,  Wisconsin.  A  member  o 
the  medical  assistance  unit  arranges  trav 
elers'  health  care  for  everything  from  cutl 
and  bruises  to  heart  attacks  and  strokes  a. 
he  stands  by  on  call. 

The  voice  on  the  other  end  of  the  lirn 
can  also  bridge  a  frustrating  language 


ore  exist 


The  Setai  began  by  bringing  the  far  East  to  South  5each.  Now  it  is  here  -  in  downtown  Manhattan  - 
just  steps  from  Wall  Street.  Exotic.  Exquisite.  Entirely  extraordinary. 
The  Setai  New  York.  The  world's  most  privileged  condominium,  club  and  spa  experience. 

Studios,  One  &  Two  5edroom  Residences,  and  Penthouses.  1)2.^68.8880  SetaiNY.com 
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Experience  Setai  at  TO  broad  Street 


ilarketing  &  Exclusive  Sales  Agent:  The  Marketing  Directors,  trie 

tiis  advertisement  is  not  an  ottenng.  No  ottering  can  be  made  until  an  offering  plan  is  tiled  with  the  Office  ot  the  Attorney  General  of  the  State  of  New  York.  This  advertisement  is  made  pursuant  to  Cooperative  Poiicy  Statement  No.  1  issued  by  the  Ne 


York  State  Attorney  General.  File  No.  CP-06-0005.  The  Setai  Condominuim  Residences  at  40  Broad  Street. 

the  achievement  of  equal  housing  opportunity  throughout  the  Nation.  We  encourage  and  sup 

because  of  race,  color,  religion,  s 


'e  are  pledged  to  the  letter  and  spirit  ot  U  S.  policy  for 
re  are  no  barriers  to  obtaining  housing 


barrier.  While  on  a  Mediterranean  cruise 
in  January  2005,  Michelle  King,  a  48-year- 
old  nurse  from  Pittsburgh,  Pennsylvania, 
suffered  a  hernia-related  bowel  obstruc- 
tion, a  critical  condition.  The  crew  took  her 
to  a  clinic  on  the  Greek  island  of  Mykonos. 
King  could  only  communicate  with  doc- 
tors using  basic  hand  gestures  since  she 
spoke  no  Greek  and  they  knew  no  English. 
Enter  Travel  Guard  International's  Carlos 
Hernandez,  a  medical  coordinator  based 
in  Wisconsin  and  fluent  in  Greek.  Via 
telephone,  he  arranged  her  transfer  to  a 
hospital  in  Athens,  served  as  the  liaison 
between  the  doctors  and  her  panicked 
husband,  and  made  sure  her  bills — written 
in  Greek — were  paid.  "Carlos  was  the  only 
salvation  I  had,"  King  said. 


Insurers  have  contracts  with  hundreds 
of  ambulance  and  private  jet  companies 
worldwide  that  can  transport  patients 
quickly.  But  many  policies  require  travelers 
be  taken  to  the  nearest  qualified  medical 
facility.  MedjetAssist — a  membership  pro- 
gram— specializes  in  medical  evacuation 
and  repatriation,  offering  its  customers  a 
choice  of  final  destination. 

For  Gary  Bartlett  that  meant  home  to 
Muncie,  Indiana.  He  was  driving  his  1957 
Jaguar  XKSS  during  last  year's  Mille 
Miglia — the  thousand-mile  rally  from 
Brescia  to  Rome  and  back  again — when  a 
collision  with  a  local  driver  sent  Bartlett 
sailing  off  the  road  and  into  a  ravine.  At 
a  hospital  in  Florence,  the  57-year-old 
private  investor  was  treated  for  a  broken 


back.  The  problem  was,  his  back  wasn 
broken.  "They  missed  my  fractured  rib 
and  sternum,"  he  said.  "Never  mind  tha( 
my  lungs  were  filling  up  with  fluid.  I 
short,  they  were  killing  me." 

His  wife  back  home  contacted  Medjet 
Assist.  Within  48  hours,  Bartlett  was  oi 
board  a  medical  plane  and  making  his  wa 
from  Italy  to  Ball  Memorial  Hospital  ii 
Muncie.  "I  call  that  a  rescue  mission,'  h 
said.  "My  wife  and  I  always  said  if  somei 
thing  happened  to  me,  she  would  chartei 
a  jet,  but  that  would  have  cost  us  betweel 
$75,000  and  $100,000."  Bartlett's  annua 
fee  for  a  family  MedjetAssist  member 
ship  was  $325. 

Having  travel  medical  and  evacuatioi 
insurance  can  open  locked  doors — literally 
Allan  Karl,  46,  broke  his  leg  in  a  motor 
cycle  accident  in  the  Andes  mountains 
MedjetAssist  arranged  for  the  nearby  an( 
little-used  airport  in  Potosi,  Bolivia,  to  b« 
opened  so  it  could  fly  in  a  plane  to  transpor 
Karl  out  of  the  region.  The  airport's  sol! 
employee  served  as  air  traffic  controller  aj 
the  plane  landed  and  unlocked  the  gate  fo: 
Karl's  ambulance  when  it  arrived. 

"The  hospital  staff  kept  saying,  'You'r< 
very  special,  huh?'"  Karl  said.  Medjet- 
Assist sent  a  medic  to  meet  him  in  Santa 
Cruz,  Bolivia,  where  he  was  transferrec 
to  a  commercial  flight  back  home  to  Los 
Angeles.  "He  checked  my  vitals  every  foui 
hours  and  lugged  all  my  bags.  I  had  packec 
for  a  two-year  trip.  That's  no  small  feat." 

The  growth  of  the  medical  and  evacu-j 
ation  sector  within  the  more  than  $l-bil- 
lion-a-year  travel  insurance  industry  shows 
no  signs  of  slowing  down.  As  travel  be^ 
comes  limitless,  so  too  does  the  possibility, 
of  travel  disaster.  MedjetAssist's  president, 
Roy  Berger,  wants  people  to  be  aware  of 
their  risk. 

"Our  biggest  competition  is  percep- 
tion— the  people  who  think  'it's  never 
going  to  happen  to  me,'"  Berger  said. 

Just  ask  Andrew  Sedlak,  21.  He  was  on 
safari  in  Namibia  last  year  when  he  broke 
his  leg  and  shattered  his  ankle  in  a  car 
wreck.  He  got  home  to  South  Orange, 
New  Jersey,  thanks  to  travel  benefits 
linked  to  his  father's  health  insurance.  But 
first  he  was  taken  to  a  local  hospital.  "The 
nurses  told  me  to  have  faith  in  God — that 
he'd  take  care  of  it.  I'd  rather  have  faith  in 
the  doctor  to  take  care  of  it  right  now."  • 
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HOW  THE  OTHER  HALF  LIVES  LARGE 

For  the  ultimate  in  xpenence  Half  Moon's  Royal 

friends,  family,  or  colleagues. 
The  villas  provide  the  unique  attention  of  a  private  s 
trained  in  the  art  of  delivering  impeccable  service,  combined 
imenities  of  a  world-class  Carib 


Half  Moon 


ROSE  HALL,  JAMAICA 

On-Site  Call  Centre:  1-877-HALF-MOON  •  www.halfmoon.com 
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72  HOLES  TO  VICTORY. 
2664  TO  GLORY. 
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Special  Advertising  Section 


e  dxation  Redefined 


By  Noelle  Lee 

rom  the  moment  you  see,  beyond  the  plane's  wing,  Hawai'i's  jade  green  mountains  rise  up 
against  a  vast,  azure  sea,  you  know  there's  something  different  about  the  place.  "There  they 
lie,"  Mark  Twain  wrote  over  a  century  ago,  "the  divine  islands,  forever  shining  in  the  sun, 
forever  smiling  out  on  the  sparkling  sea." 
Landing  in  Hawai'i  has  always  been  thrilling:  the  islands'  isolation  and  ever-balmy  trades  promise  a 
ell-deserved  haven  of  rest  and  relaxation  from  the  workaday  world,  along  with  enough  sand,  surf, 
If  and  spa  activities  to  send  even  the  most  dedicated  R&R-seekers  into  a  state  of  bliss.  But  what 
ts  Hawai'i  apart  from  other  sun-and-sea  destinations  is  the  sheer  diversity  of  experience  to  be 
und  among  these  "Islands  of  Aloha." 
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PrinceResortsHawaii.com  •  I-866-PRINGE-6 

Mauna  Kea  Beach  Hotel  •  Hapuna  Beach  Prince  Hotel  •  Maui  Prince  Hotel  •  Hawaii  Prince  Hotei  Waikiki 
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Perpetually  green  and  beautiful 

Where  else  can  travelers  enjoy  a  once-in-a-lifetime  sunrise  from  a  12,000 
foot  mountain  in  the  morning  —  Maui's  Hale'akala  translates  to  "House  of  th 
Sun,"  and  a  bike  ride  is  the  best  way  to  get  down  (www.mauibiketours.coo 
is  a  good  choice)  —  and  be  sailing  the  Hawaiian  Islands  National  Marin 
Sanctuary  in  search  of  winter-migrating  whales  by  afternoon? 

Head  to  Moloka'i  for  deep  green  valleys  and  deserted  beaches,  Lana'i  fo 
hidden  beach  coves  and  deep-sea  diving  adventures.  The  Big  Island  sparkle 
with  the  shimmer  of  its  active  volcano,  Kilauea  (try  a  helicopter  ride  ove 
the  flow  for  a  spectacular  view),  while  on  O'ahu  the  turquoise  waters  am 
picturesque  islets  of  the  island's  windward  coast  will  delight  snorkelers  am 
sightseers  alike.  To  take  full  advantage  of  all  the  activities  Hawai'i  has  to  offei 
stay  at  one  of  the  islands'  four  Prince  Resorts:  boldly  architectural  Hawai 
Prince  Hotel  in  Waikiki;  the  Big  Island's  classic  Mauna  Kea  Beach  Resort,  a 
well  as  its  luxurious  neighbor  Hapuna  Beach  Prince  Hotel;  or  the  Maui  Princ 
Hotel  at  tranquil  Makena  Beach 

But  if  the  ageless  beckoning  of  cool  mountains,  dusky  palm  groves  and  white 
sand  beaches  calls,  head  to  the  Garden  Island  of  Kaua'i,  where  a  few  days'  res 
equals  a  lifetime  of  new  experiences.  From  the  West  Side's  painted  gorge  a 
Waimea  Canyon  to  Maha'ulepu's  cliffs  and  tide  pools,  every  bend  in  the  roaj 
on  this  island  brings  new  delights.  A  rugged  tandem  kayak  adventure  dow 
the  sheer  folding  cliffs  and  sea  caves  of  the  Napali  Coast  is  perfect  for  activ 
travelers,  while  a  lazy  paddle  down  verdant  Wailua  River,  as  the  ancient  kin 
and  queens  used  to  do,  is  just  right  for  voyagers  young  and  old 

It's  here,  along  the  banks  of  this  famous  river  —  the  largest  in  all  Hawai 
and  the  traditional  home  of  Kaua'i's  royalty,  or  ali'i  —  that  the  classic  Coc 
Palms  Resort  &  Spa  calls  home.  For  almost  40  years,  this  legendary  retred 
has  welcomed  guests  from  near  and  far  (Elvis's  Blue  Hawaii  was  filmed  here 
and  soon  its  glamour  will  again  come  to  life  through  a  full  renovatio) 
and  reopening,  complete  with  a  spa,  fitness  complex,  two  natural  freej 
form  pools,  restaurants, 
traditional  luau  grounds 
and  meetings  facilities,  as 
well  as  200  luxury  resi- 
dences boasting  exclusive 
vistas  of  the  property's 
extensive  lagoons,  his- 
toric coconut  groves, 
sandy  Wailua  Beach  and 
the  blue  Pacific  beyond. 


ue 


Iream  of  a  Polynesian  paradise  is  one  of  the  enduring  myths  of  the  world.  It  is  a  dream 
)out  to  be  reborn  at  the  legendary  Coco  Palms.  A  limited  number  of  luxury  residences 
ithin  the  35  acre  resort  are  being  designed  to  blend  the  natural  tranquility  of  the  grounds 
ith  the  necessities  of  a  contemporary  Polynesian  lifestyle.  May  all  your  fantasies  come  true. 

18  321-2626  COCOPALMS.COM/FL 

(information  contained  herein  is  illustrative  only  and  is  subject  to  change  without  notice.  It  is  not  intended  to  be  and  does  not  constitute  an  offer  or  solicitation  to  sell.  It  shall  not  be  used  in  any  state  where 
bhibited  by  low  or  where  registration  requirements  have  not  been  met.  Oceanfront  Really  International  Inc.,  Coco  Palms  Hospitality  Center,  P.O.  Box  458,  Kapa'a,  Hawai'i  96746,  Coco  Palms  Ventures,  LLC 
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Afra  grant,  blooming  paradise 


For  any  visitor  to  Hawai'i,  the  experience  is 
undoubtedly  a  multisensory  one.  From  the  perfume 
of  the  lei  received  at  the  airport  to  the  omnipresent 
tang  of  the  sea,  some  new  fragrance  always  tempts 
the  sense  of  smell. 

Lest  one's  taste  buds  be  forgotten,  the  aroma  of 
fresh  ahi  on  the  grill  reminds  you.  Situated  midway 
across  a  vast  ocean,  and  with  over  a  million  acres 
dedicated  to  farms,  ranches  and  aquaculture,  the 
Hawaiian  Islands  are  home  to  all  that  is  delicious 
about  Asian,  Pacific  Rim,  and  European-inspired 
cuisine.  Using  locally  grown,  organic  ingredients 
and  favorite  island  recipes,  Hawaii's  culinary  scene 
is  alive  and  waiting  to  be  explored.  From  attending 
seasonal  food  festivals  like  Taste  of  Wailea  on  Maui 
and  the  Kona  Coffee  Cultural  Festival  on  Hawai'i's 
Big  Island  (www.konacoffeefest.com)  to  discover- 
ing your  own  favorite  hideaway  among  the  islands' 

eclectic  array  of  ethnic  and  traditional  delights,  Hawai'i  is  a  foodie's  paradise.  But 
you  don't  have  to  be  a  gourmet  to  appreciate  its  bounty. 

Whether  it's  a  lu'au  for  a  hundred  or  a  romantic  dinner  for  two  you're  looking  for, 
you're  sure  to  find  that  idyllic  spot.  At  Zagat-rated  Roy's  —  birthplace  of  the  origi- 
nal "Hawaiian  Fusion"  culinary  style  —  a  bottle  of  wine  and  Chef  Roy  Yamaguchi's 
"tantalizing"  dishes  will  set  the  mood  for  whatever  Hawaiian  adventures  await.  Does 
Hawaiian-style  misoyaki  butterfish  in  a  sizzling  soy  vinaigrette  sound  tempting?  How 
about  warm  Maui  onion  and  Kula  tomato  salad  with  balsamic  pancetta  dressing? 
Kiawe-grilled  filet  mignon  or  basil-seared  ono}  It's  your  choice.  With  six  restaurants 
on  O'ahu,  Kaua'i,  Maui  and  Hawai'i's  Big  Island  (as  well  as  several  in  the  continen- 
tal U.S.),  sampling  the  delicacies  of  this  forerunner  in  "modern  East- West  cooking" 
is  always  easy  and  enjoyable. 


ATLANTA  AUSTIN    BALTIMORE    BONITA  SPRINGS   CHICAGO   DALLAS  JACKSONVILLE  BEACH   LA  (OLLA 
LAS  VEGAS   LOi  ANGELES   NAPLES   NEWPORT  BEACH   ORLANDO   PHILADELPHIA   PHOENIX  RANCHO  MIRAGE 
SAN  FRANCISCO  TAMPA  WOODLAND  HILLS   |    HAWAII  (BIG  ISLAND)   KAUAI    MAUI  OAHU 

ROYSRESTAURANT.COM 


Advertisement  6 


Remote  from  the  workaday  world 


In  the  islands,  the  sweet-sad  jangle  of  a  ki  ho'alu  (slack  key)  guitar  or  the  lilting  cadenc 
of  a  Hawaiian  falsetto  crooner  is  never  far  away.  Whether  it's  a  historic  gathering  of  loca 
musicians  —  the  Masters  of  Hawaiian  Slack  Key  Guitar  Concert  Series  fits  the  bi 
(www.slackkey.com)  —  or  an  under-the-stars  classical  treat  (try  the  Waikiki  Shell  i 
Honolulu  for  an  elegant  evening  en  plein  air),  if  you're  the  type  who  likes  to  unwim 
melodiously,  Hawai'i  is  your  place.  Music  is  essential  to  these  islands,  and  not  a  night  goe 
by  without  a  song. 

But  if  the  sound  of  a  nine-iron  against  a  fresh  ball  (not  to  mention  the  rush  of  ocean  sur 
against  the  shore)  is  more  your  idea  of  auditory  heaven,  head  to  the  "fore,"  where  some  o 
the  world's  finest  golf  courses  await.  From  movie-worthy  Puakea  —  Kaua'i's  newest  1 
holes,  designed  by  Robin  Nelson  for  the  spot  immortalized  in  the  film  Jurassic  Park  —  t 
classics  Princeville  and  Kapalua,  to  the  ultra-exclusive  members-only  Tom  Fazio  course  a 
Kuki'o  on  the  Big  Island,  Hawaii's  courses  are  sure  to  challenge  and  inspire.  Several  publi 
courses  round  out  the  islands'  offerings,  and  a  leisurely  walk  along  the  sea  at  the  vintag 
Wailua  course  on  Kaua'i  might  just  be  your  ideal  way  to  spend  a  day. 

Hawai'i's  impressive  diversity  of  courses  hints  at  the  golf  season  to  come:  Poipu  Ba 
is  also  home  to  the  24th  PGA  Grand  Slam  of  Golf,  the  organization's  kickoff  even 
November  21-22,  2006,  where  Jim  Furyk  will  round  out  a  foursome  that  include 
Masters  champion  Phil  Mickelson,  U.S.  Open  winner  Geoff  Ogilvy  and  Tiger  Woods 
who  won  both  the  British  Open  and  the  PGA  Championship. 

November's  Grand  Slam  is  just  thi 
beginning  of  Hawai'i's  "Aloh; 
Season"  of  golf.  January  1-7,  2007 
finds  Kapalua's  Plantation  Cours 
on  Maui  buzzing  with  the  annual 
Mercedes-Benz  Championship,  whic 
leaves  just  enough  time  to  head  U 
O'ahu  January  8-14,  2007,  where  thi 
Sony  Open  will  be  played  along  th 
quiet  fairways  of  the  Wai'alae  Court 
try  Club  (2006's  purse  was  $5.1  mi| 
lion).  The  PGA  Champions  Tou 
makes  its  annual  stop  at  the  Arnold 
Palmer  course  at  Turtle  Bay  out  oi 
O'ahu's  North  Shore  January  22-28 
the  same  spot  where  Hawai'i's  owl 
phenom  Michelle  Wie  will  compete  il 
the  LPGA's  SBS  Open,  Februar 
12-17,  along  with  LPGA  champ' 
Grace  Park,  Paula  Creamer  an« 
Ldrena  Ochoa.  If  you  do  find  yoursel 
tagging  along  for  the  Aloha  Seasoi 
(volunteer  opportunities  can  be  found 
at  www.friendsofhawaii.org),  be  sun 
to  check  out  the  winter  specials  a 
ResortQuest,  with  a  range  of  hote 
and  vacation  rental  properties  oj 
Kaua'i,  O'ahu,  Hawai'i's  Big  Islanc 
and  Maui. 


A  PERFECT  PLACE  TO  STAY 
OUR  HAWAII,  YOUR  WAY 


ResortQuest  Waikiki  Beach  Tower 

ResortQuest  Hawaii  has  28  hotels  and  condominium  resorts  on  4  islands.  On  Oahu, 
experience  the  pinnacle  of  privacy  and  pampering  at  this  exclusive  all-suite 
condominium  resort  that  towers  above  the  splendid  Waikiki  coastline. 

•  Enormous  2-bedroom,  2-bath  suites  each  with  separate  living  area  and  fully- 
equipped  kitchen 

■  All  suites  feature  priceless  ocean  views  and  spacious  private  lanais 

•  Concierge  services  and  twice  daily  housekeeping  including  nightly  turndown 
'  Experience  "our  Hawaii,  your  way"  with  our  complimentary  "Aloha  Book"  filled 

with  offers  that  help  you  share  in  our  culture,  history,  cuisine  and  attractions 

Call  your  travel  specialist  or 

RQWaikikiBeachTower.com  |  866-77-HAWAI1  (774-2924) 

Ask  about  our  Best  Daily  Rate  or  Weekly  Rates 


ResortQuest. 


thru  12/21/06.  Some  restrictions  apply. 
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The  True  Isles  of  the  Blessed 

If  whale  watching,  sailing,  kayaking,  world-class  golf,  hiking  volca- 
noes, biking  down  mountains  and  all  manner  of  ocean  activities  have 
you  simply  tuckered  out,  relax.  The  Islands  of  Aloha  are  the  islands  of 
ease  as  well.  A  day  spent  watching  a  Hawaiian  sea  turtle,  or  honu, 
*  make  its  slow  way  out  of  a  placid  bay  to  bask  in  the  sun  for  hours  is 
inspirational.  So  too  are  the  laid-back  activities  offered  by  the  Big 
Island  of  Hawai'i's  classic  "barefoot  elegant"  resort,  Kona  Village, 
1  iilocated  along  the  Kohala  Coast.  With  no  televisions  or  telephones  to 
interrupt  the  hideaway's  breezy  calm,  this  South  Seas-inspired  sanctu- 
ary of  thatched  bale  and  meandering  footpaths  celebrates  "Hawai'i  as 
it  was  meant  to  be." 
Here,  relaxation  is  defined  not  by  a  clock  or  a  bedtime,  but  by  the 
pub  Darticular  sway  of  the  palm  fronds  above  you  during  an  outdoor 
lomilomi  massage,  or  how  long- it  takes  a  liquid  sun  to  sink  into  an 
amethyst  ocean,  framed  along  a  spectacular  18th  hole.  The  rhythm 
nil  of  an  impromptu  Sunday  afternoon  'ukulele  jam,  the  warbling 
eve  of  rainforest  birdsong  at  Hawai'i  Volcanoes  National  Park  or  a 
-'M  simple  walk  along  the  beach  —  these  are  expressions  of  your  tempo, 
your  desires. 

Let  Hawai'i  help  you  discover  them.  * 


WEB  DIRECTORY 

Coco  Palms  Resort 
www.cocopalms.com 

Kona  Village  Resort 
www.konavillage.com 

Prince  Resorts 

www.princeresortshawaii.com 

ResortQuest  Waikiki  Beach  Tower 
.www.rqwaikikibeachtower.com 

Roy's  Restaurant 
www.roysrestaurant.com 


THE  TIMELESS    REMEDY   FOR    MODERN    DAY  STRESS 


KonaViUaee(V) 

resortO  VII/ 


A  TY  WARNER  PROPERTY 

HAWAII    REVEALED  AT  WWW.KONAVILLAGE.COM    •    1  -800-367-5290 


In  Idle  Moments  by  Sharon  Boone 


The 
rerminal 

I    When  the  airport 
I        departures  board 
reads  FLIGHT  DELAYED, 
its  time  to  aet  creative. 


still  remember  my  first  lengthy  layover.  Punch- 
drunk  from  lack  of  sleep  and  jet  lag,  I  searched  in 
vain  for  something  to  help  pass  the  time.  My  op- 
ons  were  few:  I  could  sit  and  wait  in  the  uncomfort- 
le  molded  plastic  chair  of  my  choice,  or  shop  till  I 
opped — from  boredom — at  the  duty-free.  Times  have 
anged.  Nowadays,  a  number  of  international  hub  air- 
orts  contain  a  slew  of  interesting  diversions  from  an 
dless  terminal  layover,  provided  you  know  where  to 
ok.  Here  are  six  hubs  that  offer  a  better  way  to  work  the 
ait  for  travelers  with  a  few  hours  to  kill. 

ondon-Heathrow  (LHR) 

i  light  of  the  recent  terror  alert  that  caused  massive  de- 
ys  at  Heathrow,  it's  a  good  idea  to  arrive  with  a  plan  for 
Uing  time  if  you  suddenly  have  a  few  hours  to  spare, 
'you're  not  a  member  of  Virgin  Atlantic's  Clubhouse 
unge,  don't  count  on  finding  much  to  do  inside  the  ter- 
linal — unless  your  idea  of  a  good  time  is  shopping  in  one 
rthe  ubiquitous  Boots  chemists.  Fortunately,  the  high- 
>eed  Heathrow  Express  rail  connection  to  Paddington 
ation  makes  it  easy  to  leave  the  airport  during  a  lengthy 
yover.  Trains  depart  every  15  minutes  and  the  trip  takes 
st  20  minutes  (www.heathrowexpress.com). 

HOURS  If  you're  flying  Virgin  Upper  Class,  thank  your 
bod  fortune  and  head  directly  to  the  Clubhouse,  where 
pu  can  enjoy  the  Bumble  and  bumble  salon,  a  mini- 
owshed  spa,  Jacuzzi,  sauna,  steam  room  and  tanning 
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booths,  secure  in  the  knowledge  that,  at 
Heathrow  at  least,  it  doesn't  get  any  better 
than  this.  If  you're  not  in  the  Club  this  trip, 
console  yourself  with  lunch  at  Zen  Oriental, 
the  nouvelle  Szechuan  restaurant  in  the 
Hilton  Hotel,  adjacent  to  Terminal  4. 

6  HOURS  If  you've  got  a  bit  more  time 
between  flights,  take  the  train  into  the  city 
center,  or,  if  you'd  rather  do  your  on-the- 
fly  sightseeing  from  the  comfort  of  a  lux- 
ury car,  one  of  several  companies  can  ar- 
range to  have  a  chauffeur-driven  Mercedes 
E-  or  S-class  sedan  whisk  you  from  the  air- 
port to  the  Tate  Modern,  British  Museum 


For  those  all  about  flying,  why  not  take 
a  helicopter  tour  of  London?  Tours  can  be 
tailored  to  suit  individual  needs  and  are 
a  truly  unique  way  to  see  the  city  from 
the  air.  Elstree  Aerodrome  is  approxi- 
mately 45  minutes  from  Heathrow  by  car 
(Cabair  Helicopters,  Elstree  Aerodrome, 
Borehamwood,  Herts;  20-8953-4411; 
www.cabairhelicopters.com). 

Vancouver  International  (YVR) 

4  HOURS  Vancouver  is  often  a  halfway 
point  for  people  flying  from  the  East  Coast 
to  Asia.  If  you  want  to  have  any  chance  of 
arriving  at  your  final  destination  feeling 


The  futuristic  recliners  at  MetroNaps 

are  equipped  with  noise-reduction 
headphones  that  pipe  in  relaxing  music. 


or  the  National  Gallery  and  have  you  back 
in  time  to  make  your  connection.  Contact 
Carey  Chauffeured  Services  (20-8326- 
7600,  www.careyuk.com)  or  Guy  Salmon 
Rental  (20-8326-7320,  www.guysalmon. 
com).  If  you  prefer  pampering  to  museum- 
hopping,  book  a  rejuvenating  30-minute 
"Quick  Fix"  treatment  that  includes  a  skin 
exfoliation,  scalp  massage  and  manicure 
or  pedicure  ($142)  or  a  60-minute  "Shave 
Treatment"  that  includes  a  power  cleanse 
and  scrub,  steam  facial,  shave  and  mas- 
sage ($199)  at  the  brand-new  full-amenity 
Cowshed  spa.  It's  located  near  Notting 
Hill  Gate  station,  two  Tube  stops  away 
from  Paddington  (119  Portland  Rd., 
London;  20-7078-1944,  www.cowshed 
clarendoncross.com.) 

If  you're  feeling  peckish,  treat  yourself 
to  a  lunch  that's  a  step  above  the  food 
court.  The  latest  hot  restaurant  is  Rhodes 
Twenty  Four,  on  the  24th  floor  of  an  office 
tower  near  the  Liverpool  Street  Station. 
Go  for  award-winning  chef  Gary  Rhodes's 
clever  updates  of  classic  British  fare;  stay 
for  the  absolutely  amazing  view.  Reserva- 
tions suggested.  (Tower  42, 25  Old  Broad 
St.,  London;  011-20-7877-7703,  www. 
rhodes24.co.uk). 


vaguely  perky,  take  advantage  of  this 
stopover  to  refresh.  Catch  a  power  nap  in 
an  ergonomic  napping  pod  at  MetroNaps, 
located  near  Gate  E82.  The  futuristic 
recliners,  equipped  with  noise-reduction 
headphones  that  pipe  in  relaxing  music 
to  drift  off  to,  awaken  you  with  a  gentle 
vibration  at  whatever  time  you  set. 

If  you  prefer  your  refreshment  in  liquid 
form,  Vancouver's  duty-free  shop  Connois- 
seur specializes  in  rare  whiskeys  and 
Cognacs.  Sky-high  rollers  can  purchase  the 
world's  most  expensive  Cognac,  L'Esprit 
de  Courvoisier,  for  $5,100  a  bottle.  The 
shop  also  holds  frequent  tastings  of  whisk- 
eys, fine  wines,  cheeses  and  olive  oils. 

6  HOURS  Work  out  the  postflight  kinks 
at  the  Health  Club  at  the  Fairmont  Van- 
couver Airport,  located  within  the  airport 
itself.  The  fully  equipped  center  features 
a  whirlpool,  mechanical  lap  pool,  saunas 
and  fitness  equipment.  Day  passes  are 
available  for  non-hotel  guests. 

Stretch  out  your  legs  by  exploring  the 
Golden  Village,  Vancouver's  "new"  China- 
town in  Richmond,  located  about  a  ten- 
minute  cab  ride  from  the  airport.  Explore 
Asian  shopping  malls,  karaoke  bars  and 


the  city's  best  dim  sum  shops,  or  find  ; 
little  berween-flight  Zen  at  the  Inter- 
national Buddhist  temple  (www.buddhis 
temple,  ca). 

Geneva  (GVA) 

4  HOURS  The  rail  station  is  integrated  in 
to  the  airport,  and  trains  run  every  ter 
minutes  to  downtown  Geneva.  The  tri 
takes  a  little  more  than  six  minutes  (the 
round-trip  fare  is  15  Swiss  francs,  abou 
$10,  and  can  be  paid  by  cash  or  credit  card 
and  makes  for  a  quick  escape  from  the 
gloomy  airport.  From  the  central  station 
you  can  stroll  through  the  cobblestone 
streets  of  the  Old  Town;  wa 
up  the  157  steps  of  Cathedral 
Saint-Pierre  and  get  a  bird's-eye^ 
view  of  the  city,  relax  with  a  gooq 
book  on  a  bench  overlooking 
Lake  Geneva,  framed  by  the  Alp( 
in  the  distance;  or  tour  Geraro 
Pere  et  Fils's  cigar  universe,  a  cigar  storel 
auction  house  and  special  storage  for  ciga) 
collectors  (www.gerard-pere-et-fils.com 

6  HOURS  Head  over  to  the  boat  platform 
on  the  lake  and  take  a  mini-cruise.  See  the 
beautiful  vineyards,  maybe  stop  in  one 
of  the  small  villages  for  lunch  and  then 
head  back  to  Geneva  by  train  or  boatl 
Or  just  eat  on  one  of  the  lunch  cruisei 
offered  during  the  summer  months.  II 
the  mood  strikes,  go  for  a  scenic  traiij 
ride  to  Lausanne,  45  minutes  each  way,  oi 
Montreux,  one  hour  each  way.  Take  in 
the  Jazz  Festival  in  summer  (www.mori 
treuxjazz.com)  or  the  enchanting  Christ- 
mas Market  in  December,  or  you  car 
enjoy  a  leisurely  20-minute  stroll  alon£ 
the  lake  promenade  to  the  majestic  13th- 
century  Chillon  castle. 

Frankfurt  (FRA) 

4  HOURS  Take  the  captain's  seat  in 
full-sized  flight  simulator  and  pilot  I 
Boeing  737.  After  a  technical  briefing  ir 
the  Lufthansa  terminal,  you  can  test  youi 
piloting  ability  in  the  simulated  cockpit 
After  "landing"  you  will  receive  a  photc 
memento  as  well  as  a  miniature  model  o 


!5e  !  ForbesUfe 


All  business  class  to  London  Stansted  from  just  $1499  roundtrip  including  all  taxes  and  fees 


From  New  York  JFK,  Washington  Dulles  and,  starting  November  2nd,  Las  Vegas  Widebody  aircraft 
Only  100  seats  Luxury  leather  deep-recline  spacious  seats  On-demand  digital  entertainment 
Gourmet  four-course  meals     Boutique  wine  selection     Complimentary  Arrive  &  Refresh  service 


maxjet  com 


Affordable  B 


Business  Class. 


e  includes  ill  applicable  government  taxes  and  fees.  Tickets  are  non-transferable,  but  may  be  reissued  for  a  $100  change  fee  plus  any  applicable  difference  in  fare  and  are  refundable  for  a  $!00  fee.  Seats  are 
ited  and  certain  flights  and/or  days  of  travel  may  be  unavailable  at  lowest  prices,  especially  during  busy  travel  periods.  Fares  and  schedules  are  subject  to  change  without  notice,  and  other  restrictions  may  apply. 
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the  aircraft  flown.  Altogether  the  intro- 
duction and  flight  takes  about  three  hours 
(www.protoura.com/_en). 

6  HOURS  Visitors  to  Frankfurt  Airport 
find  not  only  a  train  station  that  connects 
the  airport  with  the  city  center  in  about  25 
minutes,  but  also  to  nearby  Bad  Homburg 
and  Wiesbaden,  and  the  superfast  ICE 
trains  to  other  destina- 
tions all  over  Germany. 
Ride  directly  from  the 
airport  to  Bad  Homburg 
(40  minutes)  and  soak 
your  cares  away  in  the 
thermal  or  freshwater 
pool  at  the  Taunus  Thermal  Baths. 

Alternatively,  hire  a  limo  service  and 
take  a  40-minute  ride  south  to  nearby 
Rudesheim  am  Rhein,  in  the  wine-grow- 
ing Rheingau,  to  sample  the  region's 
famed  Riesling  wines.  During  the  win- 
ter, you  can  sample  roasted  almonds  and 
chestnuts,  the  famous  Lebkuchen  (ginger- 
bread), grilled  sausages  and  mulled  wine. 
(For  more  information,  go  to  www.ruede 
sheim.de  and  www.limouservice.de). 

Dallas/Fort  Worth  (DFW) 

4  HOURS  DFW  offers  free  hour-long  art 

tours  that  allow  for  a  more  intimate  look 
at  the  paintings,  sculptures,  floor  medal- 
lions and  terrazzo  floor  designs  that  grace 
International  Terminal  D,  including  four 
captivating  pieces  on  loan  from  Dallas's 
acclaimed  Nasher  Sculpture  Center.  Tours 
can  be  organized  by  contacting  Manuel 
Mauricio,  Art  Program  Administrator,  at 
(972)  574-9623. 

6  HOURS  A  five  -minute  taxi  ride  from 
any  terminal  takes  you  to  Bear  Creek  Golf 
Club,  where  you  can  hit  the  driving  range 
or  putting  green.  Bear  Creek  also  offers 
rental  clubs,  a  locker  room  facility,  lessons 
and  a  premier  pro  shop.  Twilight  rates  for 
the  golf  course  are  available. 

If  golf's  not  your  game,  cab  it  to  Fort 
Worth's  cultural  district,  which  showcases 
five  world-class  museums,  including  the 
Philip  Johnson-designed  Amon  Carter 


Museum,  Kimbell  Art  Museum,  the 
National  Cowgirl  Museum  and  Hall 
of  Fame  and  the  stunning  Modern  Art 
Museum,  designed  by  Japanese  architect 
Tadao  Ando. 

Or  head  east  for  a  tour  of  the  Dallas 
Arts  District,  a  19-block  neighborhood  in 
the  northeast  part  of  downtown  and  home 
to  some  of  the  city's  most  storied  build- 


Narita  near  the  temple,  open  from  5  p.m 
to  10  p.m.  A  small  towel  and  soap  are  pro 
vided;  some  toiletries  are  for  sale. 

The  fastest  way  into  Tokyo  from  th< 
airport  is  via  JR's  Narita  Express,  whicr 
takes  55  minutes  from  the  airport  to  cen 
tral  Tokyo  station.  Trains  run  every  hal 
hour  during  peak  times  and  hourly  off- 
peak.  Once  there  you're  a  mere  15-minut< 


In  the  Lufthansa  terminal  at  Frankfurt, 

take  the  captain's  seat  in  a  full-sizec 
flight  simulator  and  pilot  a  Boeing  737. 


ings,  including  the  Dallas  Museum  of 
Art,  the  Crow  Collection  of  Asian  Art, 
the  Nasher  Sculpture  Center  and  the 
Morton  H.  Meyerson  Symphony  Center. 

Tokyo-Narita  (NRT) 

Narita's  array  of  restaurants  rival  those  of 
any  airport  in  the  world — with  a  twist.  In 
addition  to  offering  everything  from  light 
meals  to  full  Japanese,  Chinese  and  West- 
ern dinners,  every  eatery  greets  travelers 
with  plastic  replicas  of  their  culinary  offer- 
ings— everything  down  to  the  cherry  on 
the  green-tea  ice  cream  parfait.  If  you  do 
decide  to  head  into  the  city,  having  travel- 
led more  than  5,500  miles  after  all,  don't 
forget  to  change  money  before  you  leave: 
Only  the  chain  stores  accept  credit  cards. 

4  HOURS  The  city  of  Narita  is  ten  minutes 
and  a  train  stop  away  from  Terminal  2  on 
the  Keisei  line  (www.keisei.co.jp/keisei/ 
tetudou/keisei_us/top.html).  Once  you 
emerge  from  the  station,  walk  through  the 
half-mile-long  Omote-sando,  an  old  shop- 
ping arcade,  to  the  Narita-san  Shinsho-ji 
Temple  (1  Narita,  Narita-shi;  81-0476- 
22-2111,  www.naritasan.or.jp),  which 
dates  back  to  940  A.D.  The  grounds  in- 
clude pagodas,  a  prayer  wheel  and  a  trad- 
itional Japanese  park  with  ponds,  water- 
falls, and  plum  and  cherry  trees. 

6  HOURS  For  night  owls,  there  is  a  trad- 
itional Japanese  public  bath  (sento)  in 


subway  ride  from  the  Mori  Tower  in  Rop- 
pongi  Hills,  home  of  the  Mori  Art  Museun  I 
(www.moriart.org/eng).  At  820  feet  abovjl 
sea  level  (dwarfing  even  Tokyo  Tower) 
the  tower  also  offers  an  incredible  360-| 
degree  view  of  the  city.  At  Tokyo  statiori  I 
take  the  Marunouchi  subway  line  td 
Kasumigaseki,  then  it's  two  stops  tc 
Roppongi  on  the  Hibiya  line. 


Paris-Charles  de  Gaulle  (CDG) 

4  HOURS  First,  go  to  Parfums-Cosme 

tiques  by  Aelia  and  pick  up  a  bottle  o 
Guerlain's  newest  fragrance,  Lights  o 
Champs-Elysees,  which  is  only  available  ai 
Paris  airports.  Next,  celebrate  your  score  a.] 
the  excellent  Les  Etoiles  restaurant  (closecj 
Saturdays  and  Sundays). 

6  HOURS  Head  for  the  RER  station  i] 
Terminal  2  and  board  the  train  to  Gare 
du  Nord.  From  there  you  can  hop  on  the 
Metro  to  the  recently  reopened  Mused 
de  I'Orangerie  in  the  Tuileries  and  admire 
Monet's  Waterlilies  (33-01-4477-8007! 
www.musee-orangerie.fr).  Sip  a  hot  choco< 
late  at  Angelina,  across  the  street  from 
the  Louvre  (226  rue  de  Rivoli;  33-01- 
4260-8200).  Or  take  the  train  or  cab  tc 
the  brand-new  Musee  du  quai  Branly  (3^1 
Quai  Branly)  just  across  the  street  from  the 
Eiffel  Tower.  The  Jean  Nouvel-designec 
Branly  has  in  its  collections  some  3OO,O0C 
artifacts  from  Asia,  Oceania,  Africa  arj 
the  Americas  (www.quaibranly.fr).  • 


Introducing 


Forbes 


TRAVELER 


COM 


Expert  advice  for  luxury  travelers. 
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Use  your  MasterCard' 
card  to  pay  for  your  vacation  air  and 

hotel  package  between  now  and 
12/31/06  and  receive  up  to  $300  off. 
Visit  usairwaysvacations.com/caribbean 
for  other  details  and  restrictions. 
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(3on/iectioM 


By  Marie  Michaels 


/'desti 


so 


long  ago,  vacationing  in  the  most  coveted  Caribl 
destinations  felt  secluded  and  far  away  from  it  all  because  I 
vacation  treasures  were  so  hard  to  get  to. Today,  sophisticated  travelers 
be  surprised  to  find  how  easy  it  has  become  to  travel  to  the  region 
hosts  many  of  the  world's  best  beaches,  most  exclusive  resorts,  distinj 
arts  and  cultures,  and  world-class  cuisine  and  sporting  life. 


The  good  news  is  that  there  are  now  so 
many  frequent  air  connections  to  the 
islands,  thanks  to  US  Airways'  comprehen- 
sive network  linking  30  Caribbean  destina- 
tions to  more  than  120  U.S.  cities. 

Even  better  news  is  that  although  they 
have  become  much  more  accessible,  the 
most  desirable  Caribbean  destinations  have 
no  intention  of  growing  carelessly  or  moving 
downscale.  New  accommodations,  facilities 
and  investment  opportunities  on  four  of  the 
most  coveted  destinations  —  Barbados,  St. 
Maarten/St.  Martin, Turks  &:  Caicos  and  the 
U.S.  Virgin  Islands  (St.  Croix,  St.  John  and 
St.  Thomas)  —  exemplify  this  commitment. 

These  islands  want  to  preserve  the  quali- 
ties that  have  made  them  such  sought-after 


havens:  natural  beauty,  tranquility,  sop 
cation  and  safety. 

Island  Variety 

The  region's  beaches,  of  course 
stunning  that  words  can  hardly  do  then 
dee. Yet  this  is  the  ideal  place  to  go  for 
vacationers  who  want  to  lie  on  the 
and  those  who  seek  adventure. 

Water  sports  are  superb  in  this  rej 
Water  enthusiasts  and  nature  lovers  wil| 
a  diverse  and  captivating  collection  ci 
including  reefs,  wrecks,  caves  and  walls] 
of  the  most  spectacular  and  well-ki 
dive  and  snorkel  sites  is  Buck  Island 
National  Monument  off  the  coast-  li 
Croix.  It  is  one  of  only  two  under 


Spla 

St.  Martin  St.Maarten 

Every  way  to  play 


A  Caribbean  experience  like  no  other. 
Contact  us  to  learn  more 


www.st-marttn.org 

877-956-1234 


www.st-maarten.com 

.  800-786-2278 
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Turks  &  Caicos: 
Unspoiled  Gem 


Though  Turks  &  Caicos  is  just  over  an 
hour's  flight  from  Miami,  this  nation  of 
more  than  40  mostly  uninhabited 
islands  remains  largely  unspoiled  by 
tourism  development.  From  properties 
along  world-renowned  Grace  Bay  on 
Providenciales  to  secluded  resorts  on 
smaller  islands.Turks  &  Caicos  offers 

secluded  luxury  amid  230  miles 
of  mostly  undeveloped  white-sand 
beaches,  spectacular  diving  and  water 
sports,  and  wild  bird  sanctuaries. 

www.turksandcaicostourism.com 


national  monuments  in  America  and  the 
only  one  that  occurs  naturally.  Yachters  will 
enjoy  the  Charter  Yacht  Exhibition  in 
December  and  the  Heineken  Regatta 
March  3-5  in  St.  Maarten/St.  Martin.  For 
sport  fishers,  the  island  hosts  two  major 
tournaments,  the  Marlin  Cup  and  St. 
Martin  Bill  Fish  Tournament.  Diving, 
kayaking,  windsurfing,  parasailing  and  other 
sports  are  unparalleled  here  and  elsewhere 
m  the  Caribbean. 


TOURIST  BOARD 

B&auiiJgul  iuf  Mature. 


The  Caribbean  also  offers  an  array  of 
exhilarating  land-based  activities.  Robert 
Trent  Jones  designed  many  of  the 
Caribbean's  best  courses,  including  the 
18-hole,  championship  Carambola  Golf 
Club  on  St.  Croix,  which  has  hosted  many 
LPGA  tournaments.  St.  Thomas  is  home  to 
Mahogany  Run  golf  course  and  the  chal- 
lenging Devil's  Triangle  designed  by  George 


and  Tom  Fazio.  A  new  27-hole  cou 
being  planned  on  the  Northwest  Poi 
Providenciales  in  Turks  &  Caicos. 

Barbados   is   a  golfer's  paradise, 
courses  like   the  Barbados  Golf 
recently  redesigned  by  the  legendary 
Kirby,  and  the  Tom  Fazio-designed  S 
Lane  Golf  Club.  The  Barbados  Worl 
Golf  Championship  will  also  take 
this  December. 

"Barbados  has  long  been  perceive 
world-class    destination    with  beai 
beaches,  top-line  cuisine  and  a  fri 
atmosphere,"    says     Barbados  To 
Authority  President  Stuart  Layne."Wi 
World  Cup  Golf  Championship  in 
followed  by  the  Cricket  World  C 
2007,  Barbados  will  be  able  to  sha 
the  exquisite  island  globally  and  es 
itself  as  a  leading  country  for  sports  a] 
as  active  and  lifestyle  tourism." 

Cricket  fans  already  know  that  Bar 
will  host  the  Cricket  World  Cup  in  1^ 
2007,  with  the  final  scheduled  for  Api 
There  are  growing  opportunitie 
active  experiences  among  the  ecol 
wonders  of  the  islands,  like  Loterie  I 
Eco-challenge  tour  on  St.  Martin.  Thj 
orous  day  trek  along  a  former  sui 
supply  route  winds  from  a  tropical  for 
the  heights  of  Pic  Paradise.  The  island 
boast  some  of  the  world's  best  sea  kayi 
On  St. Thomas,  visitors  can  take  a  two| 
kayak  tour  of  the  Marine  Sanctuarl 
Mangrove  Lagoon  led  by  trained  natui 

Cultural  Riches 

In  this  region  where  the  Old  and 
Worlds  met,  there  is  a  wealth  of  ci 
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US  AIRWAY 


United  States 
Virgin  Islands: 
America's  Caribbean 


Each  of  the  three  principal  islar 
of  this  50-island  archipelago  has  its 
own  distinct  character:  cultural  and 
historical  St.  Croix,  natural  St.  John 
and  cosmopolitan  St. Thomas.  With 
their  breathtaking  vistas,  family-friendly 
reputation,  world-class  beaches  and 
water  sports,  golf,  duty-free  shopping 
and  a  cultural  heritage  derived  from  the 
seven  flags  that  have  flown  over  them, 
the  U.S.  Virgin  Islands  offer  a  bit 
of  everything. 

www.usvitourism.vi 
(800)  372-USVI  (8784) 


^erica's  Caribbean- 


United  States  Virgin  Islands 

St.  Croix  |  St. John  I  StThomas 


history  and  the  arts,  perhaps  best  embodied 
by  the  annual  Carnival  festivities,  which 
each  island  has  made  its  own.  Plantation 
ruins  dot  the  islands,  preserving  colonial 
Danish,  Dutch,  French,  English  and  Spanish 
cultures  dating  back  to  the  17th  century. 

As  an  island  shared  by  Dutch  and  French 
overseas  territories,  St.  Maarten/St.  Martin 
epitomizes  the  region's  cultural  variety 
and  modern  interpretation  of  past  colonial 
heritage.  Its  hallmark  is  the  mix  of  cos- 
mopolitanism and  deep  relaxation  that 
attracts  so  many  repeat  visitors  to  the 
region.  "You  get  all  the  sophistication  but 
you're  still  in  the  Caribbean,"  says  Regina 
LaBega,  tourism  director  for  St.  Maarten, 
the  Dutch  side  of  the  island. 

"If  traveling  to  you  is  experiencing  the 
way  other  people  live,  especially  the  way 
people  eat,  and  enjoying  time  with  family 
or  friends  around  food,  then  St.  Martin  is 
the  place  for  you,"  says  St.  Martin  Tourism 
Director  Alex  Richards.  "Of  course,  if  vaca- 
tioning to  you  is  getting  away  from  the  hustle 
and  bustle  to  just  relax,  be  calm  and  watch 
life  go  by,  then  St.  Martin  has  that  as  well." 

New  Developments 

Some  of  the  biggest  names  in  hotel  lux- 
ury are  investing  hundreds  of  millions  of 
dollars  in  new  developments  across  the 
Caribbean,  including  time-shares  and  private 
condominiums  and  villas  designed  for  dis- 
criminating travelers. 

Turks  &  Caicos  will  add  more  than  4,000 
rooms  by  2012,  including  condominium 
resorts  like  the  St.  Charles  Resort  and  Royal 
Reef  Resort  in  North  Caicos.  A  marina  and 
the  first  villas  at  The  Ritz-Carlton  on  the 


1 1 -square-mile  West  Caicos  are  expec 
be  completed  by  early  2008. 

"With  double-digit  growth  in 
arrivals,  modern  infrastructure,  the 
cruise  destination  in  the  region  and  v 
class  accommodations,  attractions,  b| 
and  marine  life,  Turks  &:  Caicos  is  a  fq 
be  reckoned  with  in  Caribbean  touris 
is  the  last  of  the  world's  true  exotics) 
Turks  &  Caicos  Tourism  Board  Di| 
Tindsey  Musgrove. 

A  strategic  plan  has  helped  Turks  & 
meet  its  commitment  to  sustainable  tc 
development  despite  the  dizzying  r 
demand  for  the  destination.  For  ex2 
all  new  developments  on  the  Nor 
Point  of  Providenciales  —  the  coi 
third-largest  island  —  are  oriented 
eco-tourism.  This    vision  plays 
Amanyara,  the  first  Caribbean  Aman  P 
property,  where  private  villas  and  pa 
blend  in  unobtrusively  with  the  r 
surroundings,  near  a  national  marine  re 

St.  Maarten/St.  Martin  expects  3,00 
rooms  to  come  online  by  2007.  Th 
$120  million  Westin  Resort  &  Sp 
Residences  at  Dawn  Beach  will  o 
December  with  300  hotel  rooms  anj 
condominiums.  Orient-Express  Hoj 
"building  the  Cupecoy  Yacht  Club,  a  l 
development  slated  for  fall  2007.  1 
north,  properties  ready  to  launch  ii 
upscale  condominiums,  a  new  fil 
hotel,  a  Radisson  in  Anse  Marcel  ai 
first  casino  on  the  French  side  of  the 

In  Barbados,  a  new  Four  Seasons 
expected  to  be  completed  by  early  2001 
approximately  115  rooms  and  suites 
residential  villas.  The  Courtyard  by  I 
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Go/mcc/ia 


Though  Barbados  will  celebrate 
40  years  of  independence  from 
Great  Britain  in  November,  it  remains 

part  of  the  Commonwealth  and 
maintains  a  passion  for  the  sport  of 
cricket.  Yet  this  easternmost  Caribbean 
island  is  also  known  for  its  golf  courses, 
horse  racing  and  water  sports. 
Barbados  boasts  ample  conference 
facilities  as  well  as  a  wide  range 
of  accommodations  and  architecture, 
particularly  its  "great  houses" 
dating  from  colonial  times. 

www.visitbarbados.org 


Bridgetown  is  scheduled  to  open  in  2007. 

St.  Thomas  is  scheduled  to  debut  a 
megayacht  marina,  Yacht  Haven  Grande,  this 
winter.  This  mixed-use  luxury  lifestyle 
destinarion  will  feature  a  Yacht  Club,  exten- 
sive retail  and  office  space,  restaurants  and 
condominiums.  Also  on  St.  Thomas,  The 
Ritz-Carlton  will  unveil  a  $40  million 
expansion  and  renovation  this  December. 
Nearby,  Marriott's  Frenchman's  Cove  will  open 
more  than  200  vacation  villas  this  season. 

For  Business  and  Pleasure 

Though  many  travelers  combine  business 
with  pleasure  by  investing  in  their  vacation 
homes,  there  are  plenty  of  business  oppor- 
tunities beyond  real  estate. 

The  U.S. Virgin  Islands,  for  example,  offer  a 
seamless  transition  for  U.S.  travelers  with 
familiar  laws,  language  and  currency.  "People 
want  to  feel  that  sense  of  safety,  security  and 
familiarity  when  traveling  to  what  otherwise 
seems  like  an  exotic  location,"  says  Henry 
"Skip"  de  Lagarde,  director  of  tourism  and 
general  manager-North  America  for  the  U.S. 
Virgin  Islands  Department  of  Tourism.  That 
quality  has  appealed  not  only  to  tourists,  but 
also  to  high-tech  companies  that  have  been 
choosing  St.  Croix  and  St.  Thomas  to  set  up 
operations  that  rely  not  on  big  physical  plants 
but  on  human  capital.  "It's  an  opening, 
welcoming  location  to  establish  subsidiaries 
or  primary  operations,"  says  de  Lagarde. 

Ample  facilities  for  meeting  and  incentive 
travel  in  the  region  run  the  gamut  from 
Barbados'  award-winning  Sherbourne 
Conference  Center  to  the  19th-century 
Barbados  Pavilion.  In  St.  Maarten,  the  new 
Westin  hotel  will  complement  existing  facili- 


ties at  the  Maho  and  Great  Bay  H 
Sonesta  Maho  Beach  Resort  &  Casino  aJ 
as  the  Great  Bay  Beach  Resort  &  Casing 


Dream  Weddings 

With  a  wide  array  of  event  and  loa 
facilities,  not  to  mention  stunning  b 
front  and  mountaintop  settings, 
Caribbean  has  hosted  many  of  the 
romantic  weddings  ever.  At  Tiger  W| 
legendary  wedding  in  Barbados,  50i 
roses  adorned  the  19th  hole  of  the  % 
Lane  Golf  Resort.  Secluded  Parrot  C 
Turks  &  Caicos  has  provided  a  have 
other  celebrity  weddings.  Though 
destinations  have  streamlined  the  wei 
license  application  process,  the  easiest 
be  the  U.S.  Virgin  Islands,  with  the  a< 
tage  of  operating  entirely  under  US 

Island  Hopping 

Many  destinations  offer  island-ho 
excursions.  St.  Maarten/St.  Martin  is  a 
jump  away  from  St.  Kitts,  Nevis,  Sabj 
Anguilla. Turks  &  Caicos  makes  it  convG 


me  is  life's  most  precious  commodity. 


Spend  it  wisely, 


time,  everyone  will  discover  the  beauty  of  Turks  &  Caicos.  But  for  now,  this  magnificent  paradise  still  remains  the 
t  of  the  Caribbean's  unspoiled  islands.  The  incomparable  beaches.  Quaint  bed  and  breakfasts.  And  the  most 
credible  scuba  diving  in  the  world.  If  you've  got  the  urge  to  take  your  family  and  loved  ones  on  a  vacation  they'll 
ver  forget,  go  to  Turks  &  Caicos.  Fast.  Before  everyone  else  on  the  planet  does. 


iere  those  who've  got  it  go. 

sandcaicostourism.com  •  1-800  241  0824 


BEAUTIFUL  BY  NATURE. 
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St.  Maarten/St.  Martin 


The  smallest  island  in  the  world 
shared  by  two  sovereign  nations; 
St.  Maarten/St.  Martin's  37  square 
miles  offer  rich  cultural  diversity  along 
natural  beauty,  spectacular  water 
activities  and  sheer  relaxation. 
Phillipsburg,  the  capital  of  the  Dutch 
part  of  the  island,  offers  shopping,  a 
charming  boardwalk  and  a  harbor  that 
can  accommodate  cruise  ships  as  large 
as  the  Queen  Mary.  Residents  of  the 
capital  of  the  French  side,  to  the 
north,  consider  Marigot  to  be  the 
gastronomic  capital  of  the  Caribbean. 

www.st-maarten.com 
www.st-martin.org 


French  Caribbean 


to  move  among  its  six  main  islands  and 
many  other  smaller  islands  and  cays.  Ferries 
among  the  U.S.  Virgin  Islands  make  it  easy 
to  take  in  the  sights  of  St.  Croix,  St.  John  and 
St.  Thomas.  Through  code-sharing  agree- 
ments, US  Airways  travelers  can  accumulate 
miles  on  many  inter-island  flights. 

Whichever  island  appeals  most  to  you, 
US  Airways  is  the  way  to  get  there,  via  its 
comprehensive  network  linking  more  than 
120  U.S.  cities  to  the  Caribbean.  Its 
Philadelphia  and  Charlotte  hubs  offer 
multiple  flights  to  many  choice  Caribbean 
destinations,  and  there  are  direct  flights  from 
other  cities  such  as  Boston,  New  York  and 
Washington,  D.C.  In  addition,  US  Airways 
works  closely  with  partners  like  The  Ritz- 
Carlton,  Westin  and  Marriott  to  offer  a 
comprehensive  portfolio  ol  high-end 
products  with  something  for  every  budget 
and  lifestyle. 

"When  it  comes  to  quantity  of  destina- 
tions offered  in  the  Caribbean,  we're  an 
industry  leader,"  says  US  Airways  Vice 
President  of  Sales  and  Marketing  Travis 
Christ.  "When  it  comes  to  quality  of  service, 
US  Airways  has  amenities  and  perks  —  like 
our  Dividend  Miles  frequent-flyer  program 
and  US  Airways  Clubs,  our  airport 
lounges  —  that  set  us  apart."  *^ 

MasterCard  makes  your  Caribbean  trip  even 
more  rewarding.  Simply  use  your  MasterCard  to 
pay  for  your  Caribbean  vacation  air  and  hotel 
package  and  receive  up  to  $300  off.  Visit 
usainvaysvacations.com / Caribbean  for  details. 
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Fly  US  Airways  and  it 
partners  to  the  Caribbc 
and  beyond  to  enjoy  tf 
experience  of  a  lifetim 

Antigua  &  Barbuda 
Aruba 
Barbados 

Belize 
Bermuda 
Cancun 
Cozumel 
George  Town,  Great  Exuma 
Grand  Bahama  Island/Freepor 
Grand  Cayman 

Jamaica 
Marsh  Harbour 
Nassau/Paradise  Island 
Nevis 
North  Eleuthera 
Providenciales.Turks  &  Caicos 
Puerto  Rico 
Punta  Cana 
Saba 
Santo  Domingo 
St.  Barts 
St.  Croix 
St.  Eustatius 
St.  Kitts 
St.  Lucia 
St.  Maarten/St.  Martin 
St.  Thomas 
St.  Vincent 
Tortola 
Treasure  Cay 
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Let  the  Caribbean  sun  be  your 
escape  from  the  winter  blues. 


The  Caribbean,  with  its  miles  of  white  sand  beaches  and 
turquoise  waters,  is  a  vacation  paradise.  Each  island  has  its  own  unique  charm  and 
offers  a  variety  of  activities  from  snorkeling  and  sailing  to  horseback  riding  as  well  as  world-class  dining  and 
gaming.  US  Airways  Vacations  offers  access  to  a  number  of  luxury  resorts  with  impeccable  service  and  impressive 
amenities.  Choose  from  over  20  destinations  and  plan  your  escape  today. 

As  a  Forbes  Magazine  subscriber,  we're  bringing  you  an  exclusive  offer  to  visit  the  US  Airways  Club  -  your  oasis 
in  the  airport  -  when  you  travel  to  the  Caribbean  and  purchase  your  trip  with  a  MasterCard®  this  winter.  Visit 
usairwaysvacations.com/forbesclubs  for  further  details. 

Plus,  if  you  bonk  an  air  and  hotel  package  between  ( )ctober  1  5  -  December  31, 2006  ^^^Mflfe 
you'll  receive  up  to  $300*  off  a  US  Airways  Vacations  Caribbean  getawaj  w  hen  you  use  f^j^Wi'^lf> 
a  valid  MasterCard.  ^^^^^^ 

Terms  and  Conditions:  Offer  only- valid  when  purchasing  with  a  valid  MasterCard  card.  Must  hook  between  10/15  - 12/3 1  and  travel  between  Jan  4-  Feb  15  2007.  Three-night  minimum  stay  required.  Offer  is 
valid  for  $75  off  per  person.  Maximum  discount  of  $300  applies.  MasterCard  and  the  interlocking  circles  device  are  registered  trademarks  of  MasterCard  International  Incorporated.  ©2006  US  Airways. 
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f  China  is  the  Wild  West  of  the  Far  East,  Shanghai  is 
its  Dodge  City,  the  frontier  capital  of  risk-taking,  a 
town  electric  with  ambition,  awed  by  its  own  progress, 
the  good — explosive  economy,  burgeoning  art  scene, 
sophisticated  nightlife — and  the  bad — grueling  traffic 
jams,  foul  air.  As  Axel  Aylwen,  an  Oxford-educated 
Englishman  who  conducts  high-end  tours  of  South- 
east Asia  and  China,  puts  it,  "Shanghai  is  the  ultimate 
buzz,  the  ultimate  city  growing  before  your  eyes." 

Indeed,  Shanghai's  skyline  of  disparate  skyscrapers 
appears  to  have  been  plopped  down  like  a  giant  erec- 
tor set  in  the  midst  of  this  ancient  Chinese  village  where  Prada  has 
usurped  pagodas  and  Ralph  Lauren  is  king — make  that  Emperor. 
Besotted  by  all  things  Western  (except,  of  course,  democracy), 
Shanghai's  streets  teem  with  Carrie  Bradshaw  wannabes,  fashion- 
forward  girls  proudly  parading  their  designer  jeans,  stiletto  boots, 
leather  bomber  jackets.  Thanks  to  bootlegged  copies  of  Sex  and 
the  City,  Sarah  Jessica  Parker  and  Manolo  Blahnik  are  both  big 
stars  in  this  cult-of-personality  society  obsessed 
with  labels — wearing  them,  eating,  owning,  driving 
them — whether  genuine  or  not. 

In  fact,  you  can  even  design  your  own  at  Shang- 
hai's Fabric  Market,  a  stadium-like  building  hous- 
ing hundreds  of  stalls  piled  high  with  bolts  of 
beautiful,  top-grade  fabric  (most  notably  delicious 


and  a  fascination  with  Western  culture." 

Which  paid  off  when  Ferer,  CEO  of  Vidicom,  a  New  York- 
based  multimedia  company  specializing  in  embedding  corporate 
and  product  messages  in  editorial  content,  snagged  a  meeting 
with  Channel  Young,  a  regional  lifestyle  TV  channel  with  30 
million  viewers.  Though  she  went  into  the  Shanghai  conversation 
with  no  expectations,  Ferer  found  Channel  Young  executives 
enthusiatic  about  collaborating  to  provide  TV  footage  of  the 
Paris,  Milan  and  New  York  fashion  shows.  "What's  fascinating," 
she  said,  "is  that  in  China  even  a  medium-sized  entrepreneur  like 
myself  can  do  business  on  a  scale  I  couldn't  have  imagined." 

But  then  what's  millions  to  us  is  billions  to  them.  This  is  a  coun 
try,  after  all,  where  a  'neighborhood'  boasts  200,000  people,  and 
there  are  350  million  cell  phone  users — a  bonanza  for  phone  com 
panies  when  each  of  China's  three,  weeklong  national  holidays 
roll  around.  "Because  people  call  their  families  during  vacations,] 
explained  one  Beijing  media  executive,  "phone  companies  rake 
in  millions  of  dollars  in  extra  calls  per  year.  As  Americans  might 
put  it,"  he  laughs,  "  'Eat  your  heart  out,  Cingular.' 

Local  entrepreneurs  often  get  started  court 
esy  of  the  Shanghai  Labor  Bureau,  whose  Small 
Credits  Program  grants  loans  exclusively  for  young 
people  opening  their  own  businesses,  though  none 
would  call  it  altruism.  "The  government  subsidizes 
nothing.  They  get  a  cut  of  everything,"  explains  one 


"Shanghai  is  the  ultimate  buzz,  a  city 


Chinese  cashmere).  With  a  tailor  in  residence  (if 
not  several),  armed  with  tape  measure  and  calcu- 
lator, vendors  are  more  than  willing  to  whip  up 
anything  you  want,  if  not  that  day  then  overnight. 
(Meticulous  measurements  are  taken  on  the  spot.) 

I,  for  instance,  finally  got  the  long,  red  cash- 
mere coat  I'd  always  fancied,  fully  lined  and  beau- 
tifully tailored,  for  an  unbelievable  $90.  Adding 
three  cashmere  blazers  at  $50  a  clip,  two  pairs  of 
pants,  a  skirt  and  a  cocktail  dress  with  matching 
jacket — all  made  and  delivered  in  24  hours — my 
bill  came  to  a  princely  ! 


"LIVING  IN  SHANGHAI  IS  LIKE  TRAVELING," 
declares  Shelley  Lim,  an  interior  decorator  who 
divides  her  time  between  Shanghai  and  San  Fran- 
cisco. "You  never  know  who  you're  going  to 
meet."  In  fact,  networking  is  the  citywide  pastime. 
Your  calling  card?  Don't  leave  home  without 
it;  shopkeepers  to  ambassadors,  everyone  wants 
yours,  insists  you  take  theirs.  In  the  street,  friendly 
Chinese  students,  recognizing  an  American,  stop, 
eager  to  practice  their  English,  overflowing  with  curiosity  about 
New  York,  Los  Angeles,  South  Beach. 

"The  only  things  left  that  are  similar  to  1979,"  observed  my 
traveling  companion,  Christy  Ferer,  marveling  over  Shanghai's 
total  makeover  since  her  last  visit,  "are  the  desire  to  speak  English 


From  top.  Opening  ceremo 
at  Cartier  in  Shanghai; 
the  Bund  (Wai  Tan)  by  me 


businesswoman,  wryly  describing  China's  com 
munist-run/capitalist-happy  economy  as  "dictator 
capitalism."  (A  similar  term  about  a  similar  gov- 
ernment bubbled  up  in  Hanoi:  "Vietnam,"  said  one 
CEO,  "is  commercial  communism.") 

Nowhere  is  Shanghai's  expansion  more  evident 
than  along  the  Bund,  two  choice  stretches  of  real 
estate  flanking  either  side  of  the  Huangpu  River. 
Two  years  ago,  the  Chinese  government — owner 
of  a  spate  of  European-style  buildings  elegant 
enough  to  rival  Avenue  Foch — finally  opened 
them  up  to  the  public,  albeit  for  commercial  use 
only.  One  result  is  Bund  18,  one  of  Shanghai's 
hottest  destinations,  home  to  a  slew  of  interna- 
tional banks  and  one  of  the  priciest  malls  on  the 
planet,  with  a  string  of  high-end  boutiques,  like 
Cartier,  selling  Western  luxury  goods  at  a  whop-i 
ping  25  percent  markup  over  out-of-China  prices.) 

Fifteen  months  ago  Bund  18 — and  China — 
got  one  of  its  first  indisputably  world-class  restau- 
rants, Sens  &  Bund,  the  brainchild  of  France's 
celebrity  chefs,  the  Pourcel  twins,  Jacques  and 
Laurent.  Featuring  a  French  chef,  its  sleek  chrome  interior, 
dripping  in  red  Venetian  glass,  makes  it  Shanghai's  chicest  rest 
aurant.  (Though  fans  of  Jean-Georges  Vongerichten,  whd 
opened  in  Bund  5  a  year  earlier,  might  dispute  that.) 

One  flight  up  from  Sens  8c  Bund  (and  another  Pourcel  pro- 
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Asia  fantasia; 
the  Pudong 


ction)  is  the  preferred  hangout  for  Shanghai's  upwardly  mo- 
le: the  sexy,  sophisticated  Rouge  Bar.  Bathed  in  scarlet  light 
ith  a  spacious  terrace  overlooking  the  river,  Rouge  Bar,  after 
n,  is  a  human  traffic  jam,  particularly  during  summer,  when  pa- 
ns vie  for  balcony  face  time. 

Bund  18's  commercial  success  has  spilled  across  the  river  to 
e  Pudong  district,  where  apartments  sold  so  fast  they  ran  out 
space  and  land.  "Ten  years  ago  this  was  all  swampland," 
uses  Aylwen.  "Now  it  looks  like  New  York  with  all  those 
gh-rises."  Among  the  first  on  the  Pudong  block  was  jour- 
list  and  businesswoman  Yue-Sai  Kan,  who  picked  up 
000  square  feet  with  river  views  for  the  exorbitant — for 
anghai — price  of  700  bucks  a  square  foot.  (Her  sec- 
d  apartment,  a  sleek  penthouse  on  chic  Nanjing 
est  Road,  came  in  at  $500  a  square  foot.)  Pudong 
nters,  meanwhile,  can  expect  to  shell  out  around 
,500  a  month  for  a  swank  3,000  square  feet. 
Kan  isn't  the  only  dame  making  it — and  spending 
in  Shanghai  these  days,  but  she  was  certainly  among 
e  first.  In  a  country  where  an  estimated  one  fifth  of 
entrepreneurs  are  female,  the  self-made  Yue-Sai 
an  is  a  rock  star  to  businesswomen  like  Susie  Wang 
in  and  Zhuang  Yong  (an  Olympic  swimming  gold 
edalist),  whose  wildly  successful  billboard  company, 
lip  Media,  has  attracted  the  biggest  player  in  the  field, 


test  places  to  park  dollars  in  today's  Chinese  economy,  he  clearly 
saw  Yue-Sai  Kan  as  the  ultimate  hybrid. 

She  wouldn't  disagree.  In  fact,  according  to  Yue-Sai — whose 
latest  book,  Chinese  Gentleman  (she's  had  four  prior  bestsellers), 
tackles  proper  etiquette — it's  high  time  couth  caught  up  with 
cash  in  the  New  China.  And  she's  just  the  gal  for  the  job. 

"The  Chinese  are  just  beginning  to  have  disposable  in- 
come and  everyone  wants  the  same  thing:  Fu  Gui — liter- 
ally money  and  style,"  she  said.  "They  either  want  to 
renovate  their  home  or  buy  a  new  one.  But  though  the 
money  is  there,  the  style  isn't,  which  is  why  known 
brands  do  so  well  here.  People  think  that  buying  them 
is  buying  taste." 

Which  the  glamorous  Kan  certainly  has.  Her  hair, 
clothes  and  homes  are  slavishly  chronicled  in  the 
Chinese  media;  her  new  Beijing  apartment  already 
f\    graces  a  magazine  cover.  And  what  she  has,  she 
MHtf    wants  everyone  else  to  have,  too  (albeit  at  a  price). 
"Now  that  the  world  is  watching  us,  it's  time  for 
refinement.  What  the  Chinese  need  is  an  arbiter  of 
taste."  A  Martha  perhaps?  She  smiled.  "An  outsider  can't 
do  it,  but  I  believe  I  can.  In  fact,  I  can  do  a  lot  in  China  if 
I  have  a  great  partner." 

"You  do!"  The  venture  capitalist  was  halfway  out  of 
P'    his  chair.  "The  World  of  Yue-Sai!  Count  me  in  for  $15 


me  thing:  Fu  Gui—  money  and  style." 


"ance's  J.C.  Decaux,  as  a  partner.  To  Yue-Sai 
an,  her  career  path  was  practically  a  DNA  irri- 
gative. "The  Chinese,"  as  she  puts  it,  "are  born 
jitrepreneurs." 

f  She  ought  to  know.  When  her  television  ser- 
ifs made  her  face  known  to  millions  of  Chinese 
MDmen,  Kan  turned  her  attention  to  theirs,  creating 
■cosmetics  line  for  Asian  skin  so  successful  it  was 
Mapped  up  by  L'Oreal.  When  she  was  unable  to 
rid  a  doll  with  Asian  features  for  an  American 
end's  daughter,  Kan  came  up  with  the  Chinese 
bie.  Possibly  among  the  richest  women  in  China, 
n  is  also  one  of  the  most  famous:  Government 
search,  she  claims,  shows  that  95  percent  of  the 
untry's  1.3  billion  people  recognize  her  name. 
Needless  to  say,  when  Kan  flicks  her  lacquered 
igernail  in  the  wind  to  see  which  way  it's  blow- 
g,  people  pay  attention,  especially  venture  capi- 
list  types  like  the  one  who  sat  to  my  right  one  evening  in  a 
nple  Shanghai  restaurant.  Following  a  lavish,  outdoor  Lacoste 
shion  show,  eight  of  us  enjoyed  the  most  basic  of  Chinese 
re — hot  pot,  dipping  chunks  of  meat  and  chicken  into  a  pot  of 
tiling  stock  in  the  center  of  the  table — none  with  more  zeal  than 
an.  "I  could  eat  like  this  every  day  of  the  week,"  she  laughed, 
lopsticks  poised. 
The  venture  capitalist's  appetites,  meanwhile,  ran  more  to 
ksiness  than  food.  Earmarking  "media  and  lifestyle"  as  the  hot- 


From  top:  the  Yue-Sai  Wa 
Wa  doll;  shoppers  crowd 
Shanghai's  Nanjing  Road  at 
night;  scarf  stalls  at 
Beijing's  Silk  Street  mall 


million."  Welcome  to  Shanghai. 

Nothing,  of  course,  reflects  a  city's  energy  more 
than  its  art.  And  in  Shanghai,  pop  art  is  popping, 
particularly  in  the  Suzhou  Creek  area,  Shanghai's 
SoHo,  an  enclave  of  bunkerlike  buildings  where 
galleries  cohabitate  with  artists'  studios  (shrewd 
buyers  bypass  the  galleries  altogether  to  deal  di- 
rectly with  artists  in  their  lairs). 

"Chinese  art  is  pop  art,"  explains  Hans  Creder, 
a  partner  in  Art  Scene  Warehouse,  a  hot  new 
space  on  Moganshan  Road.  "Though  only  a  hand- 
ful of  Chinese  artists  show  internationally,  China 
actually  has  a  million  artists.  Because  it's  so  cheap 
to  live  here,  an  artist  can  survive  a  long  time  on  just 
one  international  commission." 

To  ferret  out  new  talent,  Art  Scene  recently 
sponsored  a  competition  only  open  to  "artists  born 
after  1970."  Entries  ran  from  the  haunting — the 
winner's  ink-on-paper  of  a  traditional  Chinese  landscape — to  the 
merry,  a  jump-off-the-wall  oil  of  an  insouciant  pink  pig  plunked 
in  the  middle  of  a  flower  field,  both  of  which  (along  with  two 
other  oils)  were  snapped  up  by  Ferer,  an  avid  contemporary 
art  collector:  "There's  a  lightheadedness  to  art  here;  they'll  do  a 
collage  and  put  it  in  a  Coke  bottle." 

Which  was  just  the  kind  of  thing  she  found  at  hip  ShanghART 
gallery,  whose  owner,  Lorenz  Helbling,  helped  jump-start  Shang- 
hai's now-exciting  art  market  11  years  ago  and  his  gallery 
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was  the  first  from  China  to  participate  in  the  international  art 
fairs.  For  a  fraction  of  the  price  she  would  pay  for  a  compara- 
ble work  elsewhere,  Ferer  picked  up  a  notable  painting  by 
Xue  Song,  whose  work  was  featured  in  last  spring's  Sotheby's, 
New  York  sale  of  contemporary  Asian  art,  as  well  as  a  black- 
and-white  photo  of  tenement  apartments  shot  by  Xiang 
Liqing,  whose  photographs  have  started  to  show  up  in  Europe 
and  the  U.S. 

IF  SHANGHAI  IS  NEW  YORK,  BEIJING  IS  WASHINGTON 
with  its  slower  pace,  wide,  sweeping  boulevards  and  governmen- 
tal red  tape.  "Shanghai  is  very  commercial  and  has  very  little  bu- 
reaucracy," says  Yue-Sai  Kan.  "But  Beijing,  as  we  say,  'has  a  lot  of 
po po's  [mothers-in-law].'  The  government  is  into  everything.  You 
need  connections  everywhere  in  China  but  especially  there." 

These  days,  of  course,  Beijing  is  feverishly  preparing  for 
its  official  debut  as  the  world's  newest  superpower:  the  2008 
Olympic  Games.  To  help  keep  mission  in  mind,  the  Chinese 
government  has  put  up  a  large,  digital  clock  just  off  Tiananmen 
Square,  counting  down  the  hours  and  minutes  until  the  Olympic 
torch  is  lit,  hoping,  no  doubt,  it  will  also  light  a  fire  under  any 
citizen  needing  to  get  his  act  in  gear. 

Especially  the  spitters.  For  centuries  Chinese  men  have  done 
in  public  what  is  best  relegated  to  the  private,  including  spitting. 
And  when  it  comes  to  hurling  saliva,  the  Chinese  male  is  his 


take  up  where  spitting  leaves  off. 

In  a  country  where  a  buck  stretches  from  here  to  Miami 
Beach  and  markets  stay  open  all  night  long,  Beijing,  like 
Shanghai,  is  pig  heaven  for  the  dedicated  shopper.  All  that's 
necessary  to  uncover  extraordinary  treasures — pearls,  cashmere 
crystal,  silk,  lacquer,  clothes — at  even  more  extraordinary  prices) 
is  stamina  and  the  negotiating  skills  of  a  Condoleezza  Rice.  (Irj 
this  part  of  the  world,  vigorous  discussion  over  price  is  expected 
every  time  out.) 

For  pearls,  the  place  to  go  in  Beijing  is  called,  not  surprisingly 
the  Pearl  Market,  a  multistoried  mall  affair  with  three  floors  de 
voted  to  the  best  pearls  at  the  best  prices.  For  legendary  Chinese 
silk,  the  Silk  Market  offers  gorgeous  handmade  bedding,  ties 
scarves,  jackets,  dresses  and  pajamas,  as  well  as  a  roomful  of  mag 
nificent  raw  silk — all  at  rock-bottom  prices. 

The  absolute  must  stop,  however,  is  the  aforementioned 
Panjiayuan  Market — known  to  locals  as  "the  Dirt  Market"— 
where  every  Saturday  and  Sunday  3,000  mini-entrepreneurs 
set  up  shop  in  an  open-air  courtyard.  Art,  antiques,  furniture; 
Cultural  Revolution  kitsch  (Mao,  Mao,  everywhere),  mapsi 
ivory  chess  sets,  ropes  of  raw  turquoise,  coral,  amber,  massive 
stone  Buddhas,  tiny  snuffboxes,  you  name  it  (and  even  if  you 
can't),  it's  here.  The  prices  start  unbelievably  low  and  dip  ever 
more  so  when  the  haggling  starts.  No  matter  what  the  item,  i 
vendor's  first  quote  is  invariably  100  yuen.  (Dollars  aren't  ac- 


For  centuries  Chinese  men  have  done 


own  gold  medalist.  Each  hearty,  fulsome  and, 
alas,  frequent  emission  is  accompanied  by  a  loud, 
guttural  rasping  cough  that  en  masse  can  create 
a  virtual  cacophony  in  outdoor  venues  like  the 
Panjiayuan  Market,  Beijing's  soccer-field-long 
week-end  flea  market. 

Aylwen  chalks  up  this  egregious  lack  of  re- 
straint to  politics.  "Impeccable  manners  used  to 
play  an  important  role  in  Chinese  culture,"  he  says. 
"But  since  1949  China  has  been  a  country  in  chaos. 
With  the  Red  Brigade,  the  Cultural  Revolution, 
people  were  too  busy  fighting  to  save  their  homes, 
their  lives,  to  engage  in  niceties.  It  became  every 
man  for  himself." 

Not  to  mention  every  pedestrian,  if  he's  to  avoid 
getting  caught  in  the  spit-fire,  as  it  were.  "The  last 
thing  the  government  wants  during  the  Olympics," 
adds  Aylwen,  "is  spittle  on  American  shoes." 

To  prevent  such  an  international  faux  pas,  the 
government  has  once  again  taken  the  country's    Above.  Abode 
manners  in  hand.  Ten  years  ago,  a  drive  was  in- 
stigated aimed  at  getting  Chinese  men  to  stop  BeiJmg; 
spitting  in  the  streets.  And  now,  the  pressure's  on 
again — much  to  the  delight  of  Wrigley,  who,  at 
$40  million  a  year,  pumps  more  dough  into  advertising  in 
China  than  any  other  American  company,  largely  in  the  hope, 
according  to  one  Beijing  advertising  honcho,  that  gum  will 


cepted  and  English  is  scarce,  two  minor  drawi 
backs.)  Chomping  at  the  flea  market  bit,  I  hil 
Panjiayuan  at  7  a.m.;  eight  hours  later,  with  snow 
falling,  I  was  still  at  it. 

By  the  time  I  dragged  myself — and  my  packj 
ages — back  to  the  hotel,  the  sublime  Peninsula 
Beijing,  our  elegant,  marble-encrusted  refuge  o 
Western  creature  comforts,  I  was  wiped  out,  a  fa 
tigue  that  vanished  once  I  joined  friends  for  din 
ner  in  the  old  part  of  Beijing:  the  trendy  Hou  Ha 
Lake  district. 

There,  in  smoky,  sexy  Nuage,  settled  into  an-j 
tique  rickshaw  chairs  surrounding  a  wooden  table! 
we  worked  our  way  through  course  after  savorj 
course  of  stellar  Vietnamese  and  Thai  fare. 

As  I  reluctantly  prepared  to  leave  China,  thej 
sorrow  of  departure  was  tempered  by  what  I  knew 
would  be  the  graciousness  of  the  exit.  Unlike  Nev< 
York's  dreaded  Kennedy  airport,  whose  hostilit] 
dares  foreigners  to  set  foot  in  America,  China'; 
airports  are  big,  immaculate,  beautifully  lit,  effi- 
ciently run  and  mercifully  user- friendly.  Even  witl 
customs  you  can  be  in  and  out  in  30  minutes.  Bu; 
then  the  Chinese  have  long  understood  that  in  8 
journey  of  a  thousand  miles,  the  first — and  last — step  is  often  thtl 
hardest.  So  they  simply  make  it  easy,  even  desirable  to  come,  go 
and,  most  importantly,  to  return.  • 
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It  was  deja  vu 


like  I'd  never  seen  before.  The  cliff  walls  rose  from  the  Yangtze 
River  with  a  shockingly  familiar  exoticism.  For  two  and  a  half 
millennia,  China's  artists  have  been  inspired  by  the  Yangtze's 
Three  Gorges.  And  I  suddenly  understood  their  whole  form, 
style  and  sensibility. 

The  crackle-glaze  boulder  shapes,  the  crinkum-crankum 
ledges,  the  skewed  pagoda  silhouettes  of  the  mountains  belonged 
to  no  Occidental  geography.  Crevice-rooted  trees  grew  branches 
in  chinoiserie  decorative  curves.  Noodle-thin  waterfalls  splashed 
columns  of  calligraphy  patterns  beside  scenery  half-emphasized 
and  half-obscured  by  mist.  And  in  the  narrow,  crooked  alley  of 
sky  above  the  canyons,  cirrocumulus  clouds  formed  into  the  end- 
less loops  and  curlicues  of  an  imperial  dragon's  tail.  This  was 
every  Chinese  landscape  painting  scroll  rolled,  as  it  were,  into 
one.  Now  I  knew  what  made  China  so  damn  Chinese. 

I'd  admired  the  improbable,  fantastic  imagination  of  Chinese 
artists,  but  it  turns  out  they're  just  copying.  That's  the  Three 
Gorges.  Except  the  Gorges  are  more  improbably  fantastic. 
Chinese  art  is  to  the  Three  Gorges  as  Elvis  on  velvet  is  to  the  King. 

This  is  to  take  nothing  away  from  the  art  of  China.  The 
average  Qing  Dynasty  daub  still  knocks  Monet  into  the  water- 
lily  pond.  But  bad  news  for  painters:  China's  government  has 
built  the  largest  dam  in  the  world.  The  Three  Gorges  are  filling 
up.  Artists  will  need  shorter  scrolls. 

And  I  needed  to  quit  procrastinating.  I'd  had  since  the  begin- 
ning of  Chinese  civilization  to  go  sightseeing  on  the  Yangtze,  and 
here  I  was,  almost  out  of  time.  The  Three  Gorges  Dam  was 
begun  in  1993  and  the  last  batch  of  concrete  was  poured  this  May. 
The  water  level  behind  the  dam  has  already  risen  200  feet.  In  past 
flood  seasons,  the  Yangtze  sometimes  flowed  that  high,  but  it's 


the  next  100  feet  of  water,  rising  grad- 
ually until  2009,  that  will  swamp  the 
panorama,  plus  temples,  tombs  and 
archeological  sites,  not  to  mention  13 
cities,  140  towns  and  1,352  villages. 
Jamais  replaces  deja  in  the  vu. 

SANXIA  ("THREE  GORGES,"  AS  THE 
Three  Gorges  are  prosaically  called  in 
Mandarin)  is  the  notch  the  Yangtze 
has  cut  through  the  mountains  on  the 
eastern  rim  of  the  Szechuan  basin, 
600  miles  from  Shanghai. 

I  flew  to  Yichang,  downstream 
from  the  Three  Gorges  Dam,  with 
Celia  Kwong,  an  old  friend  of  mine 
from  Hong  Kong.  Yichang  is  one 
of  the  ports  for  Victoria  Cruises,  an 
American-managed  company  that 
runs  a  fleet  of  riverboats  on  the 
Yangtze.  The  ships  are  new,  each  with 
about  a  hundred  cabins  and  staterooms 
ranging  in  size  from  the  more  than 
grand  to  the  more  than  adequate.  Our 
ship,  the  Victoria  Star,  was  293  feet 
long  and  had  all  the  swabbed  decks, 
shiny  brass  and  polished  teak  that 
nautical  pretensions  could  demand. 
Hatches  in  the  starboard  bulkheads 
led  to  private  deck  space.  (I'm  too 


Right  and  center: 
The  Three  Gorges 
Dam  is  600  feet 
high  and  almost  1.5 
miles  long.  Left-.  The 
Chinese  sturgeon, 
which  can  weigh 
up  to  1,000  pounds, 
is  among  the  fish 
species  endangered 
by  the  dam. 
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lautically  pretentious  myself  to  say  that  there  were  sliding  doors 
p  the  balconies.) 

We  were  piped  onboard  by  the  Victoria  Stars  band  to  the  tune 
f  what,  given  the  band's  minor  difficulties  with  Western 
pelody,  might  be  called  "Yangtze  Doodle  Dandy." 

In  the  morning  we  passed  through  the  Gezhouba  Dam, 
an  earlier  effort  to  tame  the  Yangtze.  The  Victoria  Star  filled  the 
pip  lock  with  maybe  18  inches  to  spare  on  either  side.  Later  I 
piked  to  Captain  Gong  Ju  Chen,  a  mast-straight  and  very 
laptainlike  fellow.  Maybe,  thanks  to  Celia's  native  fluency  and 
nderstanding  of  cultural  nuance,  I  could  catch  the  real  flavor 
f  Yangtze  shipping,  plumb  its  lore.  An  Asian  Life  on  the 

ississippi}  With  a  billion  potential  readers? 

Me:  "How  do  you  maneuver  such  a  large  ship  into  such  a 
arrow  lock?" 

Captain:  "Very  carefully." 

We  docked  above  the  Gezhouba  Dam  at  Sandouping  and 
ot  on  buses  for  a  tour  of  the  Three  Gorges  Dam.  There  was 
us-tour-guide  humor:  "We  call  this  a  'dam  day.'  Hope  you  do 


not  think  I  am  'worst  dam  guide.'" 

No  Margaret  Bourke-White  photograph  could  turn  Three 
Gorges  Dam  into  a  LIFE  magazine  cover.  It's  a  blocky  structure 
blocking  a  gorge.  The  fluted  outside  wall  makes  it  slightly  (and 
it  is  to  be  hoped  not  ominously)  resemble  a  squat  World  Trade 
Center  tower.  The  thing  is  big,  bus-tour-guide-pun  big — 600 
feet  high  and  almost  a  mile  and  a  half  long.  By  2009  the  dam  will 
be  holding  back  more  than  ten  trillion  gallons  of  water.  Any  flaw 
in  its  construction  will  make  New  Orleans  after  Katrina  look  like 
somebody  didn't  quite  close  the  shower  curtain. 

Two  shipping  lanes  are  built  into  the  dam.  Passage  requires  a 
traverse  of  five  locks.  There's  also  a  ship  elevator  able  to  lilt  boats 
and  the  water  they  float  in,  16,000  tons  in  all.  Or,  rather,  it's  un- 
able to  lift  them.  After  the  ship  elevator  was  built,  it  was  discov- 
ered that  no  cables  are  strong  enough  to  hoist  it.  "German 
company  is  being  consulted,"  said  our  guide. 

China  is  still,  officially,  a  Communist  country,  in  a  confused 
way.  Mixed  signals  abound.  There  are  old  socialist  touches.  On 
top  of  the  monumental  dam  is  a  monument  to  the  dam.  It's  in 
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the  middle  of  a  parking  lot  full  of  the  Buicks,  VWs  and  Audis  of 
China's  new  capitalists.  Next  to  that  is  a  Buddhist  garden,  per- 
fect for  meditation,  except  loudspeakers  in  the  shrubbery  are 
playing  pop  songs. 

The  garden  was  perfect,  however,  for  a  confused  meditation 
on  the  Three  Gorges  Dam.  It  is  vehemently  condemned  by 
nosey,  whining  world-savers.  It  is  fervently  defended  by 
Communist  central  planners.  These  are  two  groups  that  are  usu- 
ally reliably  wrong.  And  they  both  have  good  arguments. 

Environmentalists  say  the  dam  will  destroy  the  Yangtze's  en- 
vironment, trapping  pollutants  and  waste  in  a  400-mile-long 
reservoir,  which  will  become  what  that  backpacking  world- 
savers'  bible,  the  Lonely  Planet  guide,  suggests  "could  well 
create. ..the  largest  toilet  in  the  world."  Having  spent  some  time 
peering  into  the  Yangtze's  waters,  I  don't  think  the  Tidy  Bowl 
Man's  job  can  get  any  harder.  According  to  a  Chinese  govern- 
ment brochure,  the  dam  has  technology  allowing  it  to  "store  clear 
water  and  discharge  muddy  water."  But,  in  the  matter  of  tech- 
nology and  the  Chinese  government,  there  is  that  phone  call  to 
the  Association  of  Big,  Thick  Cable  Manufacturers  that  no  one 
made  before  the  ship  elevator  was  built. 

Ecologists  say  the  dam  will  destroy  the  Yangtze's  ecology. 


Species  such  as  the  Yangtze  sturgeon  will  become  extinct.) 
There  are  no  fish  ladders  at  Three  Gorges  (or  fish  elevators, 
either).  Fish  won't  be  able  to  get  upriver.  But,  the  central  plan- 
ners point  out,  boats  will.  The  dam  project  clears  navigational 
hazards  for  a  thousand  miles  inland  on  a  river  with  so  muchj 
shipping  that  it  has  to  be  guided  from  what,  at  first  glance, 
seem  to  be  misplaced  airport  control  towers  along  its  banks. 
"There  is  disadvantage  to  the  fish,"  said  the  tour  bus  guide. 
"We  have  built  an  institute  to  solve  this." 

Human  rights  activists  say  the  rights  of  1.9  million  humans 
are  being  violated  in  forced  relocations  from  the  Yangtze 
valley.  The  central  planners  say  the  main  purpose  of  the  dam  is 
to  control  the  flooding  in  that  valley.  The  worst  flood  in  recent 
history,  in  1931,  terminally  violated  all  the  rights  of  three 
million  humans. 

The  dam's  26  hydroelectric  turbines  are  expected  to  supply  50 
percent  of  China's  electrical  power.  Although  that  is  Communist 
central  planner  math.  Maybe  the  central  planners  haven't  looked 
at  how  Beijing,  Shanghai  and  Guangzhou  are  lit  up  these  days- 
They  may  be  thinking  50  percent  of  electrical  power  when  it  was 
generated  from  the  static  of  Mao  jacket  sleeves  as  Little  Red 
Books  were  waved  in  the  air. 
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Anyway,  the  dam  is  built.  The  bus 
guide  said,  "Three  Gorges  are  beautiful, 
but  I  do  not  think  that  living  your  whole 
life  in  gorges  is  a  beautiful  thing." 

That  afternoon  the  Victoria  Star 
entered  the  Gorges.  They 
stretch  for  120  miles.  During 
the  next  24  hours  we  traveled 
though  the  Chinese  puzzle 
boxes  of  the  Xiling  Gorge,  between  the 
Great  Wall-dwarfing  2,950-foot  cliffs 
of  the  Wu  Gorge  and  up  the  five-mile 
opium  pipe  of  the  Qutang  Gorge,  where 
the  river  narrows  to  330  feet. 

I  consult  my  notes.  There  aren't  any.  I 
stood  at  the  rail,  reporter's  spiral-bound 
pad  at  the  ready,  but  I  couldn't  look  away 
long  enough  to  get  the  cap  off  my  pen. 

Sometimes  I  would  step  back  inside 
the  parlor  deck  where  the  Victoria  Stars 
private  river  guide,  Michael  Yang,  was 
giving  a  lively  commentary  to  the  pas- 
sengers. They  were  not  so  lively.  Three 
package  tours  of  Europeans  were  on 
board,  mostly  of  a  certain  age,  and  di- 
vided between  the  earnestly  dull  and 
the  simply  dull.  The  earnestly  dull  were 
deeply  concerned  with  the  fate  of  the 
Yangtze  sturgeon.  The  simply  dull  were 
like  a  house  party  in  an  English  murder 
mystery  without  the  murder. 

The  cruise  would  have  been  more  fun 
if  it  had  been  filled  with  Chinese.  For  the 

 — 
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tion  of  21st-century  China: 

First  Tourist:  "We  did  Shanghai,  Beijing  and  Xi'an  eight 
years  ago." 

Second  Tourist:  "Must  have  changed." 

First  Tourist:  "Traffic  is  horrendous." 

On  the  parlor  deck,  Michael  was  pointing  to  a  rock  formation 
off  the  port  bow.  It's  known  as  "Rhinoceros  Admiring  the 
Moon."  The  Chinese  have  a  different  way  of  looking  at  things. 
I  would  have  said  Bill  Clinton  giving  Newt  Gingrich  the  finger. 

"What  of  the  fate  of  the  Yangtze  sturgeon?"  asked  an  earn- 
estly dull  tourist. 

Between  the  Xiling  and  Wu  gorges  was  the  birthplace  of  the 
poet  Qu  Yuan  (c.  343-c.  289  B.C.).  Michael  said  that  Qy  Yuan 
drowned  himself  in  despair  over  the  political  policies  of  the  Qin 
Empire,  and  the  event  is  still  celebrated  all  over  China  in  the  an- 
nual Dragon  Boat  Festival.  Anybody  who's  known  a  politically 
minded  suicidal  poet  sympathizes  with  how  the  Chinese  feel. 
But  it  seems  harsh  to  make  a  national  holiday  out  of  it. 

I  liked  Michael's  commentary  best  when  fog  descended  on 
the  river  and  visibility  was  zero.  Then  Michael,  who  knew  ex- 
actly where  the  boat  was,  would  continue  his  discourse  anyway. 
It  took  me  back  to  the  days  of  being  stoned  in  the  classroom  of  a 
favorite  professor,  the  prof  going  on  in  a  very  entertaining  man- 
ner about  the  significance  of  something — maybe  the  poetry  of 
Qii  Yuan — that  I  couldn't  see  at  all. 

It  was  hard  to  sleep  that  night.  I  kept  getting  up  to  watch  the 
ship's  spotlights  sweep  the  sides  of  the  gorges.  Along  the  river 
verge,  the  lights  shone  on  gutter-wide  towpaths  that  had  been 
cut  into  the  cliffs  in  the  days  when  Yangtze  shipping  was  roped 
to  naked  laborers  and  yanked  upstream.  Another  picturesque 
feature  of  the  Three  Gorges  was  about  to  be  sacrificed  to  eco- 
logically woeful  navigational  channels  and  their  polluting  boat 
engines — doubtless  with  the  approval  and  applause  of  a  million 
Yangtze  boatman  ghosts. 
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revious  two  weeks,  Celia  had  been  helping  me  interview 
lainland  entrepreneurs  and  industrialists.  Their  parties  don't 
eed  a  homicide  to  make  them  interesting.  The  Victoria  Line  is 
opular  with  Mainlanders,  but  they  prefer  the  downstream  trip 
irough  the  Gorges.  It's  one  day  shorter  and  lets  them  get  their 
isure  time  in  more  quickly.  "Everyone  on  the  Mainland,"  Celia 
id,  "is  in  a  hurry  these  days." 

Coming  back  from  the  dam  tour  I'd  overheard  two  of  the 
mply  dull  tourists  discuss  the  social  and  economic  transforma- 


THE  NEXT  DAY,  WHEN  WE  EMERGED  FROM  THE  THREE 
Gorges,  Michael  had  everyone  go  to  the  stern  and  hold  up  a  ten- 
yuan  bill.  There,  on  the  back,  were  two  almost-conjoined  moun- 
tains, like  a  pair  of  rugged  Yangtze  boatman  hands  about  to  clap, 
forming  the  gate  to  the  Qutang  Gorge.  The  engraving  looked 
exactly  like  what  we  saw  from  the  taffrail  except  slightly  taller,  be- 
cause it  was  engraved  a  while  ago.  Celia  said,  "Mainlanders  would 
be  keeping  their  eye  on  the  ten  yuan." 

The  Victoria  Star  has  no  casino,  video-game  room,  hot  tub, 
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wave  pool,  climbing  wall,  jogging  track  or  character  actors  in 
mouse  costumes,  and  those  were  just  some  of  the  wonderful 
things  about  it.  The  Cruise  Directors,  Jenny  Goodman  and  Bob 
Shigo,  actually  give  useful  directions  instead  of  taking  the  Poseidon 
movie  director  approach  and 
turning  the  boat  upside-down  to 
keep  everyone  busy. 

Jenny  is  fluent  in  Mandarin 
and  looks  like  a  lass  in  a  Robert 
Burns  ballad.  The  combination 
produces  startled  effects  when 
she  travels  in  hinterland  China, 
as  if  George  W.  Bush  all  of  a  sudden  spoke  English 
The  food — Western  and  Chinese — was  good.  The  latter 
was  somewhat  tame,  which  was  also  good.  The  Mainland's  en- 
trepreneurs and  industrialists  are  a  hospitable  bunch.  Celia  and 
I  had  been  almost  banqueted  to  death  on  local  delicacies.  (Duck 
tongue  is  good.  Duck-foot  webs  are  less  so.  Donkey  meat  tastes 
like  corned  beef.  Chicken  stomach  boiled  in  hot  pepper  sauce 
tastes  better  than  it  looks.)  It  was  a  profound  relief  to  lift  the  lid 
of  a  serving  platter  and  discover  lo  mein. 

Celia  practiced  tai  chi,  got  a  foot  massage,  flew  kites  from  the 
top  deck  (losing  one  in  a  suspension  bridge  that  has  loomed 
lower  since  the  Yangtze  began  to  rise)  and  went  to  a  cabaret  show 
of  traditional  Chinese  music  and  folk  dance  with  Broadway 
improvements  by  former  drama  student  Bob  Shigo.  I  made  the 
acquaintance  of  highly  skilled  chief  bar  steward  Ricky  Yang. 

And  I  stared  at  the  shore.  The  ordinary  sights  of  the  Yangtze 
are,  in  some  ways,  more  extraordinary  than  the  Three  Gorges. 
The  terracing  on  the  hillsides  could  have  been  done  for  artistic 
effect.  But  it  wasn't.  The  stones  of  the  walls  were  carried  and 
stacked,  generation  after  generation,  to  make,  in  some  places,  no 
more  than  a  flower  box  of  level  soil  for  crops.  The  overwhelming 


fled  by  collectivizations,  Great  Leaps 
Forward,  Cultural  Revolutions  and  Open 
Doors  as  I  am.  I  asked  Michael  Yang,  our 
river  guide,  who  was  born  in  1977,  after 
things  had  begun  to  get 
normal,  about  the  high- 
lands above  the  terraced 
farms.  The  forested  hills 
of  the  Yangtze  valley  lacked 
something,  namely  forests. 
"They  were  cut  down  to 
feed  backyard  blast  fur- 
naces during  Mao's  attempt  to 
match  U.S.  steel  production,"  Michael 
said,  sounding  puzzled. 

Maybe  the  Three  Gorges  Dam  is  an- 
other such  folly,  but  some  of  its  side  effects 
are  more  visually  attractive.  I  got  to  watch  a 
lot  of  horrible  1960s  and  '70s  Communist 
architecture  being  demolished  to  make 
way  for  the  rising  water. 

We  went  ashore  at  Fengdu  to  visit 
Snowy  Jade  Cave,  which  occupies  the 
whole  interior  of  a  small  peak.  Traveling 
through  it  is  like  an  inside-out  mountain 
hike.  The  cave  was  discovered  in  1986, 
opened  to  the  public  in  2004  and  appears  in 
none  of  the  guidebooks  I've  consulted.  This 
is  just  as  well.  The  cave  contains  millions 
of  calcite  crystals.  There's  a  certain  kind 
of  American  tourist  who  believes  crystals 
make  something  special  happen,  and  I 
don't  want  to  be  near  that  tourist  when 
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economic  power  that  is  modern  China  all  grew  from  these  thin 
margins  of  subsistence.  And  the  power  is  visible  everywhere.  A 
fishing  village  of  six  stone  hovels,  without  a  road  in  or  any  sign 
of  plumbing,  displayed  five  satellite  dishes. 

Even  an  instant!)  expert  American  reporter  can't  tell  what  the 
Chinese  themselves  think  about  all  the  socioeconomic  switch- 
backs they've  been  through  since  1949.  Perhaps  they're  as  baf- 


every  one  of  those  special  things  starts  to  happen  to  her  all  at  once. 

The  interior  is,  as  the  cave's  name  implies,  white.  The  crys- 
tals are  formed  into  Sun  Valley  mogul  fields,  peels  of  New 
England  birch  bark,  backyard  clothesline  bedsheet  billows,  Dairy 
Queen  swirls,  diner  mugs,  urinals  and  stalactites  and  stalagmites 
ranging  in  shape  from  bang  fringe  to  obscene  personal  vibrator. 
Obviously  Snowy  Jade  Cave  had  been  discovered  too  late  tq 
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■Inspire  China  the  way  Three  Gorges  did.  The  names  in  the  cave 
ipad  a  Chinese  touch,  however.  One  scenic  area  was  called 
Ifilmprove  Your  Life." 

n  our  last  evening  aboard  ship,  Michael  Yang  gave 
a  lecture  that  could  have  been  called  the  same 
thing,  though  he  titled  it  "Modern  China."  He 
used  his  family  as  the  paradigm. 

In  the  1970s  his  parents,  between  them,  made 
0  yuan  a  month,  or  about  $6.50.  The  government  assigned  all 
bs,  and  the  assignments  lasted  forever.  Michael's  father  was  a 
ck  driver.  In  the  1980s  he  struck  a  deal  with  the  government- 
wned  trucking  company  to  lease  a  truck  for  ten  percent  of  his 
rofits.  In  a  few  years  he'd  made  80,000  yuan,  enough  to  buy  a 
ouse.  Ten  yuan  was  still  the  largest  banknote.  Michael's  father 
rought  home  the  money  in  a  big  bundle,  and  Michael's  mother 
ought  he  stole  it.  They  were  the  first  people  in  their  neighbor- 
ood  to  have  a  refrigerator. 

The  business  went  under  in  the  economic  downturn  after 
iananmen  Square.  But  Michael's  parents  moved  to  a  remote 
'llage,  worked  day  and  night,  and  built  a  small  tourist  resort, 
hey' re  doing  well  again  now.  Michael  is  a  chemical  engineer, 


biding  his  time  until  America  is  over  its  9/11  xenophobia  so  he 
can  get  a  visa  and  finish  his  graduate  work. 

"In  the  1980s,"  Michael  said,  "if  a  family  owned  a  wristwatch, 
a  bicycle  and  a  sewing  machine  they  were  considered  rich.  In  the 
1990s  it  was  a  color  TV,  a  refrigerator  and  air-conditioning.  Now 
it's  a  house,  car,  computer  and  mobile  phone." 

Michael  offered  to  answer  questions.  In  the  audience  was  one 
of  the  earnestly  dull  tourists.  She  wore  sensible  shoes,  craft  jew- 
elry and  a  smug  expression.  "What  of  the  fate  of  Tibet?"  she 
asked,  and,  "Aren't  income  disparities  widening?"  and,  "If  things 
are  so  much  better  in  China,  why  the  long  queue  of  Chinese  out- 
side Mao's  tomb?" 

I  wanted  to  say,  "They're  making  sure  he's  dead."  Michael 
gave  a  polite  answer  about  the  nostalgia  of  older  people  for  sim- 
pler times.  "But,"  said  the  tourist,  "who  has  been  hurt  by  this 
rapid  economic  development?" 

Michael  didn't  know  what  to  say.  He  had  the  same  look  on 
his  face  as  I'd  had  when  I  first  saw  the  Three  Gorges.  Now 
he  knew  what  made  Europe  so  damned  European.  • 

Victoria  River  Cruises  sails  between  Yichangand  Chongqing  March 
through  December.  (800)  348-8084,  www.victoriacruises.com. 
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)amier  Azur  canvas-and-leathcr 
.iggage,  from  $620  to  $5,500, 
y  Louis  Vuitton.  Mink  shawl  by 
Slobal  Fur  Group.  $3,295. 
opposite:  100  Assouline  books 
i  a  limited-edition  trunk,  $11,495; 
anvas-and-leather  briefcase,  gum 
1,800;  and  customized  wallet, 
645;  by  Goyard.  Umbrella  by  Paul 
tuart.  $287.  Shoes  by  Christian 
-ouboutin.  $570.  Photographed 
t  the  Jumeirah  Essex  House, 
Jew  York.  Prices  approximate;  for 
etails,  see  page  203. 
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Take  It  With  You 

True  luxury  travel  provides — or  packs — 
mm   all  the  comforts  of  hdfflte. 


HE 


'4- 


in  aviation  circles  that  most  nonpilots  recognize  only  two  kinds 
of  airplane:  a  big  one,  the  747,  and  a  small  one,  the  Piper  Cub. 
The  747  remains  memorable  because,  well,  who  doesn't  recall 
their  first  attack  of  claustrophobic  suffocation  pinned  in  a  middle 
coach  seat  on  that  junior-year  trip  to  Europe?  The  Cub,  on  the 
other  hand,  is  impossible  to  picture  without  thinking. .  .freedom. 

For  more  than  80  years  the  Piper  has  been  a  fixture  at  grass 
airfields  across  America,  a  lightweight  "tail  dragger"  recogniz- 
able by  its  vibrant  yellow  paint  job  and  lightning-bolt  stripes. 
In  the  1940s,  at  the  height  of  its  popularity,  almost  1,500  Cubs 
a  month  were  being  sold — a  pretty  good  run  that  eventually 
turned  downward  until  the  Piper  Aircraft  company  finally  ran 
out  of  gas  in  1995. 

Two  years  ago  a  little  Sulphur  Springs,  Texas,  outfit  sum- 
moned the  Piper  back  from  aviation  extinction  and  began  build- 
ing what  it  calls  the  American  Legend  Cub,  a  plane  that  is,  for 
all  outward  appearances,  a  Piper  Cub,  right  down  to  the  sound 
of  the  engine,  but  cleverly  improved  and  technologically  superior 
to  its  spindly  ancestor. 

"People  will  glance  at  one  of  the  new  Legends  and  say,  'Gosh, 
what  an  incredible  restoration  you've  done  on  that  old  Cub,' "  says 
Jim  Wilson,  a  Legend  owner  who,  by  the  way,  took  the  marvelous 
photographs  for  this  story.  "You  love  to  hear  that  sort  of  thing." 


There  were  a  number  of  variations  over  the  years  on  the  orig 
inal  Piper  Cub  that  first  came  out  of  William  T.  Piper's  factory 
in  Bradford,  Pennsylvania,  in  1931.  The  best-known  and  most  led 
popular,  however,  was  the  J-3.  It  sold  for  $1,300  in  1938  and  had 
an  astonishingly  puny  40  hp  engine — there  are  bigger  lawn 
mowers  today — and  subsequent  models  were  used  mainly  foi 
crop  dusting  and  pilot  training.  Because  it  flew  "low  and  slow," 
the  J-3  was  also  ideal  for  backwoods  sportsmen  and  search-and- 
rescue.  Piper  eventually  sold  more  than  20,000  J-3s. 

The  plane  was  not  without  its  idiosyncrasies,  however.  Foil  1-m 
one  thing,  its  fuel  tank  was  mounted  (ominously)  between  the 
pilot  and  the  engine  itself,  meaning  that  the  J-3  had  to  be  flown 
from  the  backseat  in  order  to  counterbalance  the  weight  of  a  ful 
tank.  That  didn't  do  much  to  improve  the  pilot's  view.  What 
more,  the  cockpit  didn't  offer  a  lot  of  shoulder  room,  nor  was 
there  good  visibility  of  the  airspace  above  the  plane. 

"All  of  the  improvements  we  made  in  the  new  model  wen 
fairly  subtle  but  significant,"  says  Tim  Elliott,  who,  along  witl 
Darin  Hart,  cofounded  the  American  Legend  Aircraft  company 
"We  weren't  out  to  remake  a  sleek  and  fancy  Piper.  We  wanteG  ioi 
to  keep  it  about  the  flying  experience." 

In  2004  Hart  and  Elliott  traveled  to  the  famed  Oshkosl 
Air  Show  looking  to  purchase  a  do-it-yourself  J-3  kit  planf 
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People  will  glance  at  one  of 
the  new  Legends  and  say,  'Gosh,  what 
an  incredible  restoration  %  a 
you've  done  on  that  old  Cub.'  /  / 


were  told  the  wait  would  be  18  months.  When  the  FAA 
ddenly  rewrote  rules  for  light  plane  construction,  the  two 
:cided  it  just  might  be  more  exciting — and  profitable — to 
lild  from  scratch.  Not  the  J-3  itself,  but  an  aircraft  inspired 
y  the  old  Piper. 

Using  3-D  computer  design  technology,  Elliott,  a  software 
)mpany  owner,  and  Hart,  a  designer  of  interiors  for  corpo- 
te  jets  (they've  both  kept  their  day  jobs),  began  imagining 
le  Legend.  The  cockpit  was  made  three  inches  wider.  Two 
1 -gallon  fuel  tanks  were  moved  up  into  the  wings,  meaning 
at  the  pilot  would  now  be  able  to  fly  from  the  front  seat, 
e  could  also  see  above  the  plane,  thanks  to  a  wider  Plexiglas 
indow  between  the  wings.  Best  of  all,  the  creators  added  a 
ft  side  door — the  original  Cub  had  only  a  right  door — mean- 
g  that  the  plane  could  be  flown  with  both  doors  wide  open, 
ow  that's  freedom. 

"I  bought  some  other  upgrades  as  well,"  says  Rich  Giannotti, 
New  York-area  pilot  who  last  year  took  delivery  of  Elliott  and 
art's  first  Legend  and  has  already  logged  a  remarkable  140 
jurs  in  flight  time.  "Bigger  tires,  radio,  metal  prop,  leather 
ats.  It's  a  very  comfortable  plane  to  fly  now." 

Other  improvements  over  the  old  J-3  are  a  100  hp  engine — 
120  hp  is  optional — with  an  electric  starter.  (The  original 
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J-3  had  to  be  hand-cranked.)  The  Legend  comes  with  a  choice 
of  landing  gear,  pontoons  or  skis.  Pilots  can  choose  from  a 
variety  of  modern  avionics  displayed  on  a  dashboard  in  either 
up-to-date  video  or  old-style  gauges.  A  parachute  is  also  avail- 
able, although  the  plane  will  glide  as  gently  as  a  maple  leaf  even 
with  a  dead  engine. 

And  how  much  fun  is  it  to  fly?  On  a  summer  afternoon  not 
long  ago,  Giannotti  decided  to  fly  his  Cub  up  to  Massachusetts 
from  his  home  airfield  on  Long  Island.  He  flew  at  3,500  feet 
outward  bound,  but  at  only  about  1,000  feet  on  the  way  home — 
with  both  doors  open. 

"At  below  1,500  feet  you  tend  to  pay  more  attention  to  the 

ground,"  he  says.  "You  can  smell  leaves  burning,  landfills.  You 

see  people  waving.  This  isn't  the  plane  for  you  if  you're  in  a 

hurry.  Its  top  speed  is  only  95  miles  per  hour,  and  you  can  fly  it 

as  slowly  as  35  miles  per  hour.  All  the  way  home  I  flew  along 

.  . .  _.  the  Long  Island  beaches  looking  down  at 

Lett  to  right:  Short  6.      .    .       T   ,  ° 

take-offs  will  make       waves  and  sunbathers.  It  doesn  t  get  any 

you  feel  like  a  cub  better  than  that."  • 
again;  old-style 

cockpit  wit  mo  ern  The  American  Legend  Cub  ranges  in  price  from 
avionics;  left  and  6  ,  , 

right  doors  allow  for  $84,000  to  $125,000,  depending  on  ophonsand 

docking  on  either  side,   paint  scheme.  See  details  at  www.legend.acro. 
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Machu  Picchu  had  long  been  on  my  "Things  to  See  Before  I  Die"  list,  but  for  some  rea- 
son had  never  moved  up  into  the  top  three  (#3:  the  annual  coral  spawn  on  the  Great  Barrier 
Reef;  #2:  the  aurora  borealis;  #1:  Donald  Trump  evincing  modesty).  So  when  my  friend, 
boon  companion  and  personal  physician  Dr.  P.  Melocoton  announced  that  she  had 
reserved  a  suite  at  the  Sanctuary  Lodge  for  the  full  moon,  I  replied,  "  j  Vdmanos!"  More  or 
less  what  Pizarro's  conquistadors  said  upon  hearing  that  the  Incan  cities  here  were  paved 
with  gold.  "What  a  splendid  time  we  shall  have  kidnapping,  torturing  and  burning  alive 
their  leaders,  to  say  nothing  of  raping  their  women,  looting  the  country  and  destroying 
the  last  of  a  7,000-year-old  line  of  civilizations — all  in  the  name  of  the  one  true  faith!" 


My  own  paraphrase,  admittedly,  but  it  will  be  recognizably 
accurate  to  anyone  who  has  read  historian  William  Prescott's 
masterpiece,  History  of  the  Conquest  of  Peru.  The  book  was  pub- 
lished in  1847,  while  the  United  States  was  engaging  in  its  own 
conquistadorial  endeavor,  storming  the  heights  of  Chapultepec 
in  Mexico  City  and  annexing  California,  Utah,  Arizona,  great 
tranches  of  Colorado  and  Wyoming,  and  another  heaping 
helping  of  Texas.  Just  to  show  we  were  good  sports  about  it,  we 
renamed  one  purloined  chunk  "New  Mexico."  So  whatever  um- 
brage we  direct  at  Pizarro  and  his  merry  band  of  gold-drunk  cav- 
aliers needs  to  be  taken  with  a  large  grain  of  salt.  But  Prescott's 
history  of  Peru's  tragedy  is  remarkable  not  only  for  its  contem- 
poraneous anti-imperialist  flavor.  A  century  and  a  half  later,  it  is 
still  authoritative,  and  its  protein-rich  19th-century  prose  is  writ- 
ing to  raise  the  hairs  on  your  arms.  {"Thus  by  the  death  of  a  vile 
malefactor  perished  the  last  of  the  Incasl")  Then  there's  the  small  de- 
tail that  it  was  written  by  a  blind  man.  Prescott  lost  vision  in  one 
eye  following  a  food  fight  in  a  Harvard  College  dining  hall;  he 
lost  the  other  the  following  year  due  to  a  congenital  condition. 
He  went  on  to  write  the  definitive  histories  of  the  conquests  of 
Mexico  and  Peru.  My  dog-eared  copy  was  the  first  thing  I 
packed  in  my  overnight  bag.  Dr.  Melocoton  was  in  charge  of  the 
altitude-sickness  drugs. 

ima's  virtues  do  not  immediately  reveal  themselves  to 
the  first-time  visitor.  The  ride  from  the  airport  to  Mira- 
flores — the  city's  answer  to  Baghdad's  Green  Zone — 
put  me  in  mind  of  those  movies  where  the  arriving 
gringo's  motorcade  is  suddenly  blocked  by  a  truck  while 
men  in  ski  masks  scamper  across  the  flanking  rooftops 
firing  rocket-propelled  grenade  launch- 
ers. It  is  a  sprawling  city  of  more  than 
eight  million.  Less  than  ten  millime- 
ters of  rain  falls  on  it  per  year,  and  the  cold  Humboldt  cur- 
rent produces  a  sort  of  dirty  gray  mist  called  lagarua  that 
envelopes  the  city  for  months  at  a  time.  The  nicest  res- 
idential neighborhood  is  a  continuous  strand  of  con- 
certina wire  and  spiked  gates.  The  private  security  guards 
wear  flak  jackets.  Ready  to  move  there? 

Millions  moved  to  Lima  during  the  late  '80s  and  early 
'90s,  in  the  heyday  of  Sendero  Luminoso  terrorism.  Then-  fH 
President  Alberto  Fujimori,  the  son  of  Japanese  immi- 
grants, succeeded  in  capturing  Shining  Path's  leader,  Abimael 
Guzman,  a  nasty  cross  between  Mao  Tse-Tung  and  Charles 
Manson.  He  and  hundreds  of  his  sanguinary  ilk  were  locked  up 
for  life.  During  his  ten-year  reign,  Fujimori  also  built  schools, 
hospitals  and  roads,  improved  services,  eliminated  hyper-infla- 
tion and  generally  brought  the  country  back  from  the  abyss.  This 
being  Latin  America,  there  is  an  arrest  warrant  out  for  him  on 
charges  of  corruption  and  human  rights  violations.  Fujimori 
was  apprehended  in  Chile  not  long  after  I  was  there  and  awaits 
extradition.  Meanwhile,  Peru  reelected  Alan  Garcia,  whose  ac- 
complishments as  president  in  the  '80s  included  an  inflation  rate 
of  more  than  7,000  percent. 

Owing  either  to  a  misunderstanding  or  to  Dr.  Melocoton's 
prominence,  we  were  installed  in  Room  1002 — one  of  the 


Presidential  Suites — at  the  Miraflores  Park  hotel.  It  has  a  con 
dor's-eye  view  of  the  sea  and  city,  a  pool  on  the  balcony,  a  Jacuzzi 
that  could  accommodate  four — perfect  for  summit  meetings — 
and  a  large  sauna.  I  would  have  been  content  to  abandon  our 
ten-day  itinerary  and  remain  in  1002,  filing  colorful  dispatches 
back  to  my  editor,  Cooke,  in  New  York.  {"The  fierce  jungle  sun 
beat  down  on  us  unrelentingly  as  the  anaconda  slithered  lethally  to 

ward  our  sinking  dugout  ")  The  next  day,  on  our  way  to  view 

Pizarro's  remains,  the  obligatory  cathedral  and  near-2,000-year 
old  erotic  potteries,  our  guide  mentioned  that  Room  1002  had 
recently  been  inhabited  by  Claudia  Schiffer.  He  knew  this 
arresting  fact  because  it  had  fallen  to  him  to  vet  it  so  as  to  ensure 
that  it  was  up  to  the  standards  of  a  German  supermodel.  Peru, 
now  as  in  the  old  days,  has  always  seen  to  the  comforts  of  the 
VIP.  That  first  night,  drifting  off  to  the  sound  of  the  Pacific  surf 
pounding  against  the  coast  below,  I  read  in  Charles  Mann's  fine 
book  1491:  New  Revelations  of  the  Americas  Before  Columbus  that 
the  Inca  considered  the  ground  too  dirty  to  receive  the  saliva  of 
the  emperor,  "so  he  always  spat  into  the  hand  of  a  courtier."  I 
don't  know  if  this  courtesy  was  offered  Ms.  Schiffer,  but  doubt- 
less there'd  have  been  volunteers. 

In  the  Cathedral  of  Lima,  we  stood  in  front  of  Pizarro's  tomb. 
A  glass  case  atop  an  ornate  altar  encloses  his  rather  small  wooden 
coffin,  along  with  a  box  inscribed,  Aqui  yace  el  marquez  gob- 
ernador  don  francisco  pizarro  ("Here  lies  the  head  of  the 

Marquis  ").  I've  visited  the  final  resting  places  of  a  number  of 

historical  rotters,  including  Lenin  and  Stalin.  I  try  to  refrain  from 
posthumous  hectoring  on  the  banks  of  the  River  Styx,  but  an  at 
titude  of  reverence  doesn't  seem  apt.  Pizarro  brought  death,  de 
struction  and  disease.  Charles  Mann  notes  that  European-borne  fa 
diseases  may  have  wiped  out  as  many  as  nine  out  of  ten  Peruvians 
in  the  16th  century.  A  fine  legacy.  But  as  Prescott  tells  it,  the  old 
conquistador  died  like  a  cavalier.  He  was  assassinated  by  a  rival 
faction  of  Spaniards  in  1541,  just  across  the  square 
from  here,  less  than  a  decade  after  he  duplicitously 
murdered  the  last  Inca  ruler,  Atahuallpa.  He 
fought  his  attackers  with  bravado,  and  the  story 
goes  that  as  he  died,  he  drew  a  cross  on  the 
floor  in  his  own  blood  and  bent  down  to  kiss  it 
"A  grave  was  hastily  dug  in  an  obscure  cor- 
ner [of  the  cathedral],  the  services  were  hurried 
through,  and,  in  secrecy,  and  in  darkness  dispelled 
only  by  the  feeble  glimmering  of  a  few  tapers  furnished  by  these 
humble  menials,  the  remains  of  Pizarro,  rolled  in  their  bloody 
shroud,  were  consigned  to  their  kindred  dust.  Such  was  the  mis- 
erable end  of  the  Conqueror  of  Peru — of  the  man  who  but  a  fewl 
hours  before  had  lorded  it  over  the  land  with  as  absolute  a  sway 
as  was  possessed  by  its  hereditary  Incas  ...  he  perished  like  ai 
wretched  outcast.  'There  was  none,  even,'  in  the  expressive  lan-1 
guage  of  the  chronicler,  'to  say,  God  forgive  him!'" 

The  balance  of  the  afternoon  we  spent  staring  at  1,800-year-  fieri 
old  ceramic  depictions  of . . .  I'll  let  the  captions  speak  for  them- 
selves: "Low  relief  scene  of  intercourse  between  the  male  divinity 
and  a  woman";  "Dead  Man  Masturbating"  (Sean  Penn's  nextl 
movie?);  "Copulating  Frogs"  and  "Copulating  Rodents."  The 
latter  specimens  are  human  and  amusing.  All  this  is  to  be  foundl 
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Opposite:  erotic  pottery, 
circa  800,  at  the  Rafael 
Larco  Herrera  Museum  in 
Lima.  This  page:  left,  the 
Cathedral  of  Lima,  which 
houses  the  tomb  of 
Pizarro,  below.  Bringer 
of  death,  destruction  and 
disease,  Pizarro,  bottom, 
was  murdered  himself. 
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t  the  "Sala  Erotica"  at  the  Rafael  Larco  Herrera 
xheological  museum,  along  with  some  45,000 
merotic  items.  We  flew  to  Cusco  early  the  next 
y,  our  feet  tingling  weirdly  from  altitude  pills. 
Cusco,  Pizarro's  hoped-for  El  Dorado,  nests  in  a 
dley  11,000  feet  above  sea  level.  At  our  hotel,  the 
rite  glorious  Monasterio,  they  will  pipe  oxygen 
to  your  room  for  an  extra  $25  a  day.  Sold.  The  first 
ght,  I  did  a  not-smart  thing  by  taking  a  painkiller 
or  the  altitude  headache)  along  with  my  eve 
ng  dose  or  Diamox  and  awoke  at  3  a.m.  to  what 
Scott  Fitzgerald  would  call  a  "dark  night  of  the  soul."  The 
inkiller,  Diamox  and  sleep  had  reduced  my  pulse  to  reptilian 
rels.  And  so  I  found  myself  in  a  dark  room  far  from  home, 
ammy  and  gasping  and  dreaming  of  gleaming,  brightly  lit 
nergency  rooms  with  salvific,  green-smocked  George  Clooneys 
irking,  "Give  me  10  ccs  of  lidocaine — now\ 
Dawn  broke  to  the  news  that  while  I  was  having  my  little  noc- 
rnal  moment  of  clarity,  a  tremendous  mudslide  had  glopped 
lto  the  railroad  tracks  that  lead  to  the  base  of  Machu  Picchu. 
his  would  retard  the  progress  toward  our  grail,  but  allow  the 
d  ticker  to  reboot  while  we  wandered  amidst  the  splendors  of 
d  Cusco. 

Cusco  was  the  Rome  of  its  day,  and  to  look  on  its  ruins 
pricancha,  the  Temple  of  the  Sun,  or  the  Cyclopean-scale 
rtress  of  Sacsayhuaman  on  the  heights  that  loom  above  the 
wn — is  to  feel  something  of  the  thrum  that  must  have  run 
rough  Shelley  when  he  thought  of  "Ozymandias."  Rome,  that 
in  a  quite  literal  sense. 

"In  1491,"  Charles  Mann  writes,  "the  Inka  ruled  the  greatest 


empire  on  earth.  Bigger  than  Ming  Dynasty  China,  bigger  than 
Ivan  the  Great's  expanding  Russia,  bigger  than  Songhay  in  the 
Sahel  or  powerful  Great  Zimbabwe  in  the  West  African  table- 
lands, bigger  than  the  cresting  Ottoman  empire... bigger  by  far 
than  any  European  state,  the  Inka  domination  extended  over  a 
staggering  32  degrees  of  latitude — as  if  a  single  power  held  sway 
from  St.  Petersburg  to  Cairo." 

It  was  also  one  of  the  shortest- 
lived  empires  in  history.  When  the 
Spaniards  arrived,  it  had  flourished 
for  less  than  one  hundred  years.  But 
its  achievements  were  great  and  in 
ways  surpassed  Europe's.  The  Inca 
erected  cities  on  mountainsides  that 
slope  at  65  degrees.  (San  Francisco's 
steepest  hill  is  31.5  degrees.)  They 
built  20,000  miles  ot  roadways,  some 
of  which  are  still  in  use.  Most  im- 
pressive of  all,  they  were  the  first 
empire  in  history  to  eradicate  hunger. 
All  this  they  managed  without  money, 
the  wheel,  writing  or  the  arch.  Sure, 
you  might  qualify  for  human  sacrifice, 
or  get  the  job  of  catching  the  em- 
peror's saliva,  but  all  in  all,  not  such  a 
bad  deal  by  16th-century  standards. 
It  must  have  been  something  to  take  your 
breath  away,  their  capital  city.  Pizarro  and  his  men, 
having  garrotted  Atahuallpa  and  massacred  thou- 
sands of  his  men,  entered  Cusco  on  November  15, 
1533.  In  Prescott's  telling:  ". .  .though  falling  short 
of  the  El  Dorado  which  had  engaged  their  cred- 
ulous fancies,  [the  city]  astonished  the  Spaniards 
by  the  beauty  of  its  edifices,  the  length  and  regu- 
larity of  its  streets,  and  the  good  order  and  ap- 
pearance of  comfort,  even  luxury,  visible  in  its 
numerous  population.  It  far  surpassed  all  they  had 
yet  seen  in  the  New  World." 

They  didn't  dillydally  sightseeing  or  soaking  up  the  local 
color,  but  instead  "lost  no  time  in  plundering. . .as  well  as  de- 
spoiling the  religious  edifices.  The  interior  decorations  supplied 
them  with  considerable  booty.  They  stripped  off  the  jewels  and 
rich  ornaments  that  garnished  the  royal  mummies  in  the  temple 
of  Coricancha.  Indignant  at  the  concealment  of  their  treasures, 
they  put  the  inhabitants,  in  some  instances,  to  the  torture,  and 
endeavored  to  extort  from  them  a  confession  of  their  hiding- 
places.  They  invaded  the  repose  of  the  sepulchres,  in  which  the 
Peruvians  often  deposited  their  valuable  effects,  and  compelled 
the  grave  to  give  up  its  dead.  No  place  was  left  unexplored  by  the 
rapacious  Conquerors. ..."  Nice  of  you  to  come  all  this  way.  How 
long  can  you  stay? 

There's  something  else  I'd  like  to  have  seen:  the  Incan  coun- 
terattack on  Cusco  three  years  later.  The  Spaniards  had  steel, 
gunpowder  and  horses,  but  the  Inca  had  slings,  and  according  to 
Mann,  they  could  hurl  rocks  with  sniperlike  accuracy  at  100  miles 
per  hour:  "In  a  frightening  innovation,  the  Inka  heated  stones  in 
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Apparel 
Ravazzolo 

Call  our  agent  for  the  US.:  Luciano  Moresco  & 
Co.,  Ltd  1-212-397-4300  or  visit 
vvwvv.ravazzolo.com 

Automotive 

Aston  Martin  North  America 

Aston  Martin  is  the  world's  most  exclusive 
sports  car  company.  Since  1914,  it  has 
created  motoring  legends  culminating  in 
today's  DB7  Vantage  and  V12  Vanquish. 
Call  1  -866-NA- Aston  or  visit 
www.astonmartin.coni 

Buick  Lucerne 

Visit  www.buick.com 
Hummer 

HUMMER  -  Like  nothing  else! 
Visit  www.hummer.com 

Camera  Video 

Leica 

Leica,  a  leader  in  creating  precision 
optical  photography  products,  is  changing 
the  face  of  digital  as  we  know  it,  designing 
products  for  the  artist  in  every  photographer. 
Call  1-800-222-0118  or  visit 
www.leica-camera.com 

Caribbean  Connections 

Barbados 

Visit  www.visitbarbados.org 

St  Maarten/St  Martin 

Visit  www.st-maarten.com  or 
www.sl-martin.org 

Turks  &  Caicos 

Visit  vvvvw.turksandcaicostourism.com 

United  States  Virgin  Islands 

Call  i-8()0-372-USVI(8784)  or  visit 
www.usvitourism.vi 

US  Airways 

Visit  www.usaii  vvaysvacations.com/caribbean 

Consumer  Electronics 
LG  Electronics 


Consumer  Products/Services 

Bigelow  Tea 

Find  an  ever  changing  array  of  distinctive 

tea-themed  gifts.  Discover  recipes  and 

entertainment  ideas  that  will  make  an 

occasion  memorable. 

Call  1-888-244-3569  or  visit 

www.bigelowtea.com 

Capresso 

Jura-Capresso  IMPRESSA  Z5 
The  first  and  only  automatic  coffee  center 
that  creates  cappuccinos  or  lattes  with  one 
push  of  a  button  without  moving  the  cup. 
Visit  www.capresso.com/fo 

Fragrances 

euphoria  men 

A  new  fragrance  from  Calvin  Klein. 
Masculine  and  provocative,  the  addictive 
scent  blends  crisp,  modern  freshness  and  a 
rich,  sexy  signature. 
Available  at  Macy's,  visit  macys.com 

Giorgio  Armani 

A  truly  seductive  fragrance  from  Giorgio 
Armani,  Armani  Code  combines 
elegance  and  daring  with  intensity  and 
subtlety  to  create  a  sophisticated 
fragrance  that  is  timelessly  sensual. 
Visit  www.giorgioarmaniparfums.com 

Silver  Shadow  Davidoff 

His  fragrance  is  his  signature,  a 
fascinating  shadow  of  his  personality. 
Introducing  Silver  Shadow  Davidoff,  a  new 
fragrance  tor  men.  A  masculine  mix  of 
Coriander,  Patchouli  and  Intense  Amber. 
Mysterious,  Intoxicating,  Unforgettable. 
Available  at  Macys,  visit  macys.com 

Hawaiian  Vacations 

Coco  Palms 

Visit  www.cocopalms.com 

1.  Kona  Village  Resort 

Located  on  Hawaii's  Big  Island.  Room  rates 
include  bountiful  meal  plans,  ocean  sports 
and  activities,  tennis  and  fitness  center. 
Discover  the  Hawaii  of  your  dreams. 
Call  1-800-367-5290  or  visit 
www.konavillaoc.com 


Prince  Resorts  Hawaii 

Call  1-866-PRINCE-6  or  visit 
www.PrinceResortsHawaii.com 

2.  ResortQuest  Waikiki  Beach  Tower 

Experience  the  pinnacle  of  privacy  and 
pampering,  breathtaking  ocean  views, 
all-inclusive  amenities,  and  an  attentive 
24-hour  staff  at  Waikiki's  only  luxury 
condominium  resort. 

Call  1-866-77-HAWAII  (774-2924)  or  visit  j 
www.RQWaikikiBeachTower.com 

Roy's 

Roy's  features  Hawaiian  Fusion  Cuisine  -  the 
freshest  local  ingredients,  European  sauces,  i 
bold  Asian  spices,  with  a  focus  on 
Fresh  Seafood. 

Visit  www.roysrestaurant.com 

Hotel 

Halekulani 

Halekulani,  on  the  beach  at  Waikiki,  blends 
the  magnificence  of  the  island's  beauty  and 
gracious  Hawaiian  hospitality.  The  Vera 
Wang  Suite  provides  an  extraordinarily 
unique  lifestyle  exprience. 
Call  1-800-367-2343  or  visit 
www.halekulani.com 

3.  Loews  Hotels 

Visit  www.LoewsHotels.com 

Mandarin  Oriental  Hotel  Group 

Mandarin  Oriental  Hotel  Group  the 
award-winning  owner  and  operator  of  some  j 
of  the  worlds  most  prestigious  hotels  and 
resorts,  and  renowned  for  exceptional  servicj 
standards. 

Visit  www.mandarinoriental.com 
Marriott 

You've  earned  it.  A  rewards  program  that 
rewards  you  for  exactly  who  you  are  and  hovj 
you  travel.  With  Marriott  Rewards,  you've 
earned  more  than  just  points. 
Visit  MarriottRewards.com 

Raffles  Hotel 

Visit  www.raffleshotel.com 
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Tourism 

13.  Bermuda  Department  of  Tourism 

Real  Estate 

10.  Peninsula  Papagayo 

premier  five-star  destination: 


ewelry/Watches 

Ireitling 

Ireitling  has  created  precision  timepieces 
ince  1884  and  continues  its  long  history  with 
le  aviation  world  where  accuracy,  technical 
inovation  and  reliability  are  critial. 
isit  www.Breitling.com 

Chopard 

or  141  years,  Chopard  has  created 
xceptional  timepieces  and  haute  jewelry 
the  world's  most  precious  materials, 
nter  the  "World  of  Chopard"  at 
ww.chopard.com  or  call  1-800-CHOPARD 

Masterpieces  of  French  Jewelry 

JCA  Art  Insurance  Corporation 

isit  www.axa-art.com 
oucheron 

isit  www.boucheron.com 
Artier 

isit  www.cartier.com 
red  Leighton 

isit  www.fredleighton.com 
ouis  XIII 

isit  www.remy.com 
VMH  Moet  Hennessy 
isit  www.lvmh.com 
iper  Heidsieck 
isit  www.piperheidsieck.com 
he  Citigroup  Private  Bank 
isit  www.citigrouppb.com 
an  Cleef  8c  Arpels 
isit  www.vancleef-arpcls.com 
euve  Clicquot 

isit  www.veuve-clicquot.com 

ark  City 
Deer  Valley  Resort 

isit  www.deervalley.com/forbes 

St  Regis  Deercrest 

isit  stregisresidences.com/deercrest 

Stein  Eriksen  Lodge 

isit  www.steinlodge.com 

The  Canyons  Resort 

isit  www.lhecanyons.com 

Utah  Governor's  Office  of  Economic 
evelopment 

isit  www.goed.utah.gov 


9.  Westgate  Park  City 

Visit  www.westgatepc.com 


Costa  Kica 
luxury  residences  and  estate  sites,  private 
Arnold  Palmer  Signature  golf,  Four  Seasons 
Resort,  upcoming  beach  club,  spa,  marina, 
marina  village. 

Contact  toll-free  1-866-703-7444  or  visit 
www.peninsulapapagayo.com 

Residential  Cruise  Line 

For  200  fortunate  owners,  the  entire  planet  is 
now  home.  Presenting  Magellan,  the  most 
extraordinary  residential  experience  ever 
conceived.  Fractional  ownership  from 
$156K.  Full  ownership  from  $1,875  Million. 
Call  1-48Q-497-8833  or  visit 
www.ResidentialCruiseLine.com 

11.  The  Residences  at  Kapalua  Bay 

Alluringly  placed  along  the  ocean's  edge, 
The  Residences  at  Kapalua  Bay  will  redefine 
luxury  island  living.  These  gracefully 
appointed  diree  and  four  bedroom 
Residences  are  positioned  to  take  f  ull 
advantage  of  unrivaled  views. 
Visit  www.KapaluaBay.com 

12.  The  Ritz-Carlton  Club,  Kapalua  Bay 

Introducing  the  first  Ritz-Carlton  Club  in  the 
Hawaiian  Islands.  Enjoy  your  own  two  or 
three  bedroom  Club  Residence  created  by  the 
company  renown  for  service  and  hospitality. 
Visit  www.KapaluaBay.com 

Retail 

Allen-Edmonds 

Handcrafted  in  the  United  States  since  1922, 
Allen-Edmonds  is  the  premier  manufacturer 
and  marketer  of  men's  business  and  casual 
footwear  and  accessories. 
Call  1-800-233-2348  or  visit 
www.allenedmonds.com 

Davidoff 

To  purchase  Davidoff  handmade 
premium  cigars  and  cigar  accessories,  visit 
www.davidoffmadison.com  or  lo  find  the 
nearest  Davidoff  store  location, 
call  1-800-213-2340 


Bermuda  is  a  chic  island  escape  where 
visitors  "feel  the  love"  on  famous 
pink-sand  beaches,  turquoise  waters, 
and  with  the  friendliest  people  on  Earth. 
Call  1  -800- Bermuda  or  visit 
www.bermudatourism.com 

Sentosa  Leisure  Group 

Visit  www.sentosa.com.sg 

Travel 
Air  France 

Air  France  offers  hundreds  of 

destinations  around  the  world, 

throughout  Fkirope,  the  Middle  East,  Africa 

and  Asia,  via  Paris. 

Call  1-800-237-2747  or  visit 

www.airfrance.com/us 

British  Airways 

We  offer  you  softer  flat  beds  for  a  deeper 
sleep.  And  for  extra  comfort,  we  included 
plumper  pillows  and  cozier  blankets. 
Business  class  is  different  on  British  Airways. 
Call  1-800- AIRWAYS 

Cirrus  Design  Corporation 

Visit  www.cirrusdesign.com 
Crystal  Cruises 

Discover  for  yourself  why  Crystal  Cruises 
has  been  named  the  World's  Best  Large 
Ship  Cruise  Line  nine  years  running. 
Call  1-866-569-7200  or  visit 
wwwcrystalcruises.com  for  a 
complimentary  brochure. 

Marquis  Jet 

Visit  www.  marquisjet.com 

Monaco  Government  Tourist  Office 

The  Principality  of  Monaco,  as  grand  as 
ever...and  yet  suprisingly  affordable! 
Experience  a  place  where  romance, 
royalty,  history  and  magic  all  unite.  For 
exclusive  packages  at  extraordinary  rales 
go  to  www.MonacoAuction.com 
Call  1-800-753-9696  or  visit 
www.visit-monaco.com 
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campfires  until  they  were  red-hot,  wrapped  them  in  pitch-soaked 
cotton,  and  hurled  them  at  their  targets.  The  cotton  caught  fire 
in  midair.  In  a  sudden  onslaught  the  sky  would  rain  burn- 
ing missiles.  During  a  counterattack  in  May  1536  an  Inka 
army  used  these  missiles  to  burn  Spanish-occupied  Qpsqo 
to  the  ground.  Unable  to  step  outside,  the  conquistadors 
cowered  in  shelters  beneath  a  relentless,  weeks-long  barrage  of 
flaming  stone.  Rather  than  evacuate,  the  Spaniards,  as  brave  as 
they  were  greedy,  fought  to  the  end.  In  a  desperate,  last-ditch 
counterattack,  the  Europeans  eked  out  victory." 

As  we  walked  to  the  main  entrance  of  the  cathedral,  I  noticed 
a  sign  indicating  room  of  the  inquisition.  Our  guide,  Edgard 
Mendivil,  a  deeply  learned  man,  explained  that  this  had  formerly 
been  a  museum.  "But  they  finally  thought  it  was  strange  to  have  a 
museum  showing  instruments  they  killed  people  with  in  the  name 
of  God,  so  they  closed  it  and  now  it's  a  shop."  I  didn't  ask  if  you 
can  buy  miniature  iron  maidens  or  Torquemada-themed  scarves. 
The  perfect  gift  for  that  special  heretic. 

A  few  years  ago,  a  16th-century  papal  bull  was  found  in 
Seville.  It  officially  designated  Pizarro's  chaplain,  a  Dominican 
friar  named  Vicente  Valverde,  as  leader  of  the  expedition.  So  it 
was  technically  his  party.  Open  Conquest  of  Peru  to  any  random 
page  and  you  will  find  the  good  friar  explaining  the  Trinity  to 
some  Inca  as  the  flames  lick  his  ankles.  In  their  first  encounter, 
the  otherwise  hapless  emperor  Atahuallpa  had  the  good  sense  to 
tell  this  malefic  ecclesiastical  busybody  to  go  stuff  his  Trinity.  At 
their  last,  Valverde  generously  offered  to  commute  Atahuallpa's 
death  sentence  from  immolation  to  strangling — provided  he 
stopped  being  so  obdurate  about  the  Trinity  and  opted  for  the 
full  conversion  package.  Yet  another  Inca,  this  one  named 
Challcuchima,  didn't  get  off  so  easily. 

"Father  Valverde  accompanied  the  Peruvian  chieftain  to  the 
stake,"  Prescott  writes.  "He  seems  always  to  have  been  present  at 

this  dreary  moment,  anxious  to  profit  by  it  "  Not  the  sort  of 

padre  you  want  on  the  other  side  of  the 
screen  at  Saturday  afternoon  confession. 
Valverde  was  eventually  slaughtered  in 
1541 — not  a  windfall  year  for  the  Pizarro 
party,  it  appears — by  some  evidently  anti- 
Trinitarian  Indians.  His  cross  survives. 
It's  mounted  above  one  of  the  altars  in 


Our  itinerary  was  arranged 
by  the  very  capable 
firm  of  Abercrombie  &  Kent, 
mm  www.abercrombiekent.com. 

40  If  you  prefer  to  make  your  own 
CQ  arrangements: 

Miraflores  Park  Hotel, 
Av.  Malecon  de  la  Reserva 
1035;  011-51-1-242-3000; 
www.mira-park.com 

Hotel  Monasterio, 
Calle  Palacios  136; 
011-51-84-24-1777 

Machu  Picchu 
Sanctuary  Lodge,  Machu  Picchu; 


011-51-84-21-1039;  machupicchu. 
orient-express.com. 

CUSC0  AND  MACHU  PICCHU  GUIDE: 

Edgard  Mendivil  Figueroa, 
Urbanizacion  Santa  Ursula  M-2, 
Cusco;  011-51-84-239744; 
e-mail:  edgarmendivil@yahoo.es 


Charles  C.  Mann,  749/.-  New 
Revelations  of  the  Americas  Before 
Columbus,  recently  released 
in  paperback  by  Vintage,  $15. 

William  H.  Prescott, 

History  of  the  Conquest  of  Peru, 

Dover  2005,  $17. 


the  cathedral  here  in  Cusco.  Most  crucifixes  put  me  in  a  reveren 
frame  of  mind.  This  one  chilled  me  to  the  bone. 

he  train  from  Cusco  to  Machu  Picchu  runs  alonj 
the  Urubamba  river  through  the  Sacred  Valle) 
and  into  narrowing  canyons.  The  roiling  choco- 
ate-colored  water  beside  you  eventually  empties  into  th( 
Atlantic  Ocean  thousands  of  miles  later.  No  less  thar 
Jacques  Cousteau  figured  that  out. 

The  Peru  Rail  engineers  had  not  yet  complete!) 
de-glopped  the  train  tracks  of  the  mudslide,  so  we  hac 
to  disembark,  ride  in  a  van  a  kilometer  or  so  to  the  other  side  oi 
the  mud,  and  catch  another  train.  This  we  did  in  concert  witrj 
some  800  other  people,  700  of  whom  ended  up  sitting  on  Dr 
Melocoton's  and  my  lap. 

If  you  sit  on  the  left  side  on  the  ride  to  Machu  Picchu,  yoi 
have  bracing  vistas  of  stupendous  ravines,  their  steep  walls  speck- 
led with  thousands  of  lush  bromeliads;  also  wild  magnolia,  im- 
mense rhododendron  bushes,  ferns,  liana  vines  and  Incan  ruins 
You're  in  the  cloud  forest  now,  where  the  Andes  start  to  give  wajj 
to  jungle.  It's  quite  a  sight.  Sit  on  the  righthand  side  and  youi 
vista  consists  of  hours  upon  hours  of — rock. 

We  disembarked  in  late  afternoon  at  Aguas  Calientes,  th< 
little  town  that  serves  as  a  launching  pad  for  Machu  Picchu 
Most  people  spend  their  nights  here.  But  if  you  travel  with  Dr 
Melocoton  or  plan  ahead,  you  can  do  better.  We  boarded  a  bu: 
for  the  final  stage  of  the  journey:  a  1,500-foot  climb  up  a  switch- 
back road.  I  counted  15  turns.  The  view  down  becomes  increas- 
ingly impressive,  so  much  so  that  I  found  myself  thinking  oi 
an  old  friend  of  mine.  He  used  to  collect  newspaper  clipping! 
with  headlines:  BUS  PLUNGE  KILLS  39.  He  had  dozens.  Not  a  bui 
plunged  in  Pakistan  or  Peru  without  his  knowing  it. 

We  made  our  loud  ascent,  gears  grinding,  exhaust  spew- 
ing. Perhaps  noting  my  lack  of  color,  or  the  fact  that  m) 
fingernails  were  embedded  in  Dr.  Melocoton's  fore 
arm,  Edgard  said  soothingly,  "Sir,  there  has  never— 
never — been  a  fatality."  And  then  suddenly  a  nearl) 
perfect  rainbow  appeared,  and  five  minutes  later  we  were 
checked  into  Room  40  (try  to  get  this  room  if  you  can- 
it's  got  the  best  view,  but  rooms  39  and  38  will  also  do 
at  the  Sanctuary  Lodge  and  gobbling  tea  sandwiches. 
There  was  less  than  an  hour  of  light  left.  Edgard  lec 
us  through  the  gates  and  up  a  trail.  We  came  out  of  the  bushes 
and  there  it  was. 

The  air  was  soft  and  hushed,  except  for  the  occasional  whoops 
of  a  group  of  teenagers.  The  mountains  were  striated  with  wisps 
of  mist,  as  in  the  old  Chinese  screen  paintings.  Swallows  dipped 
amid  the  ruins.  In  the  distance  below,  a  small  herd  of  llamas 
their  necks  comic  and  giraffelike  above  the  low  walls,  began  theii 
daily  ascent  back  up  to  their  night  hut.  It  was  a  scene  famil 
iar  from  my  earliest  childhood,  when  in  some  issue  of  National 
Geographic  I  had  first  seen  the  photographs.  What  Hiram  Bing 
ham,  Yale  archeologist,  thought  when  he  first  laid  eyes  on  il 
all  that  July  24,  1911, 1  don't  know,  but  it  must  have  been  some 
variation  on  "Holy  shit." 

Bingham  found  it,  as  discoverers  often  do,  by  accident.  He 
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was  in  search  of  something  else,  an  Incan  site  called  Vilcabamba. 
On  his  way  there,  he  encountered  a  farmer  who  told  him,  "I 
enow  a  place."  Bingham  said,  "Show  me." 

We  sat  in  the  gloaming  as  Edgard  told  us  the  story.  The 
farmer  said  to  Bingham,  "Sir,  it  is  a  torturous  road."  (He  should 
have  seen  the  bus  ride.)  Bingham  said  he  would  pay  well  for  tak- 
ng  him.  "How  much  do  you  make  in  a  week?"  The  farmer  named 
sum.  Bingham  offered  two  weeks'  pay.  The  farmer  held  out. 
"hey  finally  settled  on  five  weeks'. 

'And  so,"  Edgard  concluded,  "Melchor  Arteaga,  this  farmer, 
fe ;  became  the  first  operator  at  Machu  Picchu."  Melchor  was  smarter 
still:  The  actual  job  of  leading  the  gringo  up  the  torturous  road 
he  delegated  to  the  son  of  Melquiades  Richarte,  a  neighbor,  who 
thus  become  the  first  guide  at  Machu  Picchu. 

It's  not  quite  clear  why,  exactly,  the  Incas  built  it.  Theories — 
as  theories  do — vary.  The  one  that  seems  to  make  the  most  sense 
TCi  Is  that  it  was  a  religious  center,  a  depository  for  mummies.  The 
ncas  were  gaga  for  mummification  and  treated  the  preserved  re- 
mains as  living  beings,  sort  of  like  Anthony  Perkins  in  Psycho. 
'Must  have  made  for  fun  motels  along  the  Inca  Trail.)  It's  logi- 
cal, then,  that  they  would  have  taken  their  dead  to  a  mountain- 
op  metropolis  built  in  the  shape  of  a  condor,  god  of  the  sky. 
tN    HIere  the  spirits  of  the  dead  could  be  assimilated  into  the  nearby 
K  leavens.  What  tips  toward  this  conclusion  is  the  paucity  of  evi- 
dence that  many  children  ever  lived  at  Machu  Picchu. 

Whatever  went  on  here,  building  it  was  a  staggering  under- 
aking.  Some  60,000  workers  spent  70  years  on  it.  They  lopped 
i*.  :>ff  the  top  of  a  mountain  and  built  supporting  terraces — 8,000 
eet  above  sea  level.  Not  only  did  they  have  to  hew  the  rock, 
:hey  also  had  to  lug  up  the  topsoil.  Two  of  the  grassy  plazas 
alone  were  sodded  with  an  estimated  220  tons  of  clay,  humped 
ere  clump  by  clump  on  aching  backs  from  a  riverbed  50  miles 
tiff  iway.  The  human  remains  found  here,  Edgard  said,  all  showed 
vidence  of  malnutrition.  Why  should  that  be,  when  food  was 


abundant?  The  answer  is — coca.  They  chewed  the  leaves  to  keep 
going.  And  if  you've  got  a  buzz  on,  who  needs  food  and  drink? 
All  this  effort  to  build  a  city  for  just  a  few  hundred  people. 

And  they  only  lived  here  for  30  more  years.  Why  did  they 
abandon  it?  Eighty  percent  of  the  mummies  show  evidence  of 
smallpox.  The  Inca  were  early  believers  in  Intelligent  Design; 
they  didn't  believe  disease  was  natural  or  random.  "They 
thought,"  Edgard  said,  "that  this  indicated  that  the  gods  did  not 
like  this  place."  There's  another  theory:  that  they  put  it  to  the 
torch  and  buried  their  mummies  and  treasures  rather  than  let 
them  fall  into  the  hands  of  the  approaching  conquistadors. 
Edgard,  who  brings  clients  here  50  times  a  year  and  is  versed 
in  the  scholarship,  subscribes  to  the  approaching-conquistador 
theory.  I'd  have  split,  too.  What  an  auto-da-fe  Friar  Valverde 
could  have  held  here.1 

The  next  day,  we  climbed  Huayna  Picchu.  ("Little  Mountain," 
Machu  Picchu  being  "Big  Mountain").  Huayna  Picchu  is  the 
peak  you  see  in  the  photographs  looming  behind  the  ruins  like  a 
mossy,  breaching  whale.  For  a  serious  mountaineer,  it's  probably 
a  walk  in  the  park.  For  a  middle-aged,  overweight,  asthmatic 
gringo,  it  was  warm  work:  800  feet  up  at  65  degrees.  It  took  us  an 
hour,  no  reflection  on  my  companions.  Edgard  did  it  once  in  17 
minutes,  after  hearing  over  the  walkie-talkie  that  one  of  his  clients 
had  managed  to  fall  off  the  top. 

What  a  view  we  had  from  up  there.  Edgard  pointed  out  a 
declivity  carved  into  the  summit  stone.  An  altar.  They  sacrificed 
animals  to  their  condor  gods  on  it.  We  posed  for  pictures.  It 
began  to  rain.  Edgard's  cell  phone  rang.  The  Inca  didn't  have 
the  wheel;  their  descendants  have  cell  coverage  at  9,000  feet.  It 
was  his  five-year-old  daughter,  in  tears  with  the  desperate  news 
that  the  bunny  rabbit  he'd  given  her  had  died.  He  promised  her 
a  new  one,  and  we  started  down.  • 

1  "Auto  da  fe?  What's  an  auto  da  fe?"  "It's  what  you  oughn't  fo  do,  but  do  anyway!" 
— Mel  Brooks,  History  of  the  World,  Part  I. 
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GOYARD:  select  Barneys  New  York  stores, 
8-Barneys 


YOU  CM  TAKE  IT  WITH  YOU" 
>ApES  186-191 

tSSOULINE:  Assouline,  www.assouline.com, 
nd  select  Saks  Fifth  Avenue  stores 


1ERLUTI:  Berluti,  New  York,  (212)  439-6400, 
vww.berluti.com 


10TTEGA  VENETA:  Bottega  Veneta  boutiques, 
877)  362-1715,  www.bottegaveneta.com 

!HANEL:  Chanel,  www.chanel.com 

CHRISTIAN  L0UB0UTIN:  Christian 
ouboutin,  www.christianlouboutin.fr 

NOR  HOMME:  Dior  Homme, 
:    view  York,  (212)  421-6009,  and  Los  Angeles, 
■  310)  247-8003,  www.dior.com 

5L0BAL  FUR  GROUP:  Zinman  Furs, 
856)  663-5600,  www.zinmanfurs.com 


GUCCI:  select  Gucci  stores,  (800)  234-8224, 
www.gucci.com 

L0R0  PIANA:  Loro  Piana,  New  York, 
(212)  980-7961,  www.loropiana.com 

LOUIS  VUITTON:  Louis  Vuitton, 
(866)  VUITTON,  www.vuitton.com 

MORGENTHAL  FREDERICS:  Morgenthal 
Frederics,  New  York  and  Boston,  (888) 
608-8700,  www.morgenthalfrederics.com;  and 
Davante,  Las  Vegas 

PAUL  STUART:  Paul  Stuart,  New  York  and 
Chicago,  (800)  678-8278,  www.paulstuart.com 

PRADA:  select  Prada  boutiques,  (888)  977-1900 

VALENTINO:  by  special  order  at 

select  Valentino  boutiques,  (800)  997-0140 

VIKTOR  &  ROLF:  select  Saks  Fifth  Avenue 
and  Nordstrom  stores 


DASSAULT  FALCON  JET:  The  Falcon 
900EX  EASy,  a  business  jet  with  a  4,500- 
nautical-mile  range,  is  billed  as  the  most 
fuel-efficient  in  its  class.  It  also  features 
Dassault's  EASy  flight  deck,  with  Mach  2 
fighter  technology  applied  to  an  "intuitive" 
cockpit.  Equipped  price:  $36,150,000. 
(201)  541-4600,  www.falconjet.com. 

JUMEIRAH  ESSEX  HOUSE:  Built  in 
1931,  this  historic  hotel  on  Central  Park 
South  boasts  spectacular  views.  It's 
now  being  refurbished  (for  $70  million) 
by  the  Dubai-based  Jumeirah  group, 
which  also  operates  the  luxurious  Burj  Al 
Arab  in  Dubai.  (888)  645-5697, 
www. jumeirah.  com. 

ROLLS-ROYCE:  The  Phantom  is  big— 19 
feet  long — but  lightweight  aluminum 
construction  and  a  6.75L  V-12  engine  take 
it  from  0  to  60  in  less  than  six  seconds. 
It's  also  a  true  luxury  car  (requiring  260 
hours  of  hand-finishing),  with  coach 
doors,  wood  veneer  paneling  and  leather 
upholstery.  From  $332,750.  (877)877- 
3735,  www. rolls-roycemotorcars. com. 
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ELLIS  ISLAND, 
Photographs  by  Stephen 
Wilkes;  Norton;  $75 


Ellis  Island  officially  closed 
in  1954,  after  serving  as  the 
point  of  entry  for  some  12 


million  immigrants.  While  the 
island's  northern  section  was 
opened  to  tourists  in  1976, 
the  much  larger  southern  part, 
originally  set  aside  for  those 
arrivals  too  sick  or  mentally  ill 
to  enter  the  country,  remained 


tightly  sealed  off,  barely  touched 
for  almost  50  years.  Until 
photographer  Stephen  Wilkes 
arrived  in  1998.  For  him, 
a  one-hour  editorial  assignment 
became  a  five-year  obsession. 
He  returned  numerous  times, 
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xploring  every  dark  hallway, 
leasles  ward,  Isolation 
ell,  operating  room  and 
idministrative  office 
iroughout  the  sprawling 
bmplex  of  gloriously  decayed 
uildings.  The  resulting 
hotographs  are  a  hauntingly 

beautiful  reminder  that  while 
most  immigrants  spent  no  more 
than  five  hours  on  Ellis  Island, 
a  small  percentage  of  them 
never  left.  —THOMAS  JACKSON 

THE  ARCHITECTURE 
OF  HAPPINESS, 

H    by  Alain  de  Botton; 
HH    Pantheon;  $25 

H  

Hj    Reading  a  book  by  Alain  de 
|Hb    Botton,  the  British  author  of 
How  Proust  Can  Change  Your 
Life  and  The  Consolations  of 
Philosophy,  among  many 
others,  is  like  taking  a  freshman 
seminar  with  a  hip  young 
teacher  who  has  moved  class 
outside,  under  a  tree,  on  the 
first  day  of  spring.  Whatever  his 
topic,  the  underlying  message 
of  a  De  Botton  book  is  that 
the  soul-awakening  tingle  of 
"idle"  contemplation  we  once 
cherished  as  students  and 
indulge  in  too  little  as  working 
stiffs  still  carries  a  full  charge 
of  pleasure.  De  Botton's  subject 
here  is  the  way  architecture 
represents  and  contributes 
to  human  feelings  of  well-being. 
Though  he  admits  that  "The 
noblest  architecture  can 
sometimes  do  less  for  us  than 
a  siesta  or  an  aspirin,"  his 
smooth,  wryly  conversational 
argument  focuses  on  those 
rare  architects  who  have  been 
able  to  "translate  their  fleeting 
apprehensions  of  joy  into 
logical  plans,"  and  whose  work 
can  "satisfy  needs  we  never 
juclii  ^nsciously  knew  we  had."  De  Botton's 
arrative  ranges  back  and  forth  in 
me  and  place,  from  the  Parthenon  to 
panese  ryokan  to  the  arid,  modernist 
abs  of  Le  Corbusier  (who  once  scolded 
client,  "Home  life  today  is  being 
aralyzed  by  the  deplorable  notion  that 


we  must  have  furniture"). 
In  John  Ruskin's  formulation 
that  we  ask  two  things  of 
buildings,  to  shelter  us  and  to 
speak  to  us,  De  Botton's 
fascination  is  clearly  with  the 
"speaking"  part.  In  his  view, 
the  question  isn't  what 
they'd  say  "if  these  walls  could  talk";  the 
only  uncertainty  is  whether  we  are  hearing 
them  correctly.  —RICHARD  NALLEY 

THERMOPYLAE, 

by  Paul  Cartledge;  Overlook;  $30 

It's  hard  to  imagine  what  the  world  would 
look  like  today  if  it  hadn't  been  for  the 
Spartans  at  Thermopylae.  In  the  summer 
of  480  B.C.,  a  massive  force  led  by 
Xerxes,  Great  King  of  Persia  (Herodotus, 
probably  exaggerating,  pegged  the  army's 
size  at  1.7  million),  was  poised  to  crush 
the  free  city-states  of  Doric  Greece. 
But  blocking  its  path  was  a  suicide  squad 
of  298  elite  Spartan  warriors,  backed 
by  fewer  than  7,000  infantry  soldiers,  at 
the  narrow  pass  of  Thermopylae  ("the  Hot 
Gates").  To  the  Persians'  astonishment, 
the  Spartans  held  out  for  three  days  of 
furious  fighting,  falling  to  the  last  man, 
but  inflicting  grossly  disproportionate 
losses  on  the  other  side.  In  doing  so,  they 
paved  the  way  for  the  Greeks'  total  victory 
over  Xerxes'  horde  a  year  later  and  an  end 
to  the  Persian 
threat.  Had 
the  Spartans 
fought  any  less 
tenaciously, 
European  history 
could  have 
played  out  quite 
differently.  The 
whole  of  Greece 
would  have 
become  a  Persian 
province  and,  among  other  things,  that 
Athenian  experiment  in  democratic 
governance,  chief  inspiration  behind  this 
humble  republic  of  ours,  never  would 
have  taken  root.  In  this  briskly  written 
250-page  history,  University  of  Cambridge 
professor  Paul  Cartledge  offers  a  fresh 
look  at  the  battle  and  the  complex  events 
leading  up  to  it.  Along  the  way,  he 
paints  a  vivid  picture  of  the  Spartans 
themselves.  They  were  a  severe  bunch, 
especially  compared  to  the  poetic, 
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philosophizing  Athenians,  but  their 
aggressive  dedication  to  the  idea  of 
freedom — and  their  willingness  to  die  for 
it — helped  set  the  cultural  and  political 
standards  that  we  live  by  today.  — TJ 

THE  BEST  AMERICAN  COMICS  2006, 
Guest  editor  Harvey  Pekar; 
Houghton  Mifflin;  $22 

As  comic  books  disappear  from 
newsstands  and  newspapers  shrink  strips 
to  ink-smudge  proportions,  fans  have 
cheered  a  current  mini-renaissance  of 
so-called  "literary"  comics  from 
writer/drawers 
such  as  Art 
Spiegelman, 
Chris  Ware  and 
Marjane  Satrapi. 
Now,  Houghton 
Mifflin's 
venerable  Best 
American  series 
has  corralled 
30  of  the  wittiest, 
weirdest  and 
most  touching 
comics  that 
appeared  in  print  or  online  in  2004  and 
2005.  This  is  a  true  service,  since,  unless 
you're  an  avid  reader  of  tiny-circulation 
journals  and  self-published  zines  with 
names  like  Deadpan,  Couch  Tag  and 
Zap,  you  were  likely  to  miss  the  likes  of 
David  Heatley's  "Portrait  of  my  Dad" 
or  Joel  Priddy's  "The  Amazing  Life  of 
Onion  Jack"  the  first  time  around.  "Onion 
Jack"  is  one  of  the  standouts  in  the 
collection,  a  hilarious  and  oddly  poignant 
look  at  the  20th  century  as  lived  by 
the  chef-slash-superhero-from-space 
of  the  title.  Other  highlights  include 
thoughtful  journalism  (Joe  Sacco's 
"Complacency  Kills,"  about  a  platoon  of 
Marines  patrolling  the  road  between 
Haditha  and  Hit  in  Iraq),  wry  slices  of 
American  life  and  goofball  fantasias 
(Gilbert  Sheldon's  "Wonder  Wart-hog:  The 
Wart-hog  that  Came  in  from  the  Cold"). 
The  artistry  ranges  from  rudimentary  stick 
figures  to  the  intricately  drawn 
depressives  of  Robert  Crumb's  "Walkin' 
the  Streets."  Like  most  anthologies, 
this  one  has  both  wheat  and  chaff,  but 
the  best  pieces  combine  text  and  image 
to  haunting,  immediate  effect. 

—TAYLOR  ANTRIM 
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STREAMS  OF  EXPRESSION, 

Joe  Lovano  Ensemble; 
Blue  Note;  $18 

Miles  Davis  fans  will  love  Joe 
Lovano's  latest.  Recorded  on 
the  venerable  Blue  Note  label, 
Streams  of  Expression  is  a 
collaboration  between  the  tenor 
saxophonist  and  composer/conductor 
Gunther  Schuller,  who  played  on  Davis's 
1949  masterpiece,  Birth  of  the  Cool. 


m 


That  landmark  work  serves 
as  inspiration  for  the 
album's  highlight,  "Birth  of 
the  Cool  Suite."  Originally 
commissioned  for  Miles 
Davis's  75th  birthday  in 
2001  but  never  performed  because  of 
September  1 1,  the  suite  is  a  tightly 
arranged,  beautifully  played  medley  of 
three  tunes:  "Moon  Dreams,"  "Move"  and 
"Boplicity."  The  "Streams  of  Expression 
Suite"  evokes  Miles  Davis's  work  with 
Gil  Evans — Miles  Ahead,  Porgy  and  Bess 
and  others — with  added  doses  of  Charles 
Mingus,  Ornette  Coleman  and  Jackie 
McLean.  Though  far  from  the  leading 
edge  of  musical  innovation,  Streams  of 
Expression  is  a  refreshing  double-take  on 
mid-20th-century  jazz.  — TJ 

RETURN  TO  COOKIE  MOUNTAIN, 

TV  on  the  Radio;  Interscope;  $11 

How  to  describe  TV  on  the  Radio's 
kitchen-sink  sound?  Raucous,  driving 
rock  music  with  warm,  soulful  vocals, 
bluesy  horns,  graceful  piano  work,  the 


synthetic  sounds  of  trance,  th 
complex  rhythms  of  jazz.  A 
diverse  mix — and  yet,  the  new 
record  from  this  Brooklyn, 
NY-based  band  is  gloriously 
cohesive  and  assured,  a 
fulfillment  of  the  promise  shown  by  its 
widely  praised  debut  2003  EP,  Young 
Liars,  and  2004's  full-length,  Desperate 
Youth,  Blood  Thirsty  Babes.  Much  of 
the  credit  goes  to  vocalists  Tunde 
Adebimpe  and  Kyp  Malone,  two  of  the 
most  expressive  singers  in  rock,  with 
voices  that  veer  between  barroom-tough 
and  choirboy-pretty  in  the  same  song. 
Opening  songs  "I  Was  a  Lover"  and 
"Hours"  are  multitextured,  darkly  toned 
and  irresistibly  melodic.  "Playhouses" 
stitches  together  a  silky  hi-hat 
rhythm,  synthesizer  atmospherics  and 
Adebimpe's  stirring  falsetto.  "Wolf 
Like  Me"  shifts  from  chuggy  rock  to  slow|i 
bass-led  groove  and  back  again.  No 
pop  formulas  here:  Return  to  Cookie 
Mountain  is  a  study  in  contrasts,  a  grab 
bag  of  influences  and  a  thumping 
good  time.  — TA 


» 


ELIZABETH  I;  HBO;  $30 


-S3 

^^^^    Elizabeth  I  is  typically 

portrayed  as  a  woman  buffeted 
between  duty  and  passion; 
at  its  best,  this  HBO  two-part 
miniseries  suggests  how 
closely  she  combined  the  two. 
It's  good  to  be  Queen — 
sometimes,  anyway — but  from  the 
opening  scene,  where  Elizabeth  (Helen 
Mirren)  is  ceremoniously  disrobed 
and  given  a  discreet 
gynecological 
inspection,  you  feel  the 
tension  governing  a  life 
in  which  even  your 
private  parts  are  the 
property  of  the  state. 
Mirren  has  crafted  a 
second  career  for 
herself  in  middle  age 
playing  characters  (like 
Prime  Suspect's 
Jane  Tennison)  who 
incorporate  both  a 


steely  gravitas  and  a  reckless  sensuality, 
and  in  this  portrayal  Mirren  uses 
that  talent  to  establish  a  new  gold 
standard  for  screen  Elizabeths,  one  not 
distanced  from  us  by  an  impasto  of 
pancake  makeup  or  curmudgeonly 
dignity.  Episode  1  of  the  three-and-a- 
half-hour  series  shows  the  most 
momentous  events  of  the  Queen's  reign 
through  the  lens  of  Elizabeth's  affair 
with  that  urbane  cad  the  Earl  of 
Leicester,  played  with  verve  and  relish 
by  Jeremy  Irons.  This 
leaves  Episode  2  to 
wind  down  to  Bess's 
later  years  and  tell  a 
far  more  conventional 
story  of  frustrated  love 
between  the  Queen 
and  the  young  Earl  of 
Essex  (Hugh  Dancy), 
a  kind  of  big,  bouncing 
puppy  with  very  sharp 
teeth.  Even  without  the 
grand  performances, 
this  production  would 


be  worth  a  look  for  its  lavish  interior  and 
exterior  re-creations  of  Whitehall  Palace, 
a  constant  play  of  sunlight  or  torchlight 
and  shadow,  murky  background  and  bold 
bright  patterns.  — RN 


REDS;  Paramount; 
$20 


If  Reds,  the  story 
of  the  last  years  of 
John  Reed,  author 
of  Ten  Days  That 
Shook  the  World  and 
the  only  American 
buried  in  the 
Kremlin,  is  not  Warren  Beatty's  greatest 
achievement,  it's  still  an  ambitious, 
passionate  work  brimming  with  ideas 
and  conflicts:  between  husband  and 
wife,  between  home  and  career,  betweer 
public  and  the  private,  between  art 
and  politics.  The  film  is  set  against  the 
backdrop  of  the  Russian  Revolution 
(gorgeously  brought  to  life  by  the  earner; 
of  Vittorio  Storaro),  but  it's  not  hard  to 
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TIGER  WOODS  PGA  TOUR  07;  Electronic  Arts;  $60  (Xbox  360) 


Hi 


On  a  nuts-and-bolts  level,  Tiger  Woods  07  for  Xbox  360  feels  the  same  as  previous  versions  of  the  game.  But 
boy  does  it  look  different.  The  courses  now  have  a  lush,  photographic  quality  to  them.  The  golfers'  faces, 
once  rigid,  putty  I  ike  masks,  seem  almost  human.  The  fans  on  the  sidelines,  no  longer  mere  cardboard  cutouts, 
behave  more  or  less  like  actual  people,  swaying  back  and  forth,  crossing  and  uncrossing  their  arms,  and 
strolling  along  the  fairway  edges.  And  when  a  spectator  takes  a  hit  from  a  stray  ball,  he  or  she  hilariously  doubles 
over  in  pain  or  hops  up  and  down  on  one  foot.  It's  details  like  that— not  the  game's  perfect  physics  engine— 
that  elevate  Tiger  Woods  07  from  an  amusing  pastiche  of  golf  to  a  convincing  approximation  of  the  real  thing.  — TJ 


:ome  away  from  Reds  with  the 
mpression  that  Beatty  feels  the  idea  of 
worldwide  workers'  revolution  was  a 
ipe  dream  from  the  get-go,  however 
oble  its  initial  intentions.  That  point 
f  view  is  given  repeated,  eloquent  voice 
ot  by  his  character  but,  in  turns,  by 
eed's  high-profile  leftist  pals,  including 
vesick  misanthrope  Eugene  O'Neill 
ack  Nicholson)  and  communist 
irebrand  Emma  Goldman  (Maureen 
tapleton),  and  by  Reed's 
litially  self-absorbed 
nd  ultimately  clear-eyed 
fife,  Louise  Bryant 
Diane  Keaton).  Each  is 
:nore  willing  than  Reed 
o  see  the  complicated 
nd  often  ugly  reality  that 
estered  beneath  the  high 
Ideals.  And  though  Reds 
Is  a  love  story,  it  is  truly 
Beaton's  movie:  Her  face 
eflects  all  the  insecurity, 
loubt,  joy,  pain 
nd  resolve  of  someone 


coming  to  terms  with  life  as  an  artist, 
and  of  a  woman  in  love  with  a  man  in 
love  with  the  idea  of  changing  the  world. 

—LORRAINE  CADEMARTORI 

ESSENTIAL  ART  HOUSE; 
Criterion;  $850 

If  you've  managed  to  see  a  single  foreign 
film  anytime  during  the  past  half- 
century,  you're  sure  to  recognize  the 
double-headed  coin  that  is  the  Janus 
Films  logo — though  you  may  have 
wondered  exactly  what  it  was. 
^fc^.  From  the  mid-1950s  Janus 

Films  not  only  defined 
what  "foreign  films"  would 
mean  to  Americans — by 
determining  which  ones 
would  be  released  here — it 
was  also  responsible  for 
the  canonization  of 
practically  every  movie  we 
now  consider  an 
international  classic.  By 
recycling  its  prints  at 


colleges  and  revival  theaters,  Janus  kept 
movies  like  Jules  and  Jim  and  The 
Seven  Samurai  ever  in  the  film  lover's 
consciousness.  This  gigantesque  set, 
Essential  Art  House:  50  Years  of  Janus 
Films,  features  a  whopping  50  films — an 
instant  DVD  collection — and  includes 
several  of  the  greatest  movies  ever  made: 
Jean  Renoir's  Grand  Illusion,  Truffaut's 
The  400  Blows,  Fellini's  La  Strada,  Carol 
Reed's  The  Third  Man  and  Fritz  Lang's 
M.  And,  of  course,  there  are  some  lesser- 
known  gems.  The  White  Sheik,  for 
example,  Fellini's  first  feature-length  solo 
effort,  is  a  hilarious,  perfectly  constructed 
romp.  Roman  Polanski's  feature  debut, 
Knife  in  the  Water,  is  a  simple,  stark  tale, 
and  pure  Polanski  all  the  way  through. 
The  accompanying  book  contains  stills 
and  notes  about  each  film  as  well  as  a 
history  of  the  company.  Cofounder  Cyrus 
Harvey  even  explains  the  logo:  "One 
face  was  facing  art;  the  other  commerce." 
Plunk  down  your  $850  and  you'll  be 
taking  in  a  hefty  dose  of  both. 

—MICHAEL  ABRAMS 
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Like  many  top  executives, 
Gordon  Thompson  III,  Executive 
Vice  President  and  Creative 
Director  of  Cole  Haan,  spends  a  lot  of  his 
life  on  the  road — and  in  the  air  and 
on  the  sea.  Between  his  meeting 
schedules  in  Europe  and  Asia,  and  his 
second  home  in  Hawaii,  he  estimates  that  he 
logged  as  many  as  200,000  travel  miles  last 
year.  Since  moving  to  Nike-owned  Cole 
Haan  in  1999,  he's  helped  the  firm  grow  from  a 
shoe  and  small  leather  goods  company  into  a  lifestyle 
brand  encompassing  clothing,  outerwear,  handbags  and 
luggage.  Travel,  he  says,  is  his  path  to  creative  inspiration. 

Where  are  you  just  back  from? 

A  trip  on  the  Queen  Mary  2. 1  would  recommend  it  to 
anybody,  particularly  anyone  who  lives  in  New  York.  We 
packed  the  morning  of  the  trip,  we  took  a  car  to  the  ship  over 
in  Brooklyn  and  two  hours  later  we  unpacked  in  our 
stateroom.  No  long  flight;  no  long  lines  for  security.  The 
vacation  started,  literally,  the  moment  we  closed  the  car  door. 

How  is  it  possible  for  a  workaholic  to  relax,  even  on  a  cruise? 
I  thought  I'd  be  climbing  the  walls  with  boredom,  but  it 
was,  without  a  doubt,  the  most  relaxing  thing  I'd  ever  done. 
We  were  in  the  Queen's  Level  aboard  the  ship,  which  is 
comparable  to  First  Class.  Beautiful,  large  stateroom,  great 
terrace,  butler  service,  fantastic  dining.  You're  at  sea  for 
five  days  and  there's  tons  to  do,  including  a  Canyon  Ranch 
Spa  club.  I  was  surprised  to  find  loads  of  young,  affluent, 
fun,  worldly  people. 

What  about  business  trips?  What  sort  of  things  do  you 
put  in  a  suitcase? 

Given  the  sorts  of  meetings  that  I  have  to  go  to,  I  always 
take  a  suit  that  I  can  wear  as  a  jacket  with  jeans,  or  the  pants 
with  a  sweater,  and  do  that  whole  thing — I  try  to  make  it 

as  efficient  as  possible. 


Traveling  companion: 
leather  weekender,  $395, 
www.colehaan.com. 

Age-old  debate:  When  you  pack, 
do  you  fold  in  or fold  out? 
Fold  out.  Jackets  fold  out — fold  them 
over,  opposite  of  the  way  that  you  wear 
them,  and  put  a  plastic  bag  around 
them.  That  seems  to  work  for  me. 


What  about  luggage?  Any  advice? 
It's  nice  that  everyone's  got  black  luggage,  but  I  tell 
you,  it's  incredibly  confusing.  I  use  Hartmann — the  khaki 
color,  soft-sided,  because  I  can  always  see  it,  and  find  it. 
If  I  do  check  my  bag,  I  always  know  it's  there;  if  I  put  it  in 
the  overhead,  I  can  always  tell  where  it  is. 

Do  you  test-drive  the  Cole  Haan  pieces? 
Oh,  yeah! 

The  design  team  must  be  terrified  of  you. 

[Laughs]  That's  my  job!  I'm  supposed  to  terrify  people!  This 
bag  you've  got  right  there  [shown  above]  is  one  I  carried 
all  through  this  trip.  I  would  take  stuff  out  and  go  to  the  gy~ 
in  the  hotels  or  out  for  the  day — put  the  camera  in  it;  this 
worked  very  well  for  me. 

So,  what's  your  new  favorite  destination? 
Budapest.  I  just  think  it's  extraordinary.  Also  Bodrum,  which 
is  kind  of  the  St.-Tropez  of  Turkey.  It  is  beautiful,  and 
undiscovered  and... the  water  of  the  Aegean!  It  was  shocking 
how  clean  the  water  is,  how  clear.  No  matter  how  deep  it  is 
you  can  see  the  bottom.  Beautiful  people  and  fantastic  food. 

Do  you  have  a  secret  to  getting  to  know  a  new  place? 

My  running  shoes  are  always  with  me.  That  is  the  best  way 

to  see  a  city:  Wake  up  early,  and  just  get  lost,  running. 

I  love  to  do  that.  And  I  usually  come  back  to  the  hotel  room 

and  say,  okay,  now  I  know  where  I'm  going.  • 


208  !  ForbesLife 


oZO^p]  c-4K?| c^=r>T ■^O-'r'!  cM><>]~cJf><=r>\  c^pj  o^K?|  cZ<X^"[c^<>| c^o<^|  cip<p|  <^)<?|c2v^^oi^|oMKMc||l 


[cH^  1<X73  |l>fr7T>  lc>yT3  jOH^  l<JHh^>  \<>&>  |c>^>  !<XhO  |c>vV3  jcfe-QTO  |cX>7t>  |cXfco  IcXfrO  |cX)T3 


A  Field  Guide 

to  Low-Cost  Investing 


The  perfect  guide  for  investors 
who  believe  that  every  choice 
in  a  diversified  portfolio 
should  be  a  low-cost  choice 


Explore  all  your  choices  at  vanguard.com/fieldguide 


Connect  with  us*  >  800-871-3891 


Vanguard9 
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The  best  service  anticipates  your  needs.  To  give  you  an  extra  hour  of  sleep  in  business  class,  we  welcome  you  with 
gourmet  meals  before  you  fly.  It's  part  of  The  Sleeper  Service,™  allowing  you  to  go  straight  to  sleep  in  our  more  comfortable 
flat  beds  right  after  takeoff.  Our  goal  is  simple:  to  deliver  the  best  service  you  could  ask  for,  without  you  having  to  ask.  Whether 
you're  enjoying  pre-flight  champagne,  or  more  flights  when  you  need  them,  we  think  you'll  find  our  business  class  like  no  other. 





Visit  ba.com/clubworld 


Business  class  is  different  on  BRITISH  AIRWAYS 


